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International order is undergoing a sea change. 
The re-emergence of China as a potential hege-
monic actor raises serious questions about the 
nature and future of global governance. Her 
massive economic transformation over the last 
four decades with almost 10 percent average an-
nual growth – which the World Bank describes 
as “the fastest sustained expansion by a major 
economy in history” – catapulted China into the 
new powerhouse of global production.1 In 1978, 
90 percent of China’s population was struggling 
to survive on less than $2 a day. In 2018 only 
less than 1 percent earns below $2.2 China’s 
share of world GDP (on purchasing power par-
ity terms) “rose from 2.3 percent in 1980 to an 
estimated 18.3 percent in 2017.”3 The rise of the 
“rest,” for sure, is not confined to China. On a 
broader scale, the share of BRICS in the world 

gross national product increased from 15.4 to 
30.4 percent between 1997 and 2017.4 As a re-
sult, some scholars have already declared “the 
end of the American era”5 in which the U.S. does 
no longer constitute the textbook definition of a 
hegemon.6 The growing impact of non-Western 
states is likely to weaken the key pillars of the 
existing international order – liberal democracy 
and free market economy as well. These large 
non-Western economies rely on distinct political 
economy models that prescribe active state inter-
vention, neo-mercantilist investment and trade 
policies, and illiberal political governance models.  

The EU as a “market power” is also a key ac-
tor that can potentially inform global shifts and 
help design a future liberal international order.7

Yet the EU muddles through multiple crises, 

1  According to 2019 World Bank data “China has contributed around 30% of global growth in the past eight years.” 
See, https://www.worldbank.org/en/country/china/overview 
2  Graham T. Allison, “Is War between US and China Inevitable?” TED Talk, September 2018.
3  Wayne M. Morrison, “China’s Economic Rise: History, Trends, Challenges, and Implications for the United States,” Congressional 
Research Service, June 25, 2019, p. 10. 
4  The figures are in 2005 USD purchasing power parity terms; see New Development Bank, “The Role of BRICS in the World Economy 
and International Development,” https://reddytoread.files.wordpress.com/2017/09/brics-2017.pdf, 2017, p. 18.
5  Stephen M. Walt, “The End of the American Era,” The National Interest 116 (2011), pp. 6-16. 
6  Robert O. Keohane, “The Old IPE and the New,” Review of International Political Economy 16:1 (2009), pp. 34-46.
7  For the conceptualization of the EU “as a market power” see Chad Damro, “Market power Europe,” Journal of European Public 
Policy 19:5 (2012), pp. 682-699.
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which would have long-lasting consequences in 
terms of its institutional architecture and rela-
tions with the external world. The EU has always 
been a staunch supporter of liberal internation-
al order and at times a norm-setter in regional 
politics. However, with the recent rise of na-
tionalist-populist parties in several member and 
candidate states the core EU values – pluralist 
democracy and the rule of law – are now under 
serious threat. This makes “reverse transforma-
tion” – i.e., the power of the illiberal periphery 
to influence the liberal core – a real possibility 
for the first time since the inception of the Euro-
pean integration project.8 This paper argues that 
the international system has entered an “age of 
hybridity,” which is ontologically fragmented, 
normatively inconsistent, and institutionally in-
coherent.9 The fragmented nature of global gov-
ernance is likely to shape the future trajectory 
of the EU and its relations with third countries. 
The debate on the changing modus operandi for 
Turkey-EU relations is a case in point.  

The main argument is advanced in three steps: 
The first part offers an analysis of the political 
economy transformations in the international 
system. The second part explores multiple cri-
ses of the EU and problematizes the possibility 
of a reverse transformation within the context 
of global power shifts. The final part analyses 
Turkey-EU relations in the age of hybridity. The 
main argument is that differentiated integra-
tion– based on core EU values and common 
interests – appears as a second-best but most 
conceivable strategy to steer a course out of the 
recurring crisis mode in Turkey-EU relations. 

LINEAGES OF A POST-WESTERN 
INTERNATIONAL ORDER 

The 2008 global financial crisis (GFC) marked a 
watershed in global political economy, not only 
because it revealed the deep flaws of the main-
stream economic paradigm but also accelerated 
the power shifts from Western to non-Western 
economies – a trend already underway for a 
few decades. Arguably, what is more important 
than the redistribution of material power, the 
GFC unsettled the main parameters of global 
governance, which, in different ways, affect the 
liberal international order and the future of the 
European integration project. 

