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Turkish tobacco market has transformed largely in the last three decades. In line with the
economic liberalization process, which started with the 24 January decisions, tobacco and
cigarette sector went through a structural transformation. Starting with the legalization of non-
local tobacco imports, the process was further accelerated with the ratification of the Tobacco
Law shortly after the 2001 economic crisis, a law which put into practice the contract farming
system. The process culminated in 2008, with the privatization of the national monopoly on
tobacco production and trade.

This thesis aims to analyze the recent developments in Turkish tobacco sector by using
David Harvey’s notion of “primitive accumulation”. According to Harvey, the neoliberal
practices being implemented in various geographies around the world can be thought as the
spatio-temporal reorganization of the capitalist accumulation regime after the over-accumulation
crisis of capitalism in the 70s. The thesis reveals two major patterns. Primarily, it claims that
primitive accumulation practices take place in any moment throughout the capitalist mode of
production as Harvey emphasizes contrary to how Marx represents it as a historical moment
during the rise of capitalism. Harvey approaches “accumulation by dispossession” in order to
emphasize the continuous contextures of primitive accumulation in capitalist accumulation
process. The thesis discusses the privatization of TEKEL, the domination of transnational
cigarette companies, the restructuring of the tobacco market through the Tobacco Law, the
decrease in the tobacco production throughout the years, and the detachment of tobacco
cultivators from land and production as practices of accumulation by dispossession. Contrary to
mainstream arguments stating that the dynamics in tobacco market are consequences of natural
market processes, the thesis goes on to claim that the tobacco market is a field of struggle
between market agents, composed by ceaseless interventions of the state and of international
institutions. International agreements, laws, regulations, action plans, conditions of contracts, and
tax policies are concrete forms in which this struggle takes place. The thesis, by referring to
macro statistics and socio-economic indicators, aims to present a coherent picture of the recent
dynamics restructuring the Turkish tobacco market, and to situate this restructuring within the
broader historical and theoretical framework.



Sosyal Bilimler Enstitiisti’nde Yiiksek Lisans Derecesi i¢in Orkun Dogan tarafindan Agustos

2012’de teslim edilen tezin 6zeti

Tiirkiye’de tiitlin liretimi ve tiitiin piyasasi son otuz yillik siire¢ igerisinde biiyiik bir doniisiim
yasamistir. 24 Ocak Kararlari ile baslayan ekonomideki liberallesme siirecinin dogrultusunda
tiitlin ve sigara sektorii yapisal doniisiimlerden ge¢cmistir. 80’lerde yabanci menseli tiitlinlerin
ithalinin serbest birakilmasi ile baslayan bu siire¢, 2001 ekonomik krizi sonrasinda ¢ikartilan
Tiitlin Yasas1 dahilinde tiitiin {iretiminde s6zlesmeli ¢ift¢ilik modelinin uygulamaya sokulmasiyla
ve sonrasinda 2008’de yillardir tiitiin {iretimini ve ticaretini diizenleyen devlet tekelinin
ozellestirilmesi ile devam etmistir.

Bu tez, Tiirkiye tiitiin sektoriinde son donemde yasanan gelismeleri David Harvey’in
“miilksiizlesme yoluyla birikim” kavrami iizerinden degerlendirmektedir. Harvey, diinyanin
farkli cografyalarinda uygulamaya konan neoliberal pratiklerini, kapitalizmin 1970’lerde yasadig
asiri-birikim krizinin sonrasinda kapitalist birikim rejiminin zamansal ve mekansal olarak
tekrardan organize edilmesi olarak gormektedir. Tez iki ana egilimi ortaya koymaktadir.
Bunlardan ilki, Harvey’in de vurguladig: {izere, Marx’1n kapitalist iiretim modeline gegiste tarihi
bir asama olarak kavramsallastirdigi “ilksel birikimin” kapitalist Uretim sistemi icerisinde de
heran gerceklestigidir. David Harvey, “miilksiizlesme yoluyla birikim” kavramiyla bu heranliliga
ve ilksel birikimin gilincelligine vurgu yapmaktadir. Tez, Tekel’in 6zellestirilmesini, ¢ok uluslu
sigara sirketlerinin tiitiin ve sigara piyasalarin1 domine etmesini, Tiitlin yasast ile piyasanin
tekrardan diizenlenmesini, tiitiin iiretiminin yillar igerisinde azalip, tiitiin tireticilerinin tiitiin
tiretiminden kopmak durumunda kalmalarini miilksiizlesme yoluyla birikim kavrami Uzeriden
degerlendirmektedir. Tezde alt1 ¢izilmeye calisilan bir diger nokta da tiitiin piyasasinin piyasa
dinamikleri dogrultusunda kendinden isleyen bir yap1 oldugu goriisiiniin aksine piyasa
aktorlerinin ve devletin surekli midahale ettikleri bir micadele alan1 oldugu gériistidiir.
Uluslararas1 antlagmalar, yasa metinleri, yonetmelikler, eylem planlari, s6zlesme sartlari, vergi
politikalar1 her daim iireticiler, sirketler ve devletler aras1 bu miicadelenin somutlastig1 alanlardir.
Bu anlamda bu tez ¢aligmasi farkli zamanlarda, farkli boyutlarda tiitliin piyasasini yeniden
diizenlemeye yonelik bu gelismeleri birarada kantitatif veriler iizerinden degerlendirerek, genis
tarihsel ve teorik ¢erceve icersinde biitiinliiksel bir analiz olusturmaya calismstir.
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CHAPTER 1: INTRODUCTION

Tobacco is a distinct cash crop through which we can deduce some explanatory insights
about the expansion and consolidation of capitalism. Tobacco is a commodity through which the
particular production relations, labor processes and trade relations can be analyzed. From the
beginnings of its commercial production and trade, it has always been exposed to high demand.
The tobacco and cigarette industry have enjoyed a high profitability owing to low elasticity of
demand because of its addictive nature. Thus, the production and the trade of tobacco have been
always subjected power struggle. The power struggle defines the conditions how the tobacco
production and trade being organized, how the surplus produced in production process being

extracted and redistributed among the agents operating in the tobacco market.

The organization of tobacco production and trade reflects the dominant economic order of
the era. In colonial ages, it was one of the main instruments that European colonial states
guaranteed the wealth inflow by dominating the trade. The trade agreements and measures to

regulate its international trade were important tools to discuss the economic structuring of
9



mercantilist era. The tobacco was produced in the colonies in Americas. The merchants
conducted the trade and dominated over the trade routes were able to build up accumulation. As
Marx pointed out, the accumulated wealth as merchant capital was crucial for the transition to the
capitalist mode of production (Marx, 2010, p. 717-18). The tariffs and the taxes on tobacco were
stable supplementary budget items for the states dominant in tobacco trade. When tobacco
production spread all around the world and its consumption extremely increased, the state

monopolies set in arrangement of the production and trade.

Tobacco can be produced in a range of different geographies. In each locality, it acquired
different characteristics, and flavors. There have been three major types produced and consumed
widely: Virginia, Burley, and Oriental. Oriental tobacco has been mostly cultivated in the regions
around the Balkans. Climate of Turkey, the hot and dry one, is suitable for Oriental tobacco
production. It is grown in poor and rocky soil. The combination of the climate and soil
(dis)quality determines the leaf quality. On the contrary to Virginia type tobacco, Oriental
tobacco is usually grown in small plots since its cultivation is very labor-intensive. For this
reason machinery use is not so wide spread. The effective use of irrigation, pesticides and
chemical fertilizers is mostly not appropriate for growing high quality Oriental tobacco. Turkey
had been the leading country in Oriental tobacco production until the recent years when China
and India have started to cultivate oriental tobacco and dominated the global Oriental tobacco
production. Oriental tobacco had various areas of usage. Until the Second World War, it was
mixed in all cigarette blends with 95 percent. However, the global demand of Oriental tobacco
has decreased over the years. The consumption pattern had changed with the evolution of
American blends, and the aggressive strategies of transnational cigarette producer companies to
increase their market share globally.

10



The state monopoly, TEKEL played a vital role in every corner of tobacco affairs in Turkey
since the early years of the Turkish Republic. There was an alliance between the cultivators and
the monopoly. Producers were supported by minimum price policies, support buying, and
production subsidies. The number of households earned their living on tobacco production was
getting increased under state protectionist policies. The state monopoly also worked on
developing the standards in tobacco production. Turkish tobacco became globally popular under

the supervision of state monopoly.

Turkish tobacco market has passed through turmoil since the beginning of 2000s. Despite
the fact that it is still in a state of flux, and taking account of the multifaceted structure of the
problem; analyzing the transformation, or, further to that, forecasting the possible spawning
conditions in near future for the market and the agents operating in the market would be a
deficient pursuit. The thesis, instead of committing prognostication, attempts to understand the
underlying dynamics of the vast changes happening in the market. At this juncture, | appeal to

David Harvey’s theoretical approaches on the historical geography of capitalist development.

According to Harvey’s crisis theory, capitalism ontologically needs a surplus for coming
into existence and growing. Capitalism has some inherent tendencies to fall into crises. If the
accumulated surplus created inside of the capitalist system does not find an outlet in order to
sustain the accumulation regime, capitalist system experiences an over-accumulation crises.
There can be various constraints, trouble spots disrupt the accumulation process (e.g. market
constraints, labor constraints, technology constraints or whatever). Capitalism needs a “spatial
fix” to overcome the surplus absorption problem. The temporal and spatial displacements of the

surpluses were piling up at some parts of the world through economic, diplomatic or brutal means

11



and this displacement and accumulation processes has been the main tool of capitalism as a
remedy of over-accumulation crises. In his books The New Imperialism (2003)* and A Brief
History of Neoliberalism (2007)?, David Harvey treats the neoliberal restructuring of the Third
World economies as an answer to the capital surplus absorption problem occurred in the

beginnings of the 70s.

Neoliberalism in that sense can be considered as all practices which include the smashing
down of all barriers and constraints that ‘hinder’ the capitalist accumulation process. The creation
of world market, capital and commaodity exports, foreign direct investments, resignation of social
welfare policies, attacks on unionist movements, unregulated financialization, the wave of
privatization of state-owned enterprises, and, more brutally, the widening of the neocolonial
practices (like, say, bringing up “democracy” to the “backward” regions of the world) should be
rethought in this perspective. In order to show the historical continuity of primitive accumulation
practices, Harvey introduces the notion of “accumulation by dispossession” to theorize the spatial
fix endeavors of capitalist accumulation regime in the last three decades which includes the
extension of commodification of land and labor power, suppression of alternative forms of
production and consumption, the expulsion of peasant populations, and the privatization of
commonly owned assets and state-owned enterprises. Beyond these, the neoliberal ideology
forms its basis on the ideal of individual liberty and freedom. The private property, personal
initiative and entrepreneurialism, free market, and free trade are the values promoted by the
proponents of the neoliberal ideology. The whole economic models, mechanism designs

supported by neoliberal theoreticians, and the whole development programs, the structural

! Harvey, D. (2003). The New Imperialism. Oxford University Press. 137-183.
% Harvey, D. (2007). A Brief History of Neoliberalism. Oxford University Press.87-120.
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adjustment projects encouraged by the WB, the WTO, and the IMF have been seeking the ideal
of liberal freedom. Marx deconstructs the liberal notion of freedom committed to laborers by the
capitalism in Capital by presenting its double meanings. On the one hand, in capitalist mode of
production the laborer is “free” to control over her labor power. But on the other hand, she is free
from all means of production and subsistence to reproduce her labor power (Marx, 2010, p.171-
72). The thesis also discusses critically the rhetoric of restructuring practices in Turkish tobacco

sector which bestow freedom to all market agents.

The thesis following the Harvey’s approach discusses Oriental tobacco and Turkish
tobacco sector as one of the moments which capitalist accumulation regime attempts to absorb in
different times and through different mechanisms. Second chapter of the thesis gives the
theoretical background followed in the next chapters. Marx’s notion of “primitive accumulation”
presented in Capital will be examined in detail. Its importance in his theory of capitalism will be
argued by giving reference to his words from the related chapters in Capital. Afterwards, | will
refer to Harvey’s notion of “accumulation by dispossession” in order to emphasize the soundness
of primitive accumulation in understanding the contemporary dynamics of capitalist relations and
organization of capitalist discipline. In the third chapter, from a historical perspective, | will trace
out the discovery of tobacco in the Americas and bringing to the Europe as a cash crop, a
commodity. The thesis claims that tobacco is a special product through which we can read the
history of economic thought. The efforts of the states to regulate its production and trade
relations, the tax regime implemented on tobacco, the agents and the alliances of the agents who
are producing, trading, and regulating these relations, and the international agreements defining
the conditions of tobacco trade can give some insights about the dominant economic order at a
given historical period. In order to illustrate the practice of primitive accumulation, the

13



developments in the tobacco market in the late of Ottoman Period will be put forward. The
emergence of the Public Debt Administration for regulating the debts of the Empire to the foreign
countries and merchants, and the foundation of Regie Company for controlling all affairs of
tobacco production and trade are considered as spatiotemporal fix of accumulation regime which
disrupted by the crisis of capitalism of 1873. It was the displacement of the surplus accumulated
in European territory and turn into a profitable investment in the borders of Ottoman Empire. The
intervention of Regie Company for the sake of regulating the tobacco market and the reactions of

the cultivators will be discussed in the end of the chapter.

Next chapter mainly focuses on the recent developments in the Turkish tobacco sector.
Parallel with Turkish Economy, tobacco sector has been experienced neoliberal transformation
since 1980s. In order to serve a comprehensive analysis on the recent transition, the
reorganization agricultural sector after post-war era in line with the current capitalist
accumulation regime will be analyzed. Furthermore, | discuss the emergence of transnational
companies in the agricultural sector and the role of them in the expansion of capitalist mode of
production in third world agriculture. After I depict the conjectural framework, my point of sight
turns to the developments in the Turkish tobacco sector. As | aforementioned above, the
neoliberal transformation is considered as the attempts to eliminate all kinds of the barriers that
constitute an impediment to the capacity of surplus absorption. From that account, | put together
various points related to the transition in the tobacco market to evaluate the developments within

a broader perspective.

The power of organized labor and effective union movements was considered by capitalists

every corner of the world in 1970s as a primary thread in the surplus absorption. The coup of
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1980 and the following brutal crushes of organized labor eliminated this thread. The January 24
decisions, the market reforms implemented by Ozal Government, and the Custom Union
Agreement with European Union in 1996 were the battering down of the closed doors to let the
foreign capital move freely. It went hand in hand with the attacks on the protectionist and the
regulatory implications of the states. “Globalization” has been sanctified as the emergence of
worldwide commodity and financial markets, the creation of “world culture” and growth of
cross-cultural contacts, and the achievement of free circulation of people of all around the world.
Nevertheless, Harvey sees the globalization is nothing more than ‘a massive resort to

geographical displacement and restructuring, the systemic breaking down of all spatial barriers’.’

The reflections of the liberalization in the economy on the tobacco sector after 80s were
the elimination of the monopoly position of TEKEL in the tobacco market and the allowance to
import Virginia and Burley tobacco. The new alliances between the transnational companies and
local capitalists occurred. The governments with legal arrangements oiled the wheels of foreign
cigarette companies to invest in Turkish tobacco sector. Furthermore, the structural adjustment
reforms subsequent to the economic crisis of 2001 aimed to eradicate the remnants of the welfare
state. The contract farming system in tobacco sector was put into the practice with the one of fast
law amendments in 2001. It has been the method that the companies can establish control over
the labor power of the cultivators and the land without possessing it. Last but not least, the
privatization of TEKEL and the closure of the tobacco processing operations of TEKEL have
opened up new terrains for surplus absorption. The purchase of the alcoholic beverages
department of TEKEL was a striking example of surplus absorption. The purchase of the assets

of the TEKEL, especially the lands in the centers of the cities, should be analyzed in this

® Harvey, D. (2007). In What Ways Is ‘“The New Imperialism’ Really New?. Historical Materialism. 15. 57-70
15



perspective. The change of the old production facility to a shopping mall, a private university or a
big hotel can be considered as the manifestation of the accumulation by dispossession practices.
However, this aspect of the accumulation by dispossession will not cover in the scope of the

thesis.

In the very end of the Chapter IV, the effects of the vast transformation on the market will
be analyzed. In brief, the interventions for the sake of creating a free market structure in Turkish
tobacco market have gone hand in hand the downward trend in the global demand of Turkish
tobacco. In consequence of TEKEL’s withdrawal from the tobacco sector the cultivators have
been left alone taking a stand against the big companies. The elimination of subsidiary policies
and the decrease in the demand of Oriental tobacco together has led to exclusion of a vast number
of tobacco cultivators and the workers employed in tobacco processing and cigarette production.
The turmoil in the tobacco sector is still hot. Hence, it is difficult to interpret the developments
related to this topic. Nevertheless, | believe that the framework | suggested in the thesis can be
served as a fruitful starting point to discuss the recent turmoil in the tobacco sector and the

reactions against it.
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CHAPTER I1: HISTORICAL CONTINUITY OF MARX’S NOTION OF
“PRIMITIVE ACCUMULATION” IN HARVEY’S NOTION OF

“ACCUMULATION BY DISPOSSESSION”

Primitive Accumulation in Marx

According to classical Marxist school, the concept of primitive accumulation analyzed in
Capital Vol. 1 suggests the historical process that gave birth to the conditions of a capitalist
mode of production. Within the historical materialist perspective, the term can incorporate the
whole practices of state and market processes, which lead a primary accumulation for the
“evolution” in a transitional period from a pre-capitalist mode of production (mostly feudal
order) to a capitalist mode of production. Alternatively, the same idea can be evaluated not as a
static and particular concept but rather as a continuous phenomenon within the capitalist mode of
production. Present thesis aims, on the one hand, to analyze the term as it is used originally in the
Capital, in order to find an insight for its comprehension and validity to associate the textual
evidence with some central tenets of Marx’s theory of capitalism. On the other hand, | will
discuss and elaborate on the notion “primitive accumulation” within contemporary debates,
emphasizing that the notion is not only a historical epoch which already ended, but that it is a

dynamic and ongoing process, which is crucial for understanding today’s neoliberal orthodoxy.