The post-GFC international order reflects an 
“age of hybridity.” To start with, the emergent 
order is increasingly post-Western and multi-
polar. There is quasi-consensus in the literature 
that power is now more diffused, the relative 
material capacity of the U.S. as hegemonic actor 
is in decline, and the non-Western economies 
are on the rise.10 That is not the entire story, 
though. In the age of hybridity, the global eco-
nomic governance regime is increasingly “loose-
ly coupled”, which is “characterized by the rise 
of new actors, the decentralization and frag-
mentation of authority, and the declining influ-
ence of policy paradigms.”11 The post-cold war 
liberal international order until the GFC, particu-
larly the development regime was “tightly cou-
pled.”12 Accordingly, well-connected epistemic 
communities endorsed neoliberalism as the 
most credible development paradigm and key 
international organizations such as the IMF and 
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8  The concept of “reverse transformation” and the emergent illiberal periphery is first developed and extensively discussed in the 
following paper: Ziya Öniş and Mustafa Kutlay, “Reverse Transformation? Global Shifts, the Core-Periphery Divide and the Future of 
the EU,” unpublished paper (under review).
9   The “age of hybridity” concept is first developed and examined in a systematic way in the following paper: Ziya Öniş and Mustafa 
Kutlay, “The Age of Hybridity: China, BRICS and Challenges of Global Governance in a Post-liberal International Order,” unpublished 
paper (under review).
10  Amitav Acharya, “After Liberal Hegemony: The Advent of a Multiplex World Order,” Ethics & International Affairs 31:3 (2017), 
pp. 271-285; Trine Flockhart, “The Coming Multi-order World”, Contemporary Security Policy, 37:1 (2016), pp. 3-30; Andrew Hurrell, 
“Beyond the BRICS: Power, Pluralism, and the Future of Global Order,” Ethics & International Affairs 32:1 (2018), pp. 89-90. 
11  For Sarah Babb and Nitsan Chorev, “International Organizations: Loose and Tight Coupling in the Development Regime,” Studies 
in Comparative International Development 51:1 (2016), p. 81.
12  Ibid., pp. 81-102.

the World Bank compelled developing countries 
to adopt market-oriented reforms. The U.S., as 
the unique hegemonic actor in the post-cold 
war era, also invested heavily in expanding the 
boundaries of the free market economy and 
liberal democracy both on a bilateral basis and 
through multilateral institutions. 

The GFC, however, significantly changed this 
equilibrium. The failure of the West to fix the 
problems of the global economy through con-
ventional mechanisms and the increasing capac-
ity of developing countries to make their voic-
es heard paved the way for the emergence of 
more inclusive governance institutions – such as 
G-20, although the achievements of the newly 
established governance platforms remain lim-
ited. The Bretton Woods institutions (the IMF 
and the World Bank) were also reformed to give 
more vote shares to hitherto underrepresented 
actors, even though the improvements were 
hardly revolutionary. Further inclusion of new 
actors, along with the serious crisis of the free 
market paradigm, diluted the previously “tightly 
coupled” global governance regime. This is be-
cause non-Western powers, such as Russia, 
China, and India, while they do not categorically 
reject economic globalization, advocate a multi-
order world (not only multi-polar) that carves 
space for alternative paradigms of state-market 
relations.13

The main template of the liberal international 
order has been the proposition that liberal de-
mocracy and free market economy establish 
the safest and fastest ways to ensure economic 
and political development in an interdependent 
world. The GFC, however, dealt a severe blow 
on this assumption by pushing liberal democra-

cy into “a state of acute crisis,” as Öniş notes.14

Whereas the countries that put the liberal policy 
compact into practice plunged into the deepest 
economic crisis since the Great Depression of 
interwar years, some of the emerging countries 
with different varieties of state capitalist mod-
els, in relative terms, seem to weather the un-
precedented financial turmoil. As a result, the 
world, once again, is witnessing the growing 
influence of state in national economies – this 
time in a subtle and selective globalist manner. 
To be clear, the performance of emerging pow-
ers has been quite fragmented, as economic 
growth in some BRICS countries (such as India 
and China) proved much more robust and stable 
than others (such as Brazil and Russia). The in-
stability in the global South raises serious ques-
tion marks about the staying power of state cap-
italism as an alternative development paradigm 
but this does not shade their growing leverage 
in post-crisis global economy. 

State capitalism has two main characteristics 
that makes it an alternative to democratic capi-
talist paradigm endorsed by the West. First, from 
an economic angle, state capitalism prescribes 
active government intervention as a permanent 
feature of economic activity. Rather than con-
sidering it as a regulatory night-watchman only, 
adherents to this paradigm envisage the state 
as a ‘market maker,’ picking up winners and 
losers through generous government subsidies, 
weaponized taxation policies, lucrative public 
tenders, foreign trade schemes and national 
champions.15 The state capitalists are inclined to 
expand their reign over markets through direct/
indirect control over regulatory bodies and cen-
tral banks. Second, from a political angle, state 
capitalist models, in most cases, rely on illiberal-
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13  For “multi-order” world, see Trine Flockhart, “The Coming Multi-order World”, Contemporary Security Policy, 37:1 (2016), pp. 3-30. 
14   Ziya Öniş, “The Age of Anxiety: The Crisis of Liberal Democracy in a Post-Hegemonic Global Order,” The International Spectator
52:3 (2017), p. 19.
15   For a discussion on state capitalism see Christopher A. McNally, “Sino-Capitalism: China’s Reemergence and the International 
Political Economy.” World Politics 64:4 (2012), pp. 741-76; Andreas Nölke et al, “Domestic Structures, Foreign Economic Policies and 
Global Economic Order: Implications from the Rise of Large Emerging Economies.” European Journal of International Relations 21:3 
(2015), pp. 538-567. 



ism and executive aggrandizement, rather than 
political pluralism and expansion of individual 
rights and freedoms. In order to achieve rapid 
growth, the argument goes, they foster power 
centralization in the hands of a few ruling elite 
“under the disguise of swift decision-making 
and effective policy implementation.”16 Thought 
long-term sustainability of these models ap-
pears dubious17, it seems that in a world of hy-
bridity imbued with uncertainty and anxiety, 
they are gaining ground as against mainstream 
models.18 As Mounck and Foa report, today the 
countries ranked “not free” constitute 33 per-
cent of the world income up from 12 percent 
three decades ago. This is telling concerning the 
fortunes of democratic capitalism as this level 
“matches the level they achieved in the early 
1930s, during the rise of fascism in Europe, and 
surpassing the heights they reached in the Cold 
War when Soviet power was at its apex.”19

The emergent age of hybridity, as a result, leads 
to a “loosely coupled” governance regime with 
heterogeneous political-economic norms, frag-
mented institutions, and weakening of the West 
in global governance. On the one hand, in this 
emerging architecture of international order, 
non-hegemonic actors find more policy space 
to pursue strategic autonomy in their domes-
tic and foreign policies. As a result, alternative 
economic paradigms and flexible foreign policy 
partnerships appear to be the new normal in 
ever-changing alliance politics. On the other 
hand, this brings about significant uncertainty 

and instability in the global system. Policy-mak-
ers in the advanced and developing economies 
alike seem to be more inclined to weaponize 
interdependence,20 pursue neo-mercantilist 
geo-economic policies,21 and foster bilateral 
partnerships at the expense of rule-based multi-
lateralism that constituted one of the key insti-
tutional pillars of the liberal international order.22

THE MULTIPLE CRISES OF THE EU:  
A REVERSE TRANSFORMATION? 

What does this age of hybridity mean for Euro-
pean integration and the EU’s role in global af-
fairs? It is important to state at the outset that 
despite gloomy predictions of realist interna-
tional relations scholars the EU has become one 
of the key international actors in the post-cold 
war era.23 The European leaders first introduced 
the euro as the official currency of the Euro-
zone members, which proved a bold step to-
wards completing the single market and build-
ing a supranational monetary union. Second, 
the big bang enlargement to bring in Central 
and Eastern European countries (CEE) as mem-
bers catapulted the EU into a prominent actor 
seeking influence beyond Western Europe. The 
synchronized steps of deepening and enlarge-
ment boosted confidence on the part of the 
European elite regarding the future of the inte-
gration project to the extent that some pundits 
declared the EU as the driving force to “run the 
21st century.”24
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In retrospect, the EU proved highly successful in 
terms of transforming its illiberal periphery. The 
Southern European countries – Greece, Spain 
and Portugal – managed to break away from 
their authoritarian past and consolidated their 
respective liberal democracies in the Mediter-
ranean flank. Then, following the collapse of 
the Soviet Union, the EU leverage, empowering 
domestic pro-reform coalitions, became an im-
portant tool to democratize the CEE countries. 

Figure 1, for instance, shows that economic 
wealth of Southern and Eastern European coun-
tries improved well above the world average. 
Hence the capacity of the EU to promote liberal 
democracy and free market economy as part of 
its conditionality agenda has led some scholars 
to describe it as a “normative power” – that is, 
a power with the ability to define what is “nor-
mal” in global politics.25

Given the success of the European integration 
project in the early 21st century, the remarkable 
downturn over the last decade caught analysts 
by surprise. First, Southern Europe plunged into 
a severe economic crisis – probably, the worst 
recession in their peacetime history. As figure 
1 shows the post-2010 turned into a “lost de-
cade” for peripheral economies in the EU as the 
purchasing power of citizens of those countries 
either dwindled or stagnated. Then, two key 

CEE countries, Poland and Hungary, took an 
avowedly illiberal turn. The prime minister of 
Hungary, Viktor Orbán, even declared his inten-
tion to build an illiberal state in the heartland of 
Europe.26 The Kaczynski government in Poland, 
likewise, systematically undermined the rule of 
law and freedom of the media since 2015.27 As a 
result, in the case of Poland the EU had to resort 
to its Article 7 (known as the ‘nuclear option’), 
which is triggered when there is a “clear risk of 

25   Ian Manners, “Normative Power Europe: A Contradiction in Terms?” Journal of Common Market Studies 40:2 (2002), pp. 235-258.
26  Viktor Orbán, Full Text of Viktor Orban’s Speech at Baile Tuşnad’, speech, Baile Tuşnad, July 26, 2014, 
http://budapestbeacon.com/public-policy/full-text-of-viktor-orbans-speech-at-baile-tusnad-tusnadfurdo-of-26-july-2014/10592 
27  Daniel R. Kelemen, “Europe’s Other Democratic Deficit: National Authoritarianism in Europe’s Democratic Union,” Government & 
Opposition 52:2 (2017), pp. 211–238.