In this regard, David Harvey’s conceptualization of “accumulation by dispossession”

provides an important vehicle for discussing the organic relationship between capitalist
17



accumulation and primitive accumulation today. Also, it makes an important contribution for
debates on the new social movements and struggles: an opposition force made up of the

“dispossessed” (Harvey, 2010, p. 313).

I think that this framework provides an integrated approach to review and discuss the main
subject matters of this thesis; the process of expropriation of cultivators and workers in the
tobacco sector in Turkey within and through the privatization of TEKEL, the relations between
Turkey and International Monetary Fund (IMF), Turkey and World Bank (WB), Turkey and
European Union (EU), the cancellation of the Tobacco Fund, taxation policies on tobacco and
tobacco by-products, market strategies of Transnational Corporations (TNC’s) and the role of the
governments in this scenario. The discussion below aims to argue that *“accumulation by
dispossession” can be regarded as a common ground, and an appropriate notion for
understanding the above mentioned facts, and the transformation of the Tobacco Sector in
Turkey in the last three decades. Hence, it would be a new perspective for an academic work in

the discipline of economics in Turkey to analyze a case study within this theoretical perspective.

I argue that we can understand Marx’s theory of primitive accumulation both as a moment
in history and also as an ongoing process, as a historical continuity; and by doing so, we can
depart from traditional interpretations. In this chapter, 1 will first analyze the term directly in
Marx’s writings especially in Capital Vol. 1, Part 8. Then, some classical approaches to
primitive accumulation within traditional Marxist schools of thought will be mentioned. In the
next section, Harvey’s term “accumulation by dispossession” will be discussed to demonstrate
the ongoing nature of primitive accumulation, and that the notion is still relevant today to

understand the contemporary dynamics of capitalist relations and organization of capitalist
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discipline. With this theoretical assistance, | will discuss the contemporary conditions of tobacco
producers, the period of the dissolution of tobacco sector in Turkey and the practices of TNCs
like propagation, manipulation and capturing the market to perpetuate the accumulation or
survive. This chapter argues that a reinterpretation of Marx’s theory of primitive accumulation
may provide some important insights, and shows us the common social character of different

policies in different historical epochs in different geographies.

Marx gave the title “Primitive Accumulation” to the Part 8 of Volume One of Capital after
the discussion of the conditions of simple reproduction and conversion of surplus value into
capital, the part in which Marx put forward his most influential contribution to the general law of
capitalist accumulation that he was utterly devoted to work on. He explicitly lays down the
conditions of capitalist accumulation (which I will discuss later in comparison to primitive
accumulation) and then goes back to discuss and analyze the preconditions of capitalist
accumulation that are necessary for its realization. As Harvey implies in his lectures on Marx’s
Capital, this method of describing the capitalist mode of production gives some insights about
Marx’s dialectical method to constitute a totality of his theory. He discusses the trigger effect of
primitive accumulation for any given time-process of accumulation. The “original” or

“primitive” capital has to be analyzed as presupposition of capitalist accumulation. *

Marx refers to the primitive accumulation differently than Adam Smith, who uses the term
“accumulation of stock” in the Chapter 8 of Wealth of Nations. According to Smith,
accumulation of stock is a necessary condition for division of labor. He states that in the original

state of society before the accumulation of stock and the appropriation of land, division of labor

* Harvey, D. Capital Class One, Capital Class Thirteen. www.davidharvey.org
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didn’t exist and therefore market exchanges were seldom realized. In such a society, each laborer
endeavors to supply the whole product, as the result of his own labor. Hence, the accumulation
of stock and seizure of lands can be evaluated as putting an end to this state of society and this is
a precondition for the establishment of division of labor and the emergence of wages which
would increase with the improvements in productive power of labor. He theorizes the notion
“accumulation of stock” to elaborate the classical explanation of factors of production and
factors of payment. (Smith, 2003, Chp. 8) On the contrary, Marx refers to primitive
accumulation from a different perspective, in the light of his categorization of capital. He builds
up a class based approach from the beginning to discuss the notion of primitive accumulation.
After he defines the term and discusses its importance for accumulation process, he indicates the
connection between primitive accumulation and the formation of working class and the

bourgeoisie in a class-based approach.

In the very beginning of the Chapter 26, Marx directly tells the reader why he has to
discuss the primitive accumulation. At a first glance, it can be evaluated that his having recourse
the notion of primitive accumulation is an attempt to provide a consistent explanation to render
completing the missing historical foundations of his theoretical and analytical narration
constituted form the beginning of the Capital. (Harvey: Capital Class 13) He tries to strengthen
his assumptions (in this context; an accumulated money as a merchant capital and usury capital)
on which he constitutes his theory of capitalist mode of production. In his words, without the
primitive accumulation the whole movement from capitalistic production to capitalist
accumulation through surplus value creation would turn into a vicious circle. (Marx, 2010, Chp

26)
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Marx points out that the complete separation of the laborers from all property, the very
property through which laborers find ways to realize their labor and satisfy their subsistence, is
the preliminary condition for capitalist system. Moreover, he stresses the power of the capitalist
system to increase the magnitudes of separation, through the perpetual expansion and

accumulation of the system. As he mentioned:

“The capitalist system presupposes the complete separation of the laborers from all property in the
means by which they can realize their labor. As soon as capitalist production is once on its own legs, it
not only maintains this separation, but reproduces it on a continually extending scale.” (Marx 2007:

785-86)

Marx highlights the commodification and proletarianisation practices of the capitalist
accumulation process. Accumulation regime in capitalist mode of production goes hand in hand
with dispossession of laborers” means of production; a transformation process, which includes
the capitalization of the social means of subsistence and of production. The capitalization
process transforms an increasing mass of population from being an employer, an unemployed, or
self-employed into being wage laborers. He defines primitive accumulation as if it were the first

spark of the historical process of transformation, which expands this separation.

Marx refers to the notion primitive accumulation not in pejorative connotations. Although
Marx states clearly in Volume One of Capital, that the term “primitive” in primitive
accumulation has to do with his emphasis on the necessary conditions prior to the rise of
capitalist mode of production at a particular historical context (mostly England in Capital), the
term primitive, in some interpretations, is taken to mean a universal stage of history, of

primitiveness in a pejorative sense.
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In historical materialist perspective, a mode of production in a given time and space is a
combination of material forces of production and relations of production. The totality of these
two constitutes the economic structure of the society.” There should be a set of relations of
production that correspond with given forces of production. But not every combination of these
implies a strict and uniform mode of production. Mode of production can be understood as a
dynamic concept and we can think about the coexistence of various sorts of modes of
production, about the coexistence of capitalist relations with other forms of relations. Although
every context can be regarded as a combination of not uniform relations, the general character of
a particular historical context is determined according to the dominant set of relations (capitalist
relations in capitalism) within that time and space. Historical materialist analysis requires us to
understand the dynamic relations between different forces in society at the conjuncture in
question. And in a (revolutionary) moment, a contradiction occurs between the development
stage of material forces of production and the existing relations of production. According to

Marx, this certain section of time can be the epitome of social revolution:

“...Then begins an era of social revolution. The changes in the economic foundation lead sooner or

later to the transformation of the whole immense superstructure.” *“...No social order is ever destroyed
before all the productive forces for which it is sufficient have been developed, and new superior
relations of production never replace older ones before the material conditions for their existence have

matured within the framework of the old society.” (Marx, From the preface of A Contribution to the

Critique of Political Economy)

®> As known, there has been a huge literature on the debate of economic determinism in Marx’s text: the
determination of economic structure, in the last instance, on the super structure. The scope of this debate is not be
discussed in this paper for abstain from rambling out. | just prefer to refer it in order to give classical Marxian way of
analyzing the transition from a mode of production to another.
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Marx, in the Preface of A Contribution to the Critique of Political Economy, also listed
briefly the definite modes of production. The name of the combination between forces and
relations of production depends on progress in the economic development of society: Asiatic,
ancient, feudal and modern bourgeois modes of production. Hence, we can state that “primitive
accumulation” is an essential intervention, through which capitalist relations of production
replace prior ones (especially capitalism replacing feudal mode of production in the case of

Europe, the central context for Marx’s Capital).

“Nature does not produce on the one hand owners of money or commodities, and on the other hand
men possessing nothing but their own labor-power. This relation has no basis in natural history, nor
does it have a social basis common to all periods of human history. It is clearly the result of a past
historical development, the product of many economic revolutions, of the extinction of a whole series

of older formations of social production.” (273)

One of the main preconditions of capitalism is the creation of surplus value, which
depends on a commodity capable of producing more value than it had before the process of
production. This commodity is no other thing than labor power. Then, the surplus value created
by laborers is extracted in a given class relation and within the organization of capitalist relations.
We can interpret that Marx points out the emergence of the free workers as “the result of a past
historical development, the product of many economic revolutions, which then creates the

suitable conditions for transition to capitalist mode of production.

It is worth emphasizing that besides the displacement of an earlier mode of production,
distinguishing between producers and means of production as separate value categories is mostly

related with primitive accumulation as Marx elaborates (De Angelis, 1999). De Angelis points
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out that separation in that sense is the fundamental condition for Marx, in both accumulation and
primitive accumulation processes. He finds various insights about this separation in Marx’s
various texts, especially in Grundrisse. When historical process of separation between producers
and means of production and subsistence — primitive accumulation — is “materialized”, the living
labor and conditions of production from now on become distinct commodities and they stand in
opposition with each other as independent values (Marx 1858: 460-62). Labor of the producers,
therefore, is exposed to a transformation of subjects into objects, reification. At the same time, it
can be seen as the emergence of labor force as a commodity; in that regard, Marx states that “it is
merely a value of a particular use value alongside the conditions of its own realization as values

of another use value” (Marx 1858:462, De Angelis 1999).