16   For a discussion see Mustafa Kutlay, “The Politics of State Capitalism in a Post-Liberal International Order: The Case of Turkey,” 
Third World Quarterly, https://doi.org/10.1080/01436597.2019.1699400. 
17   For a critical analysis of state capitalism, see ibid. 
18  Ziya Öniş, “The Age of Anxiety: The Crisis of Liberal Democracy in a Post-Hegemonic Global Order,” The International Spectator
52:3 (2017), pp. 18-35.
19  Yascha Mounk and Roberto Stefan Foa, “The End of the Democratic Century,” Foreign Affairs, 97:3 (2018), p. 30.
20  For the concept of “weaponized interdependence” see Henry Farrell and Abraham L. Newman, “Weaponized Interdependence: 
How Global Economic Networks Shape State Coercion,” International Security 44:1 (2019), pp. 42-79. 
21  Michael Lind, “The Return of Geoeconomics,” The National Interest, October 13, 2019. 
22  Mark Copelovitch, Sara B. Hobolt and Stefanie Walter, “Challenges to the contemporary global order. Cause for pessimism or 
optimism?” Journal of European Public Policy (early view), doi: 10.1080/13501763.2019.1678666. 
23  For an in-depth discussion see Ziya Öniş and Mustafa Kutlay, “Reverse Transformation? Global Shifts, the Core-Periphery Divide 
and the Future of the EU,” unpublished manuscript (under review).
24   Mark Leonard, Why Europe Will Run the 21st Century? (London and New York: Real Estate, 2005). 

Figure 1. GDP per capita (ppp, constant 2010 US$)

Source: Author’s figure based on World Bank, World Development Indicators
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28  European Commission. 2017. Rule of Law: European Commission acts to defend judicial independence in Poland, 
https://europa.eu/rapid/press-release_IP-17-5367_en.htm
29  Peter Hall, “The Economics and Politics of the Euro Crisis,” German Politics 21:4 (2018), pp. 355-371.
30   Mark Blyth, Austerity: The History of a Dangerous Idea (Oxford: Oxford University Press, 2013).

31   Anna Lührmann and Staffan I. Lindberg, “A Third Wave of Autocratization is here: What is New about it?” Democratization 26:7 
(2019), pp. 1095-1113.
32   Ibid., online appendix.
33   Timbro index on authoritarian populism: https://populismindex.com/report/ 
34   Ibid.
35    Krastev and Holmes describe the demographic anxiety of CEE countries as follows: “Between 1989 and 2017, Latvia hemorrhaged 
27 percent of its population; Lithuania, 22.5 percent; Bulgaria, almost 21 percent. Two-million East Germans, or almost 14 percent of 
the country’s pre-1989 inhabitants, decamped to West Germany in search of work and a better life.” See Ivan Krastev and Stephen 
Holmes, “Explaining Eastern Europe: Imitation and Its Discontents,” Journal of Democracy 29:3 (2018), pp. 125-126. .
36   Hungary Today, “Orbán: ‘Agreement between Two Parts of Europe Conditional on the West,” September 30, 2019.
37  European Commission, Report on the implementation of the Action Plan Against Disinformation, Brussels, JOIN (2019) 12 final.

a serious breach” of the core EU values, such as 
“freedom, democracy, equality, the rule of law 
and respect for human rights.”28

What went wrong? What explains the unex-
pected downturn in the EU? One should take 
the dislocations in global political economy into 
account to contextualize domestic reorienta-
tion in European politics. First, the global finan-
cial meltdown and the Eurozone crisis reduced 
the appeal of the liberal governance model. 
The GFC, for sure, was not the first shock the 
world economy went through in four decades 
of neoliberal globalization. However, 2008 fi-
nancial turmoil was rather different because, 
for the first time since the Great Depression of 
1929, almost all advanced capitalist economies 
plunged into a synchronized stalemate. The cri-
sis, therefore, revealed the systemic failures of 
the neoliberal paradigm, leaving little space to 
blame individual states on the ground of fiscal 
profligacy and domestic failures. 

The problems in the Eurozone proved more 
complex, as it exposed the flawed architecture 
of the monetary union. The single currency area 
has been an asymmetric contract since its incep-
tion. The monetary policy has become suprana-
tional with the establishment of the European 
Central Bank. However, member states have re-
tained almost full autonomy in the field of their 
national fiscal and social policies. The asymme-
try further deepened due to the incompatible 
varieties of capitalism in the Eurozone. Whereas 
the Northern core – such as Germany, the Neth-
erlands, Finland, and Austria – boosted their 
competitive capacity over the last two decades, 
the growth in Southern periphery was primarily 
driven by public and private overspending, pav-
ing the way for large current account deficits.29

The competitiveness gap financed through 
cheap foreign credits coming from the Northern 
economies in a free capital regime and paved 
the way for dependent development. As the Eu-
rozone crisis triggered a sudden stop of foreign 
capital flows the peripheral economies were 
pushed to the brink of collapse. 