The divorce of means of production and subsistence from the producers as wage laborers,
at the same time, is the source of the Marx’s conceptualization of alienation of laborers from their
labor and their products. He developed the concept of alienation out of his critical study on Hegel
and elaborates it to constitute his analysis of estrangement of people from aspects of their “human
nature’ in a society stratified into social classes with the hegemony of capitalist mode of
production. With the separation mentioned above, producers become “free” laborers. This is the
necessary condition for a capitalist to turn his money stock into capital: he has to find free
laborers in the commodity market. Freedom has double meaning in this context. First, the laborer
has power to dispose of his labor power as a commodity. There should not be any power to have
control over his own labor power as in ancient or feudal mode of production. Furthermore, he has
to be completely divorced from the means of production and from the means of subsistence so
that he has to reproduce his labor power by buying commodities from the market (Marx 2010:

171-3). Nevertheless, the laborer as an economic entity is self-realized and autonomous; he
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becomes an instrument, a thing not a person, a mere factor in production side. He loses the ability

to control his life and his destiny.

Adam Smith, writing from a liberal point of view, almost sanctifies this separation and
states that it leads to efficient division of labor. The division of labor and the intensification of
market exchange directly increase productivity within the law of competition. Hence, he claims
that the “hidden hand” of market is beneficial for all. When government intervenes into the
economy, this leads to some frictions in the beneficial conditions. According to Smith’s classical
political economy theory, extension of the separation and polarization in society within a
competitive atmosphere are natural processes, which are associated by Smith with natural
attitudes and sentiments of man-beings. The ideology constituted by freedom of exchange and
liberty of contract legitimizes the moral superiority and “humanism”. With this sort of theoretical
framework, Smith, although he experienced a number of cases not parallel with the utopian world
he depicts, does not point out any class relation in this process, or he prefers to ignore the role of
the state and the role of states’ violent interventions in setting up the necessary conditions for
economic relations and transformations; instead, Smith emphasizes natural processes under the
influence of Darwinist evolutionism. Marx, in the second chapter of Capital, elaborately analyzes
the inner contradictions of the projections of classical political economists, ironically
deconstructs them by constructing his narration against his contemporaries, and shows that
competition in capitalism has a tendency towards monopoly and centralization of capital. From
various angles, he states how centralization of capital in one pole of the society and immense
misery and degradation in the other pole is intrinsic to the logic of capitalism. (Harvey 2010: 289-

93)
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Briefly, the part on primitive accumulation in Capital provide the theoretical basis to
focus on the question of how such mechanisms like violence, thievery, usury helped free up
labor-power and turned it into a commodity, and how a new mode of production “blossomed”
within the earlier mode of production. This theoretical background serves as an explanatory

convenient to grasp debates around the past thirty years of market-based neoliberal orthodoxy.

As Harvey points out in his book A Companion to Marx’s Capital, Marx mostly focused
his investigation on the “classic form” of primitive accumulation from the sixteenth century
onward mostly in Britain, but he also emphasized that the concrete applications of primitive
accumulation can take different forms in different geographies at different eras., He analyzes the
legislations, various acts, juridical cases, and texts in different disciplines to strengthen his
propositions. However, as he does in general in Capital, he intentionally interprets Britain as a
pioneering model when he constitutes his account of long history capitalism through primitive

accumulation.

Here, | try to list common insights between the classical primitive accumulation and
today’s examples in neoliberal orthodoxy. Marx explained in first chapters that money becomes
the power of all powers; he explicitly emphasizes that the traditional community dissolves with
the creation of money as a social power and it becomes community by itself. At the same time, he
points out that the state which initially had tendency to preserve traditional economy of peasantry
against raw money power allied with the emerging bourgeoisie class and leaves its active role in
supporting peasantry. In classical form, the new alliances were formed among the new landed
aristocracy, the new bankocracy and high finance (new form of usury capital) and the large
manufacturers. The new alliances could bend the state apparatus to their collective will. (the

cooperation between IMF, TNCs, big local firms and the government) The legislation itself
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becomes the instrument of expropriation of peasants from their lands and means of production.

(Harvey: 295)

Secondly, intense divorce of peasants from their land, as Marx states, led a huge
immigration of mass of people to the cities and towns which were the centers of manufacturing in
Britain. On the one hand he emphasizes that the existence of free wage laborer was a sufficient
condition for capitalist accumulation. On the other hand, he points out, as another crucial fact,
that there was no employment for all these freed labor in actual condition of capitalist
development. Actually, he evaluates the lack of employment as another glorious intrinsic logic of
capitalist mode of production. He defines this excess of people as reserve army of labor in
chapter of Capital (Marx, 2010. 601-626) The reserve army of labor can be evaluated as the
disciplinary mechanism over the emerging proletariat, by which the wages can be suppressed
more and more as it is suitable for extraction of absolute surplus value. Marginalization of the
excess population into the cities is another aspect of this disciplinary mechanism. In contrast to
the classical political economy conceptualization which states that the existence of beggars,
thieves and robbers stems from the preference/free choice of these people, Marx depicts this
scene as the direct consequences of primitive accumulation and intentional ambitions of rising
bourgeoisie to regulate wages and to set domination over workers. Capitalist constantly makes
use of the disciplinary strategies over proletariat together with the power of the state with ad hoc
measurement for enduring the extraction of surplus value. Coercive measures taken against so
called “beggars, vagabonds, rogues”, the legislation about the regulation to decrease starting age
of work or working hours, banning workers’ associations or assemblies can be cited as main

means to seal the domination of the capitalist over worker.
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On agriculture side, besides setting free a number of laborers through the practices of
primitive accumulation, food supply were commoditized. While fewer people lived into forms of
subsistence production, the result of dissolving small peasantry and increase in division of labor
was an expansion of market exchange and increase in the size of goods and commodities of
subsistence. Then, regulation over the market of subsistence goods has become another weapon

of bourgeoisie to seal control over workers and extraction of relative surplus value.

In the chapter of “the Genesis of Industrial Capitalist”, Marx points out that the feudal
order in countryside and guild system in cities together prevented the complete transformation of
money capital originated by usury and merchandise to industrial capital. However, these
entanglements partially faded away with dissolution of feudal society, the dispossession of rural
population. At this stage, the momentum in transition from feudal mode of production to
capitalist mode of production and the emergence of new manufacture sites in coastal towns are
associated with other moments of primitive accumulation, colonial system, modern taxation
system and public debts. Marx straightforwardly emphasizes that the state at this juncture resorts
to the use of “legitimate force” to fasten the transition: (Marx 2010: 718-19)

“Force is the midwife of every old society which is pregnant with a new one. It is itself an economic

power.” (Marx: 719)

The colonial system made a major contribution on development of trade and naval
transportation. Colonies enabled to open a new market for developing manufacture. Market
monopolies provided straight inflows from colonies, a proper atmosphere for accumulation. Marx
again underlines the pillage, enslavement, slaying within colonial practices and shows how the
resource and wealth were extracted from colonies and turned into capital in the country (718-22).

Introduction of tobacco to Europe from the colonies in the New World, turning into a commodity
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and spread all around the world from Europe can be a good example of the direct relation

between colonial practices and capital accumulation.

The accumulated capital thereafter satisfied suitable condition for public credit system. It
became leverage for primitive accumulation, credo of the capital. He deconstructs the modern
doctrine that the more public gets into debt, the more it gets rich. Public borrowings led
evolvement of stock corporations, securities operations, speculation and stock gambling. He
literary points out that the source of credit money as a capital is the extracted surplus labor of

freed wage laborer.

“A great deal of capital, which appears today in the United States without any certificate of birth, was

yesterday, in England, the capitalized blood of children.” (723)

Modern taxation system was also constituted as supplementary of public credit system.
Increase in taxes goes hand in hand with growing public debt. Heavy taxation on the means of
subsistence is not an exception, but a principle in modern accounting system. Marx remarks the
disciplinary role of heavy taxes on workers. The protection system that includes tariffs, export
subsidies plays a crucial role in production of manufacturers, dispossession of wage labor and

capitalization of national means of production and subsistence.

Marx in last chapter of Part 8 briefly indicates the “tendency” of capitalist accumulation
in his historical materialist perspective. He defines primitive accumulation as expropriation of
direct producers and concentration of properties in the one pole of the society. The expropriation
means at the same time the annihilation of Feudalism. Marx emphasizes the pre-historic feature

of primitive accumulation in a political and polemical intention (Harvey 2010: 300-10). This is
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his striking way of narration; he points out on the one hand the brutal aspects of expropriation
process that implies the annihilation of previous mode of production, and on the other hand he
signals how the capitalist mode of production would come to an end. As soon as the
transformation process goes and penetrates deeper into the society, and proletarianisation of
direct producers and capitalization of means of labor actualize, the deterioration process of
capitalist mode of production inaugurates. For Marx, it is intrinsic in the capitalist logic. At some
point the concentration of means of production and socialization of labor come to a conflict with

material forces of capitalist production. Its turn to come; the expropriators are expropriated.

"New forces and new passions spring up in the bosom of society, forces and passions which feel

themselves to be fettered by that society.” (Marx: 728)

Harvey’s Accumulation by Dispossession

Harvey, in his book the New Imperialism (2003), focuses on the dynamics of capital
accumulation regime which has been established in the last three decades; during the era of
neoliberalism. In order to give an inclusive explanation to his designations about neo-liberalism,
he analyzes the practices of the Project for the New American Century (PNAC®) (within a
particular spatial framework), and depicts the economic development of imperialism and its
impacts on various geographies. Accordingly, he plots the new dynamics in capitalist

accumulation regime after the economic crises in the beginning of 70s. But he also brings the

® Harvey points out the threats for the US stability at the beginning of the 21% century: recession with rising
unemployment, budget deficit, corporate scandals evaporating healthcare, shrinking pension funds and growing
social inequality and gutted environment protections. The PNAC relied on the strategies, mostly rested on firepower,
to preserve and extend the US advantageous position over the rest of the world. Harvey thinks that the events of 9/11
were a great opportunity to create the intense solidarity in the US for neocons and the legitimacy for its aggressive
politics.
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continuum of the accumulation regime into view by focusing on the similarities among the
colonial, neocolonial and imperial practices in different place and time.

“The American bourgeoisie has, in short, rediscovered what the British bourgeoisie discovered in the

last three decades of the nineteenth century, that, as Arendt has it, 'the original sin of simple robbery’

which made possible the original accumulation of capital 'had eventually to be repeated lest the motor

of accumulation suddenly die down. If this is so, then the 'new imperialism' appears as nothing more

than the revisiting of the old, though in a different place and time.” (Harvey 2003: 182)

As we mentioned in the beginning of the chapter, Harvey opts for the term “accumulation
by dispossession” to emphasize ongoing feature of primitive accumulation and to show the
distinctive dimension of the “new” imperialism era (144). In Accumulation by Dispossession
chapter of New Imperialism, Harvey reminds the explanation of Rosa Luxemburg on capitalist
accumulation. She points to the organic relationship between the two aspects of capitalist
accumulation; one concerns antagonistic relation between capitalist and wage laborers and the
other concerns the interactions among capitalism and non-capitalist modes of production.’
Harvey states that Luxemburg focuses on the *“under-consumption” tendency of capitalist
accumulation crisis according to which effective demand, at some point of cyclical progress of
capitalist accumulation, falls short to soak up the growth in output on the contrary to Say’s Law.
And, she constitutes her theory of imperialism on this; “trade” with non-capitalist social
formations can be the only systemic way to save and stabilize the accumulation regime. (Harvey,

2003: 136-38) The intensity of the trade actions depends on “eagerness” or “reluctance” of both

’ For a detailed argumentation on Luxemburg’s theory capital accumulation: R. Luxemburg, The Accumulation of
Capital, trans. A Schwarzschild (New York: Monthly Review Press, 1968 edn.). and Tony Cliff, Rosa Luxemburg,
Accumulation of Capital, http://www.marxists.org/archive/cliff/works/1969/rosalux/8-acc-cap.htm
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parties (as happened with the East India Company in India, with opium wars in China or with

tobacco trade in colonies of the New World...)

According to Harvey ‘over accumulation’, as another explanation of crisis in Marxist
tradition, also provides a comprehensive feature to understand stabilization practices of capitalist
accumulation regimes, in Harvey’s terms the moments of accumulation by dispossession in
recent history of capitalism. He reveals how the system can solve over-accumulation tendency as
follows: the geographical expansion of capitalism through a various imperial activities can open
up demand for both consumer goods and capital goods (mostly with regard to under-consumption
analysis) and also through cheap land, raw materials, intermediate goods and labor power the
stagnant demand can be revived. Another dimension of the process is that forced or voluntary
trade is not the only intention, but it is also the penetration of over-accumulated capital into these
geographies in various methods to invest in profitable ways. The credo of today’s neoliberal
orthodoxy is the free movement of capital: foreign direct investments, portfolio investments and
privatizations share the same features with Harvey’s analysis of the ‘organic relation’ between
expanded reproduction and the violent processes of dispossession which has formed the historical

geography of capitalism.

Development of capitalism’s historical geography up until today has proved the validity of
Marx’s stance about primitive accumulation in many cases. To show this validity and its on-
going aspect, Harvey refers to some crucial (f)acts in neoliberal era. As has been happening in
Mexico and India through the effects of free trade agreements and the agricultural supporting
policies of the USA and EU, displacement of peasant populations and their formation as landless
proletariat has accelerated. The privatizations of common natural resources and nationalized

industries have gone hand in hand with unregulated capital mobility. Family farming and
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alternative modes of production have been suppressed globally. The strong wave of
financialization that was put forward set as a solution to the crises of 70s has brought out a global
financial crisis in 2008. The asset bubbles swelling with stock promotions, speculative asset
operations, ponzi schemes, and credit and stock manipulations had burst and led to a huge wave

of dispossession all around the world.

Harvey underlines two main pillars of accumulation by dispossession processes in
neoliberal era. One is the upsurge in privatization of resources held in common and naturalized
industries (electricity, water, communication, energy, agricultural cooperative, state owned
enterprises and so forth.) Second are the structural adjustment programs that globally re-
colonized the poor countries of the world with the pioneering of the IMF, the WB, and the WTO.
Moreover, with ‘biopiracy’ he draws attention the practices of TNCs in patenting and licensing
policies with the provision of the WTO. The suppression of alternative and small scale
production regimes and encouragement of capital-intensive agribusiness have led to the depletion
of global environmental commons and to the degradation of ecology. In various geographies the
different combinations of all these attacks from unequal exchange practices, to legal procedures
and together with natural restrictions have resulted in a wholesale dispossession by poor majority

of the world.

I have analyzed the transformation of Turkish tobacco sector, mostly in the last thirty years
in a critical perspective. Marx’s conceptualization of “primitive accumulation” serves as a
theoretical framework to situate the global and local trends and the path of restructuring of the
sector within a general class-based analysis of capital accumulation. | also aimed to incorporate
David Harvey’s focus on the regimes of capital accumulation, which emphasizes continuing

features of primitive accumulation. Therefore | tried to depict crucial moments of primitive
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accumulation throughout the transformation processes in tobacco sector. The conceptualization
of “accumulation by dispossession” shows the explanatory power of Marx’s conceptualization of
primitive accumulation which enables us to understand some different mechanisms constituting

similar process at work in the contemporary world of global capitalist domination.
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CHAPTER I11: MAKING A TOBACCO MARKET: THE REGIE PERIOD

Marxist interpretation of classical political economy was the first critique that economy as a
science can be understood within the institutions, politics and class relations in contrast to
approaches which discuss the economy as a natural entity.

The Marxist literature on primitive accumulation aims to depict in which historical contexts
and political developments the capitalist mode of production rises and expands. In the thesis
when | attempt to analyze the Turkish tobacco sector, | benefit from the Marxist literature on
primitive accumulation to discuss the relation between the tobacco cultivators, the developments
in the sector and the practices evaluated in the framework of primitive accumulation.

Karl Polanyi on the other hand constitutes his approach with the presumption that the
economical process; markets, prices and supply demand relations do not come into existence in a
natural order but they over-determined and are only understood within a historical context and
the unsettled relations between the state, producers, consumers or in a class based approach;
capitalists and workers.® The Marxian theoretical perspective elaborated in the first chapter
shapes the following chapters in which | aim to discuss the commodification of the tobacco as a
crop and become the agent of the specific accumulation regime and the remaking of the tobacco
market in a specific socioeconomic context. As | proposed, the primitive accumulation is not just
a phase in the first instance for capitalist accumulation, but it can be read the whole set of
relations that occur in different historical contexts and different economic relations. To develop a

comprehensive discussion on the contemporary dynamics in the Turkish tobacco sector, we have

® Rankin, Keith (1998) “Compulsory Freedom”. New Zealand Political Review 7(4): 12-15
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to explore the historical process of the relations and the forces of production around tobacco. In a
Polanyian framework, the thesis do not prefer to approach the tobacco market as a natural entity,
rather it attempt to analyze how the tobacco market is constituted by the controversies and

alliances between state apparatus, capitalists, workers and cultivators.