The post-crisis management performance of 
the EU also proved highly chaotic in a political 
climate where the sense of urgency and short-
termism crowded out strategic response and re-
form. The creditor states of the Eurozone insist-
ed on massive austerity measures in return for 
financial support to the debtor countries, which 
prolonged the latter’s economic recovery by 
dwindling the purchasing power of the middle 
classes. Rather than addressing the institutional 
flaws – through expanding domestic consump-
tion in creditor economies, institutionalizing 
fiscal transfer mechanisms and completing a 
banking union, the core states under German 
leadership relied on techno-managerial cost-
cutting measures imbued with a moralistic dis-
ciplinary discourse.30 The Eurozone, as a result, 
managed to grow only 0.4 percent between 
2009 and 2016, while the rates were 7.4 percent 
in India and 8.3 percent in China. 

The citizens in crisis-ridden countries, combined 
with the pressures of the migration issue, were 
increasingly alienated from the core EU gover-
nance model. The nationalist-populist parties 
started to gain ground across several EU mem-
bers, which gradually undermined liberal de-
mocracy. Lührmann and Lindberg point that it 
is difficult to quantify the contemporary wave 
of autocratization, as the illiberal ruling elites 
subvert the electoral rules and skew the playing 
field in a gradual way that avoids complete rup-
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tures that used to be the case in the past waves 
of democratic breakdowns.31 The V-Dem data-
set, which aims to capture this nuanced but sus-
tained autocratization, however, suggest that 
significant democratic erosion has taken place 
in six EU member and candidate states: Poland, 
Serbia, Spain, Turkey, Croatia, and Hungary.32

Timbro authoritarian populism dataset also 
suggest, “while the average support for popu-
list parties in Europe is 22.2 percent […] more 
than one in four European voters – more than 
71 million voters – cast their vote for a popu-
list party.”33 This is a significant increase up from 
8.4 percent in 1998.34 One should state at this 
point that the drivers of the illiberal turn diverge 
across cases and no single factor captures the 
complexity of the phenomenon per se. The stay-
ing power of illiberal-populist movements is also 
dubious given that those parties do not seem to 
offer credible solutions to tackle the most ur-
gent issues such as climate change, income in-
equality, migration, and economic stagnation. 
However, the rising illiberal-populist wave cur-
rently poses a threat to the core EU values that 
deserves a thorough analysis on its own.       

A few peripheral economies, such as Poland, 
managed to weather the Eurozone crisis. This 
time, however, the tectonic geopolitical shifts 
in the broader Middle Eastern region and the 
ensuing irregular migration crisis significantly 
undermined the solidarity among EU member 
states. The CEE countries, which suffer from 
acute demographic decline,35 severely opposed 
the EU to play a more welcoming approach 

when it comes to handling the migration issue. 
The migration crisis further boosted the popu-
larity of the illiberal leaders like Orbán, who 
envisages a mono-cultural and anti-immigrant 
Europe constituted by “patriots instead of cos-
mopolitans […] Christian culture instead of a 
multicultural mishmash.”36 On the other hand, 
the securitization of the migration issue and 
appeasement policies towards the authoritar-
ian Middle Eastern governments to stem the 
flow of migrants jeopardized the EU’s already 
contested “normative power” credentials. As a 
result, the EU, paradoxically, plunged into a sub-
optimal equilibrium, which fostered illiberal na-
tionalist-populism at home while enfeebling its 
actorness abroad as a credible steward of liberal 
international order.  

The multiple crises of the EU do not constitute 
the only factors undermining the prominence of 
the liberal European project. The rise of Russia-
China axis also constitutes pull factors for states 
located in the periphery of Europe. To be clear, 
Russia’s ascendancy is not due to its economic 
capacity. Instead, Russia has become a more 
aggressive player in the European periphery by 
flexing its military muscle as in the invasion of 
Ukraine. Russia has become influential by assist-
ing far-right parties and interfering in the politi-
cal systems in several European states through 
electoral manipulation, material support for the 
far-right parties, and political disinformation. 
The European Commission, in a recent report, 
even described Russian aggression as “hybrid 
threat” threatening the core EU values.37
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38  Andre Tartar, Mira Rojanasakul, Jeremy Scott Diamond, “How China is buying its Way into Europe,” Bloomberg, 23 April 2018. 
39   The CEE and Balkan countries taking part in China’s 16+1 initiative are as follows: Albania, Bosnia and Herzegovina, Bulgaria, 
Croatia, Czech Republic, Estonia, Hungary, Latvia, Lithuania, Macedonia, Montenegro, Poland, Romania, Serbia, Slovakia, and 
Slovenia. Greece also became a partner of the initiative later, which then renamed as 17+1. 
40   Jonathan E. Hillman and Maesea McCalpin, “Will China’s ‘16+1’ Format Divide Europe?” 
https://www.csis.org/analysis/will-chinas-161-format-divide-europe 
41  Christopher Balding, “Why Democracies Are Turning Against Belt and Road,” Foreign Affairs, October 24, 2018.
42 Thorsten Benner et al, “Authoritarian Advance: Responding to China’s Growing Political Influence in Europe,” GPPi & MERICS 
Report, February 2018, p. 16.
43  Ibid., p. 17.  
44  European Commission, “EU-China: A Strategic Outlook,” 12.3.2019 JOIN (2019) 5 final, p. 1.
45  Guy Chazan, Valerie Hopkins and Michael Peel, “Von der Leyen defies Macron over Balkans EU accession,” Financial Times, 
8 November 2019. 
46  For a fuller discussion see Ziya Öniş and Mustafa Kutlay, “Reverse Transformation? Global Shifts, the Core-Periphery Divide and 
the Future of the EU,” unpublished paper (under review).