History of Tobacco Production

Before going into the history of tobacco production and trade in the Ottoman Empire and in
Turkey, it is necessary to briefly understand how the cultivation and consumption of tobacco, as
well as tobacco trade became a global phenomenon. As will be explained below, the extended
tobacco use, cultivation and trade throughout the world cannot be understood without reference
to the global economic order, starting with colonial expansion of European states. As Wallerstein
argues, tobacco was a typical agent of the world trade system in the New Age. It is also a good
reference point for understanding how the mercantilist economic policies, the colonial order, and

trade systems were constructed. (Wallerstein, 1980, p.164-172)

Contrary to today’s general assumption concerning the bad effects of tobacco usage on
health, there were many scientists and health specialist who had advocated for the beneficial
effects of tobacco use, when tobacco was first transported to Europe from the New World. It had
various usages in Indian traditions, for medical purposes or in religious ceremonies (Schmidt,
2007, p.488). On the other hand, tobacco use constituted one of the main religious controversies,
with tobacco use being pervasive throughout all the layers of European societies. The massive
expansion of the new world’s products into Europe brought with it many moral and social side
effects. In that sense, it would be helpful to analyze the economic conjuncture in which tobacco

came to Europe.
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The supply of tobacco in the 17" century was mainly provided from North America.
Tobacco was produced in the colonies of Britain in North America and the colonies of Spain and
Portugal in southern parts of the continent. Later on, it was transported to important ports of
Europe, like Lisbon, Amsterdam, Seville, and Glasgow. Furthermore, some cities like Bordeaux,
Marseille, Geneva, Bremen and Hamburg became trade centers, securing the distribution of
tobacco throughout Europe (Schmidt, p. 499-501). An important element within the colonization
process throughout the 17" and early 18" century was maintaining tobacco supply and trade.

Holland and Britain were the main executives of these attempts.

In the first half of the 17™ century, there was a wave of tobacco prohibition in European
States, led by the Church.’ Despite the religiously motivated prohibitions policies, the demand
for tobacco remained large, and significant amounts of money flowed abroad due to tobacco
imports. This importation of tobacco put pressure on trade balances of European countries.

Hence, it was not suitable to their mercantilist trade policies.

Tobacco Trade in Mercantilist Era

Adam Smith, in his magnum opus, The Wealth of Nations, uses an analogy between a man
and a country, and states that “a rich country, in the same manner as a rich man, is supposed to be
a country abounding in money; and to heap up gold and silver in any country is supposed to be

the readiest way to enrich it.” (Smith, 342) Mercantilism, which was the operative economic

® For the wide range argument about the tobacco prohibition in 17" century: Yilmaz, F. (2007). Tiitiin Uzerine
Diisiinceler: Batida ve Bizde. In E. Naskali (Ed.) Tiitiin Kitab:. Istanbul: Kitabevi. p. 3-17; Uluer, C. (2007). Tiitiin
Yasaklart. In E. Naskali (Ed.) Tiitiin Kitab:. Istanbul: Kitabevi.
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system of the biggest European countries, went hand in hand with bullionism®. Mercantilism
equated wealth with power. As Smith implies, a mercantilist government attempts to import less
than it exports, increasing its wealth and making balance of trade more favorable. Through the
use of tariffs and subsidies, a government should promotes exports and discourage imports. It

emphasizes protectionist role of the economy.

The Mercantile System represents a world of competition, a world of colonization and trade
operations. At the time, Europe’s greatest mercantilist states, England, France, Spain, and
especially the Netherlands, competed harshly to expand their colonies, to get or keep gold and
silver, in a world where the global supply of gold and silver is limited. Colonization,
militarization, and protectionism were the key dynamics of the mercantilist era. Colonies were
vital for maintaining raw materials for the colonizers: if not for colonialism, European countries
would have to import these goods. Colonies also served as markets for exporting goods that are
produced by the European colonizers, which helped accelerate manufacturing and increase

employment.

The Navigation Act of 1651, Staple Act of 1663 and following The Restraining Acts of
1699 could be counted as England’s real attempts at strictly enforcing mercantilist policy in the
New World. (Wallenstein, 96-99) Navigation Act implied that all goods brought from the
colonies had to be carried on English ships. And with the Staple Act, colonial ships had to unload
their loads once they were docked in England so that each item could be taxed. Moreover,

Restraining Acts prohibited the manufactures in colonies to export the good that they

19 Bullionism, the premise of the monetary policy of mercantilism based on the practices to increase to export and get
trade surplus. To convert the surplus into the precious metal and to prevent other countries to drain money and
precious metals were the main motive. The trade policy of England and Spain in 16™ and 17" century is most closely
associated with bullionism.
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manufactured or processed, in an attempt to protect manufacturers in England (Murrin et al. 67-

78).

Tobacco appeared at very heart of the mercantilist project. As Smith argues, sheep and
oxen were the main instruments of commerce, signs for the measure of wealth among the Tartars,
as well as among all other nations of shepherds, “who are generally ignorant of the use of
money” (Smith, p.248). In mercantilist era, however, gold and silver became the main symbols of

wealth, and consequently of power. As Marx explained in the Capital Volume 1,

“Money of the world serves as the universal medium of payment, as the universal means of purchasing,
and as the universally recognized embodiment of all wealth. Its function as a means of payment in the
settling of international balances is its chief one. Hence the watchword of the mercantilists, balance of
trade. Gold and silver serve as international means of purchasing chiefly and necessarily in those periods
when the customary equilibrium in the interchange of products between different nations is suddenly
disturbed. And lastly, it serves as the universally recognized embodiment of social wealth, whenever the
question is not of buying or paying, but of transferring wealth from one country to another, and whenever
this transference in the form of commodities is rendered impossible, either by special conjunctures in the
markets or by the purpose itself that is intended.” (Marx, 2010. 145-46)

Tobacco was mentioned as a “golden leaf” at some parts of the world. It can be said that
establishing control mechanisms over the production and the trade of tobacco became one of the
effective ways to accumulate wealth. Tobacco played an essential role in the development of
American colonies and became the first colony-produced commodity that was subjected to
mercantilist restrictions. The leading countries in tobacco trade got huge revenues through duties
and taxes on tobacco. Afterwards, almost all European states established state monopolies for
tobacco production and trade, starting in early 17" century. Only Britain had continued to protect
importers with protectionist policies without constituting any form of state monopoly. The
Netherlands was also different from the majority, and retained a more relaxed free-market type

policy on tobacco trade. The revenue from tobacco had increased and constituted a significant
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part of the budgets of these countries. (Schmidt, p.494-501) These monopolies were the first

examples of the ones being privatized in last three decades.

History of Tobacco Production and Trade in the Ottoman period11

When | was investigating the recent conditions of tobacco cultivators and the tobacco
sector in general, their conditions in relation to the neoliberal transformations of the Turkish
economy, I witnessed in the annual reports of Tekgida-Is, Tiitiin-Sen, the Association of Tobacco
Experts, a discourse, which compares the current conditions and the Regie period, for various
purposes. In other words, these reports showed the cultivators’ perspective with regards to the
history of tobacco sector in Turkey. Regie was the company, which was responsible for collecting
duties on tobacco, alcoholic drinks, and salt, in the period from 1883 to 1925. I realized that
Regie experience is still hot, referred to by the cultivators, people who earn their living by

cultivating tobacco.

In this section, | briefly introduce the history of tobacco in rural Turkey, to demonstrate the
importance of tobacco culture for Turkish economy. Then, I will discuss the developments of 19™
century about tobacco based on Marxist concept of primitive accumulation, which | discussed in
detail in the Chapter One. In this way, | investigate the continuity of the process of primitive
accumulation, from the past to the present. In doing so, | follow Harvey’s argument that the

process of primitive accumulation continues through practices of accumulation by dispossession

Mg or a full discussion of the history of tobacco in Ottoman Empire: Dogruel, F & Dogruel, S. (2000) Osmanli’dan
Giiniimiize: TEKEL. Istanbul: TEKEL, p. 1-199; Zirchrer, E. (1996) Modernlesen Tiirkiye nin Tarihi, Istanbul:
Iletisim.; Quataert, D. (2008). Anadolu’da Osmanli Reformu ve Tarim, 1876-1908. istanbul: Tiirkiye Is Bankasi
Kiiltiir Yaynlar1. p. 1- 170; Pamuk, S. (1988) 100 Soruda Osmanli — Tiirkiye Iktisat Tarihi, 1500-1914, Istanbul:
Gergek Yaymevi. p. 5-234; Yilmaz, F. (2005). Osmanli Imparatorlugu 'nda Tiitiin: Sosyal, Siyasi ve Ekonomik
Tahlili (1600-1883). Unpublished PhD thesis. Marmara University.

41



in the neoliberal era. Against the understanding of neoliberalism as a distinct historical period,
Harvey’s theoretical works help us understand the similar logics of accumulation, which persists
throughout history. However, | will also try to emphasize the shifts and changes that come with
neoliberal policies on tobacco sector in Turkey, in the last three decades. Actually, the economic
history of Ottoman Empire provides number of details in support of my general analysis, a series
of significant events that allow us to analyze the history of tobacco through the concept of
primitive accumulation. Although primitive accumulation is in no way limited to the tobacco
sector, and although accumulation in tobacco sector was influenced by the numerous other
factors, such as diplomatic relations, wars, and wider economic reforms in the late Ottoman
period, | prefer to narrow my focus to the events and developments that are concerned

specifically on tobacco cultivation and trade.

After the exploration of Americas, tobacco spread fast all around the world. Tobacco first
entered the Ottoman territory and had been cultivated as a cash-crop in the late sixteenth century.
Through the activities of pioneering European merchants, tobacco production, consumption and
trade expanded widely within the Empire. In 1609, tobacco was forbidden by the Sultan, a
religiously grounded prohibition which lasted until the mid-century. Besides religious debates
over tobacco consumption, the regulations and prohibition over tobacco was very common at that
time. For example Ahmed I prohibited tobacco for economic reasons, because tobacco cultivators
were using candle butter for curing diseases in tobacco plants, which caused a rise in candle
butter prices, a commodity which was bought by the Imperial Palace to be used for lighting in the
palace. In the era of Murat 1V, the great fire in Istanbul was the main excuse of the prohibition,
based on the assumption that smoking tobacco might cause fires in the cities (Uluer, 2007, p.
615- 617). On the other hand, as Unal claims, the prohibition went hand in hand with closing of
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kahvehanes (coffee shops), which were regarded as places for assembly, and which were the
main places for smoking tobacco; according to Unal, the prohibition had to do also with a

pressure on oppositional political organizations (Unal, 2007, p.15).

After the ban was removed, tobacco production accelerated especially in the Western
regions of the Empire. In the late seventeenth century, there were about 50,000 cultivators and
the total area of tobacco production was about 10,000 acres. Those numbers increased to about
150,000 and 192,000 acres respectively, the last quarter of the nineteenth century (Yilmaz, 2005,
p.40-45). The number of merchants involved in tobacco trade increased together with the increase
in producers. Tobacco trade and its cultivation were taxed for the first time in 1688. First,
custom tax was applied for the merchants. Also, acre tax (donim resmi) was applied to the
producers, which taxed the cultivators according to the total acre of land on which they produced
tobacco. As a result, revenue from the whole of tobacco sector became significant for the

empire’s budget. It constituted 4% of the budget at the end of the 19™ century. (Unal: 22)

In the Ottoman Empire, the relatively free market economy for tobacco came into
existence with the cooperation of the state, merchants, and producers. Despite the fact that the
revenue from tobacco in the state budget increased as a result of various fiscal policies, tariffs and
taxes, and that tobacco was increasingly taxed, the numbers of cultivators and merchants engaged
in tobacco sector kept increasing over those years. This process led to the founding of a Guild
Chamber (Lonca Odas1) in Istanbul, for tobacco, and the Ottoman state appointed a chamberlain
(kethuda) and chamberlain assistants (yigitbast), in order to manage and regulate the tobacco
trade and the relations among the merchants and producers. Tobacco leaves were processed into

little warehouses in the towns and cities. Moreover, the expanding tobacco sector had a spillover
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effect especially in cities. Many workhouses and shops were established to produce, trade, and
supply rolling papers, pipe, kese (pouch), enfiye (snuff), and tabla (tobacco tray), in short, all
kinds of side products related to tobacco use. Approximately 20.000 people were employed
around Istanbul in the sector. As a result of all these developments, tobacco, with all the relations
of production, trade practices, social and class relations incorporated with it, became a culture on

its own.

The 19" century, for the Ottoman Empire, passed with the ambition of exhausted
modernization process and long periods of war. The modernization practices were conducted, by
pioneering officers educated in European countries (especially in France). With the
modernization process, significant changes were made in fiscal policies, which meant that for the
first time, modern taxation systems were applied to tobacco production and trade. Before,
producers were taxed by acre tax. It was implemented for all cultivators whether they live in
urban or rural. After the modernization reforms, tithes (dsiir or asar) came into force, replacing
acre taxes. Tithes were a taxation that collected according to one tenth of total value cultivators
produced in a harvest (Cagatay, 1947, p. 504). The rate varied year to year dependent on war
spending and budget balances. Also, the permission to collect tithe was delegated to some local
authorities, which was called iltizam. By this way, the surplus created by producers were
extracted and shared between the state and local authorities, called multezim. This rate also varied
according to the power of the state to implement control mechanisms over local authorities,
which changed due to numerous factors. As Boratav cites from Keyder, before it was repealed in

1925, the local authorities retained 20% more than the state. (Boratav, 2006, p. 53-54)
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The reforms brought out a modern auditing and control system for measuring and
forecasting the harvest, in order to prevent tax evasion. A “primitive” license system was
implemented over the transportation and consumption of tobacco. All measures to guarantee tax
revenue led to another crucial phenomenon: smuggling. As Unal states, the effort to set an
optimal rate of taxation on tobacco at that time constituted a historical ground for today’s tax rate

negotiation between cigarette companies and the government. (Unal. 21-23)

The source of legal statutes around tobacco today dates back to the regulations on statute of
tobacco in the end of 19" century. The articles, which were enacted in 1874 concerning titiin
inhisar: (tobacco monopoly), were the first practices of monopoly. According to the regulation, it
was free to produce tobacco, but a sort control mechanism was enforced to operate tobacco
production, transportation and sale, tax rate, exportation, governance of manufacturing shops and

plants, franchise agreements, sanctions and price fixing.

The following developments, regulations in the sector, and the foundation of the Regie
company was at the back of the cultivators’ mind as | mentioned above the narrations about the
Regie is often used in comparison between dynamics of its concession and today’s conditions in

the sector.

Tobacco Market in Régie Period

International capitalist system experienced its first general crisis in the period 1873-1896. A
secular downward fall took place in prices with the decline in demand. It led to a pessimist
atmosphere for investment conditions. A set of measures were taken at this period, in order to

remedy profitability problems. The main regulations were in the field of international trade,

45



through protective tariffs, creating cartels and trusts. The crises in the manufacturing sector
affected the financial system negatively. (Kaymak, 2011, p.166-192) When the conditions for
investment become less convenient as the result of economic crisis, capital flows, which were the
main source for Ottoman public borrowing, were interrupted. Moreover, The Empire experienced
a war period and the military expenses were a big burden for the budget. In the European
markets, there were rumors circulating about the Ottoman Empire going bankrupt. The credibility
of the Empire plunged to its lowest level because of its uncontrolled finance, and corruption in
state administration. The empire teetered on the edge of insolvency, and it could not find any

credit source neither from Europe nor from Galata bankers or merchants inside the Empire.

The period was marked by high levels of foreign and internal indebtedness. The empire hit
the wall, when attempts to restructure the economy and generate income sources were
unsuccessful. The Ottoman Bank (1856) and the Public Debt Administration (Diyun-u Umumiye,
1872) were the main actors behind modernization affairs and attempts to structure the economy.
These institutions were founded with foreign capital, in order to collect payments for managing
the Ottoman public debt. The bank functioned as a central bank, and became essentially
independent from the central Ottoman bureaucracy, and was run by the representatives of foreign
creditors. The Public Debt Administration (PDA) took over the responsibility to collect taxes,
which included tobacco monopolies as well. Moreover, these institutions had a role as an
intermediary between the Ottoman Empire and European investors seeking investment
opportunities. At the end of the century, the PDA and The Bank were financing many
infrastructure projects. They, for instance, supervised the construction of railways in various
regions in the Empire (Birdal, 2010, p. 32- 92). The words of Birdal reflect the interests of
European countries in these “supervision services”:
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“There is no doubt that all these projects were in line with the interests of the
foreign bondholders and the foreign powers represented in the council. Under the
guarantee of the OPDA (The Public Debt Administration), the railway projects in the
Empire had always been a profitable source of business for European capitalists.
Moreover, they enabled European merchandise to reach the interior. The Konya project
was originally proposed by the German Baghdad Railway Company, which expected to

increase its tax revenues collected from the region.” (Birdal: 92)

This set of activities that were undertaken by European investors, can be interpreted in the
framework that Marx gives us, which interprets colonial practices as moments of primitive
accumulation. After the systemic economic crisis of capitalism in 1873, the international order of
capital mobility was reorganized to overcome the over-accumulation problem®. As a result of
colonial brutal force in the course of wars, imperial diplomatic relations, and financial
supervision, capital money circulated all around the world and got back with high returns,

extracted surplus from the lands under the control of colonial empires.

Tobacco trade has been an important medium for this process, since it was first discovered
in the New World and commaoditized. The founding of the Régie Company (Memalik-I Sahane
Duhanlar: Miisterekii’l Menfaa Reji Idaresi, hereafter Regie), should be understood in this
economic context, as an attempt to remedy the profitability problem of the 1873 crisis. Founded

in 1883, Regie became the main actor in tobacco sector until 1925. After many failed attempts to

12 For a detailed analysis of the relation between remedies to the crisis of 1873 and the rise of imperialism: Clarke, S.
(1989) Keynesianism, Monetarism and the Crisis of the State. Edward Elgar Pub. P.115-122. (PDF version of this
document downloaded June 10, 2012 from http://www.revalvaatio.org/wp/wp-content/uploads/clarke-
keynesianism_monetarism_and_the_crisis_of the_state.pdf
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tax tobacco and fruitless trials to set up a national monopoly in tobacco sector (/dare-i
Inhisariyeyi Duhan), The Regie was authorized to control all the aspects of production,
manufacturing and exportation of tobacco according to the 1883 agreement between the PDA and
the Ottoman Government. Tobacco sector was one of the richest sectors of the Empire. The
revenue coming from tobacco monopolies included Mdururiyye taxes (the tax from the
cultivators), the banderole duty (for manufacturers with banderole to process tobacco), the license
tax (for selling shops), and duties and tariffs form exportation and importation. In the year when
Regie was founded, total tobacco revenues were around 35 percent of the total revenues of the
PDA (Birdal: 131). There were approximately 140 thousands cultivators. Domestic consumption
was 19 millions of tons, and the amount of exportation was around 8 millions of tons (Unal: 27).
As Birdal underlines, the Ottoman Tobacco Sector had growing domestic and international
potential. Birdal highlights two major underlying reasons: The invention of the hand-rolled
cigarettes, and the growing interest of European Importers for Turkish tobacco as a consequence
of the American Civil War in 1860s; as we mentioned above, the American colonies had been the
main source of production and importation for Europe until the end of 19" century. Hence, the
Ottoman tobacco monopoly became the most attractive source of exploitation for foreign

investors.