China, on the other hand, pursues a less blazed 
and subtler strategy. Parallel to the global pow-
er shifts Beijing has become a key investor and 
trade partner for crisis-ridden European econo-
mies. For instance, according to Bloomberg, 
“China has bought or invested in assets amount-
ing to at least $318 billion over the past 10 years 
[in Europe] – 45 percent more China-related ac-
tivity than the U.S.”38 China launched the 16+1 
platform with CEE and Western Balkan coun-
tries to expand infrastructure and technology 
investments in the region.39 As part of this 16+1 
initiative Beijing has invested some $15.4 bil-
lion in infrastructure since the formation of the 
platform in 2012.40 If China’s expanding invest-
ments in the CEE and Balkan countries are con-
sidered along with the Belt Road Initiative, the 
increasing presence of Beijing in the European 
periphery leads to political concerns regarding 
the future of democratic capitalism in Europe. 
The Chinese money entices particularly illiberal 
leaders, because, as highlighted in a different 
context, “unlike Western lenders, China does 
not require its partners to meet stringent con-
ditions related to corruption, human rights, or 
financial sustainability.”41 As expected, Chinese 
leadership offers ludicrous trade and invest-
ment opportunities in return for political sup-
port. Hungary, which strives hard to cultivate 
closer economic ties with China, for instance, 
“derailed the EU’s consensus by refusing to sign 
a joint letter denouncing the reported torture 
of detained lawyers in China” in March 2017.42

The Czech Republic, a country that used to be 
critical of human rights violations in China, has 
adopted a pro-Chinese stance with the leader-
ship change in 2014. The new Czech president, 
denouncing “submissive attitude of the previ-
ous government towards USA and the EU,” ex-
pressed his willingness to develop close cooper-
ation with Beijing.43 The European Commission, 
in one of its recent strategy documents, labelled 
China as “a systemic rival promoting alternative 
models of governance.”44 The new President of 
the European Commission, Ursula von der Ley-
en also urged the EU to act more proactively in 
the Balkans by pointing to Russia and China as 
actors willing to “fill the gap” if the EU “fail[s] 
to do so.”45     

The EU’s multiple crises and the challenge of the 
non-Western powers jointly inform a new cleav-
age structure in Europe: liberal core vs. illiberal 
periphery, which brings about the possibility of 
reverse transformation – i.e., the power of the 
illiberal periphery to influence the liberal core 
for the first time in the history of European in-
tegration.46 The emergent illiberal bloc appears 
to have three-layers. The nationalist-populist 
governments in some member countries such 
as Hungary and Poland constitute the first layer. 
The ascendance of the far-right parties in core 
EU states, such as the Alternative für Deutsch-
land (AfD) in Germany and Le Pen’s National 
Front in France, constitute the second layer. Al-
though these parties are not powerful enough 
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to win elections, they still attract an increasing 
number of voters and push the central parties 
towards more assertive anti-migrant and pro-
tectionist policies. The final layer can be con-
ceptualized as the ‘illiberal outsiders’ such as 
Russia, China and, perhaps, the U.S. with the 
election of Donald Trump as the 45th American 
president. It is important to note that the illib-
eral insiders do not seek the dissolution of the 
EU; rather they seem to advocate a new type 
of European architecture by transforming it 
from within.47 Also, the emergent illiberal bloc 
does not pose a coherent ideological alterna-
tive to the liberal core. The level of coordination 
among those three layers seems rather limited 
in the current context. Furthermore, the contest 
is still wide-open, especially given the fact that 
the political agenda of the nationalist-populist 
parties does not offer comprehensive solutions 
to the complex challenges of contemporary 
Europe. Still, they are likely to be resilient un-
less the European political elite and the core EU 
institutions assume a more forceful leadership 
stance to address existing challenges. 
      

TURKEY-EU RELATIONS: TOWARDS 
“DIFFERENTIATED INTEGRATION”? 

The emergent wave of reverse transformation, 
along with global power shifts, is likely to alter 
the institutional architecture of the EU and its 
modality of cooperation with external actors in 
the foreseeable future. Although the sources 
of the EU’s multiple crises are divergent, they 
jointly point towards the weakening of the liber-
al core. It is rather striking that Eurosceptic far-
left and far-right parties are on the rise even in 

core EU countries such as Germany and France. 
The Brexit referendum also demonstrates the 
consequential impact of nationalist-populism 
gaining currency in Europe. In a hybrid interna-
tional order, the U.S. is increasingly cutting Eu-
rope loose as a political, economic, and security 
project. The fragmentation in the transatlantic 
regime, the increasing influence of the Russia-
China axis in the EU’s sphere of interest, and do-
mestic illiberal backlash is paving the way for a 
renewed debate on the alternative institutional 
architecture(s), including the porous models of 
internal and external integration – also called 
differentiated integration. 

Differentiated integration has a long history in 
European studies. The concept, however, has 
been a backwater in the literature, probably, be-
cause of the unspoken assumption that “differ-
entiated integration would erode over time […] 
treaties signed outside the treaties would even-
tually be brought within them [and] intergov-
ernmental pillars and methods would converge 
on community ones.”48 This is, arguably, due to 
the strong belief in the transformative capacity 
of the liberal EU project discussed in the previ-
ous section. However, more flexible integration 
schemes have become a norm rather than an 
exception recently, which is expected to grow in 
a post-Brexit European Union.49

The modifications in the EU institutional struc-
ture would have major effects on Turkey-EU re-
lations as well. Turkey had close ties with the EU 
since 1963 as an associate member. It has been 
a candidate country for membership since 1999 
and an acceding state since 2005. Although its 
membership prospects remain very low due to 
a variety of reasons beyond the scope of this 
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paper, bilateral cooperation proves crucial for 
both sides.50 For the EU, Turkey is a critical geo-
political steward that plays a vital role for Eu-
ropean security in terms of controlling critical 
migration routes, balancing Russian aggression 
in the neighborhood, and constituting a large 
market for European corporations in an other-
wise unstable region.51

For Turkey, on the other hand, the EU is her 
largest investment and trading partner. It is 
true that Ankara has developed closer relations 
with some of the key non-Western powers over 
the last decade at the expense of its relations 
with the EU. However, Turkey’s growing rap-
prochement with Russia and, more cautiously 
with China, is not likely to be a total substitute 
for its relations with the West. The EU and the 
U.S. continue to be Turkey’s principal economic 
partners despite all the anti-Western rhetoric 
that currently possesses the public. This is due 
to Turkey’s current political economy structure. 
The current account deficit constitutes a struc-
tural problem in the Turkish economy and the 
inflow of foreign capital proves critical to sustain 
economic growth. The EU-U.S. share in Turkey’s 
total trade is still more than 50 percent. Foreign 
direct investment stock from the West made up 
68 percent of total in 2018, despite a constant 
decline over the last two decades (see Table 1). 
On the other hand, Turkey’s total trade with 
BRICS increased to more than $60 billion in 2017 
– almost 38 percent of Turkey’s total trade with 
the EU. However, the export-import balance is 
highly skewed in favour of the BRICS group, the 
Russia and China in particular, as Turkey’s total 
export to those countries in the same period 
was only $7.3 billion. Turkey’s total trade deficit 
was almost $77 billion in 2017, and remarkably, 
BRICS accounts for 60 percent of it.52 Turkey’s 

foreign trade relations with the EU appear to 
be on a more balanced and sustainable path, as 
Turkey’s total exports to the EU represented 87 
percent of its total imports from the EU, com-
pared to 13.6 percent for the BRICS countries. 
For Russia, the same figure is 15 percent and for 
China, 14 percent.53

Their criticism of the Western-led international 
order unifies Turkey and the Russia-China axis. 
However, Turkey needs to improve its techno-
logical capacity to produce high-value added 
goods and cope with the rising competition in 
the non-Western world, which paradoxically, 
requires closer ties with the West. In 2018, high-
value added exports in Turkey’s total manufac-
tured exports constituted 2.3 percent suggest-
ing that investment flows from the West prove 
critical not only in terms of financing Turkey’s 
current account deficit but also for much-need-
ed technology transfers and sustainable eco-
nomic growth (see Table 1). Even though state 
capitalism is making its way into Turkish political 
economy and the EU muddles through a series 
of crises, institutional cooperation with the EU 
remains vital for both sides.  

That being said, the odds of Turkey becoming EU 
member remain the lowest since 1999. The EU 
seems hesitant to fulfil its promises even to the 
Western Balkans countries, which were includ-
ed in the EU’s next enlargement agenda. French 
President Emmanuel Macron stated this by pub-
licly declaring that Europe is “on the edge of a 
precipice” and urged the EU leaders to “wake 
up.”54 At a critical juncture that institutional re-
form is the sine qua non to make the EU “fit for 
purpose,” any meaningful cooperation between 
Turkey and the EU is likely to fall short of mem-
bership whatever the actual state of play. 
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Table 1. Turkey – basic macroeconomic indicators

Source: World Bank Development Indicators and Turkish Statistical Institute, Institute of International Finance. 

(*) 2018Q3 data.

2002 2008 2012 2014 2016 2018

GDP (USD) 238 764 934 859 863 766

GDP per capita (USD) 3,660 10,851 12,127 10,985 10,863 9,631

Current account deficit/GDP -0.3 -5.2 -4.7 -3.7 -3.8 -3.5

FDI flows (USD, billion) 0.6 19.9 13.1 18 13.3 13

The EU-US share in total trade (%) 57 43 42 46 51 51

The EU-US share in FDI stock (%) 92 84 82 79 74 68

High-tech/manufactured exports 1.8 1.9 1.8 2.3 2.5 2.3

External debt (FX)/GDP* 54.8 36.3 38.9 43 37.7 64.9

The last decade of Turkey-EU relations reflects 
a never-ending cycle of blame games that un-
dermined mutual trust on a scale previously un-
known in this decades-long partnership. On one 
side, Turkey adopted a different regional path 
along state capitalist lines especially since 2013 
with major economic and political tribulations. 
The EU, according to the Turkish ruling elite, 
is too embroiled in domestic stalemates and 
trapped in anti-migrant rhetoric. Following the 
attempted coup of July 15, 2016, in particular, 
Ankara felt abandoned, as “its western partners 
were not sensitive to the security concerns that 
Turkey faced.”55 The EU, on the other hand, 
stepped up its criticism concerning the demo-
cratic regression, erosion of rule of law, and 
human rights violations in Turkey in the post-
coup-attempt period.56 That it did so in an overly 
cautious way led critics in the EU and Turkey to 
lambast this approach as veiled appeasement 
due to imminent realpolitik risks.

It is true that Turkey-EU relations are embroiled 
in a complex web of path-dependent geopoliti-
cal and identity-related problems. Under these 
circumstances it will take more than political 
entrepreneurship and political conditionality 
to overcome existing stalemates. It is also true 
that, in the words of Krastev and Holmes, the 
“imitation imperative” – that is, “importing lib-
eral-democratic institutions, applying Western 
political and economic recipes, and publicly en-
dorsing Western values,”57 seems to be inverted 
in Europe. The current shifts in the EU hint that 
the member and candidate countries are more 
likely to find exit routes in an increasingly post-
Western international order. Turkey’s recent 
quest for strategic autonomy from the West can 
also be interpreted in this context. However, as 
discussed above, Turkish political economy can-
not afford abandoning multi-layered ties with 
the West. Ankara’s recent rapprochement with 
Russia and China cannot address Turkey’s devel-
opmental and societal concerns in a ‘bit-driven 
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knowledge economy.’58 Similarly, in the face of 
new geopolitical challenges and NATO “is suffer-
ing from brain-death” in the words of the French 
President,59 the strategic cost of abandoning 
Turkey would prove too high for the EU.      

Then, the question is: if full membership is not 
on the horizon in the relevant future and if con-
ventional political conditionality falls short of 
incentivizing the Turkish ruling elite, how could 
parties steer a course out of the recurring crisis 
mood in bilateral relations? This brings about 
differentiated integration, undergirded by 
democratic norms and values, as a new modus 
operandi for Ankara and Brussels. The trade and 
investment regime through a modified customs 
union arrangement, visa and migration regime 
through a series of interrelated agreements, 
and foreign policy and security regime through 
institutionalized decision-making mechanisms 
appear to be the main areas where large win-
ning coalitions can be formed on both sides. 
The renewed co-operation, however, should 
keep core EU values and norms – i.e., pluralist 
democracy, rule of law, and rule-based market 
economy – as key organizing principles guiding 
Turkey-EU partnership. This would help Turkey 
uphold democracy and rule of law at home and 
sustain economic competitiveness abroad. A re-
newed dialogue with Turkey based on core val-
ues and common interests would also contrib-
ute to the EU’s capacity in the age of hybridity 

increasingly shaped by power politics. The insti-
tutional and legal underpinnings of differentiat-
ed integration in Turkey-EU relations, however, 
still remain a work in progress. As Müftüler-Baç 
points out, “this could only occur if the legal and 
institutional framework of the EU is altered.”60

The existing architecture, while providing op-
portunities for EU member states willing to 
‘opt-out’, does not envisage much space for 
non-members to participate in the EU decision-
making processes if they are willing to ‘opt-in.’ 

In conclusion, it is not far-fetched to suggest that 
the main agenda in Turkey-EU relations would be 
pondering the technical and political enablers of 
new partnership modalities in bilateral relations 
to avoid rupture. Whether a new co-operation 
framework could be crafted still remains an 
open-ended question. In effect, it all boils down 
to the capacity and political willingness of the 
European leaders to re-structure the EU to 
make it remain relevant in an increasingly post-
Western international order and to the Turkish 
ruling elite to decide on which side they think 
Turkey should stand in the age of hybridity. 
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