According to the agreement between the Regie and the Ottoman Government, the Regie
was in charge of the monopoly for the processing of tobacco leaves and tobacco sale, in the
whole Ottoman Empire, initially for 30 years according to the first concession. Then, it was
extended until 1925, until the newly founded Republic terminated the contract. Quataert
emphasizes that the length of the contract was indicative of the Regie’s expectations of high
returns from tobacco, with the growing potential of Turkish Tobacco and high rates of tobacco
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consumption per capita (Quataert, 1983: 14). The agreement laid down a condition, stating that
the Regie had to buy all of the cultivated tobacco; the only exception was that, tobacco cultivators

were allowed to sell to other merchants if the merchant will export.

From then on, the cultivators had to apply to Regie in order to take licenses for growing
tobacco. In exchange, the Regie guaranteed to pay 750.000 lira annually to cultivators, plus some
share of net profit. The proposition was welcomed by both the PDA and the Government, since
the payment was inconsiderable, when compared to the Regie’s annual revenues. Also, there
were no risk factors for the Regie, such as bad weathers, bad harvests, smuggling and so forth.
Furthermore, the Regie committed to give interest free credits to the cultivators, to help
cultivators and to extend the cultivation of high quality oriental tobacco. Regie was also obligated

to build warehouses and factories close to cultivation sites (Karaca; 2007, p.56-62)."

Contrary to the good intentions in the agreement, the founding of the Regie brought about
an unrest and dislocation for the people, who earn their lives from tobacco. The set-up of the
tobacco sector in tandem with the Regie, led to a radical transformation in tobacco sector. The
pre-existing production relations, credit and distribution system was suppressed with the
establishment of the Regie. First, cultivators were required to take licenses for growing tobacco.
More than 900 tobacco workshops were abolished, and the owners of the workshops, the workers

and the merchants who bought tobacco to sell these shops for domestic consumption, lost their

3 For a detailed analysis for the contract between the Regie and the PDA: Tiginge, O. (2007). Osmanli Devletinde
Reji Sirketinin Kurulmasindan Sonraki Gelismler; Karaca, A. (2007). Osmanli Imparatorlugunda Reji ve Tiitiin
Kagakeiliginda Trabzon Ornegi: Bir Yabanci Sermaye Seriiveni. In E. Naskali (Ed.) Tiitiin Kitab:. istanbul: Kitabevi.
and Régie Concession’ in Dogruel and Dogruel, 2000
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jobs and many of them emigrated to Egypt to continue working in the tobacco sector.** (Kayaalp,

2009: 230)

Before the establishment of the Regie, the cultivators were subordinated by usuries and
merchants. They were dependent on them, for sell their products and getting credit to maintain
production. The Regie claimed the responsibility for buying all products and securing the credit.
The cooperation between the merchants, who bought the tobacco in a relatively low price, and the
usuries, who lend money to cultivators with higher interest rates, was interrupted since Regie
claimed monopoly on intermediary transactions, and thus became the sole actor for setting up the

field-market connection. (Unal: 27)

As we see in the Figure 1, in the first years of the Regie, there was an increase in
production even though the number of the cultivators declined; the territories in which production
took place were lost through wars, and also as a result of the banning of production in some
regions. This implies an increase in productivity with the establishment of the Regie, and its
control and audit mechanisms. Regie, the only regulatory institution in tobacco sector, actively
carried out policies, which brought disappointed prices, and limited tobacco fields in some
regions as a result of the difficulty of getting production licenses. Despite the fluctuation in the
export price of tobacco as result of war periods and global economic crises of 1873, the Regie
gained an unprecedented level of net profit throughout the period from its establishment until the

First World War in 1914. (See Figure: 2-3)

4 Alli Biilent Erdem, the head of the Tiitiin-Sen, emphasized the point that the cultivator who lived all his or her life
engaged with tobacco cannot break away from tobacco easily. When they were broken out in a way, it is difficult to
attached again. (Interview, 3 May 2012)

50



The Number of Cultivators in the Regie Period (thousands)
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Figure 1: The number of cultivators in the Regie Period. Source: Unal, M. (2007)
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Figure 2: Total Tobacco Production in the Regie Period. Source: Unal, M. (2007)
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The consumption and the exportation of tobacco in Regie Period
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Figure 3: The consumption and the exportation of tobacco in Regie Period. Source: Unal, M. (2007)
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Figure 4: Net Profit of The Regie (1885-1912). Source: Birdal, M (2010): 143
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As Eldem illustrates, the increase in the difference between the purchase prices at which
cultivators sold their products to the Regie, and the sale prices determined by the Regie, was the
main agent of the increase in the net profit of the company (See Figure 4) (Eldem, 1994, p.74).
The Regie maintained its monopoly power, keeping purchase prices low throughout its operation.
The transportation, maintenance and the processing cost of tobacco leaves had been decreased
with the technological advancement of the Regie, and the payment in exchange for the Regie’s
monopolistic operation in the sector was fixed. Hence, the attempt to decrease the purchase price

can be evaluated as an extraction of absolute surplus value of the Regie.

Purchase ans Sale prices of the Regie in the domestic market 1885-1912
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Figure 5: Purchase and Sale prices of the Regie in the domestic market 1885-1912. Source: Eldem, V. (1994): 74

The practices of the Regie led to dislocations of and unrest for the cultivators. Cultivators
faced three major options in the relation to Regie’s practices: they could either continue to
produce in more difficult conditions, which meant that they would have to increase their labor
intensity physically or mentally without any quid pro quo, or they would have to give up
producing tobacco and find another ways of subsistence, which even meant that they would have

to abandon their lands and emigrate, or finally, they would try to resist and stay in tobacco
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business, and try to find alternative ways for not being exploited by the Regie. As mentioned
above, there was a remarkable decline in the number of tobacco cultivators in the period right

after the first concession of the Regie.

Moreover, we have to also mention the smuggling option for the cultivators, which was
another way of resisting new developments. In this way, the producers could sell their product
with higher prices and in unrestricted amounts. Hence, smuggling became a crucial phenomenon
in that period. As Quataert shows with reference to a report by a civil servant, official tobacco
sales to the Regie were about 6 million kilograms, almost half of the 12-13 million kilograms of
tobacco sold in smuggling operations (Quataert, 1983, 21). The decrease in net profit of the
company in the end of the century was mostly related with the political disorder in eastern
regions of the Empire, and also with the increase in smuggling (Birdal, p.143; Kayaalp, p. 226-
27). The Regie Company made efforts to control the production and consumption of processed
tobacco in order to deal with the tobacco smuggling, and set up an army of kolcu (arms men) to
struggle with the smugglers, and with tobacco farmers collaborating with the smugglers. Regie
pressured the Ottoman Government to struggle smuggling by threatening not to pay the fixed
annual payment. The fight between Regie guards and the smugglers was mentioned in many folk
songs and stories.*® The company employed more than three thousands armed guards in the early
years of its establishment. And, this number increased to 6500 in twenty years. As Quataert
states, around 50 to 60 percent of the total salaries paid by the Regie went to surveillance
personnel. Struggling with smugglers led to a secular increase in expenses of the company. As

observed in the above figure, the dramatic decrease in the profit of the Regie in mid of 1890s was

5 For a detailed analysis: Alis, S. Edebiyatimizda Tiitiin Ekicileri ve Tiitiin Iscileri, and Siileyman, $ Ayingaci
Turkdleri. Tutun Kitabu.
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mostly related with these extra costs. Throughout its concession, more than 20.000 people were

killed in the clashes between the guards, the gendarmes and the smugglers (Oztiirk, 2007, p. 108).

The government was also uneasy about the armed forces of the Regie; it was a threat for the
government. Despite the fact that the Regie was perceived by the government as a foreign power,
using up the country’s revenues, the government’s hands were tied, and it did not find a better
solution to control all the facets of domestic tobacco production and consumption. Hence, the
Regie had carried on his hegemony in tobacco sector until 1924 with the emergence of
nationalization attempts in key sectors of the newly emerging Republic of Turkey. As a result of
harsh debates took place between the proponents of state monopoly and the record label system
(a more liberal way) in the first years of the Republic. At the end, the government decided to take

the administration of tobacco cultivation under a state monopoly.

To sum up, the Regie, throughout its concession period, pursued a continuous accumulation
regime by using its political power over the government, to get many sorts of privileges, and used
these privileges to maintain its monopoly power to determine relatively low purchase prices and
higher sale prices. | tried to analyze the developments in the Turkish tobacco sector until the

foundation of the Republic, by focusing on the activities of the Regie.

The Developments in the tobacco market in the Ottoman Era from Marxian perspective

Despite the historical peculiarities of the activities of the Regie, as a particular historical
process within the history of the Ottoman Empire, Marx’s notion of “primitive accumulation” is
an explanatory theoretical toolbox, to grasp the law of motion of capital intrinsic to these

peculiarities. Marx mostly focuses, in the volumes of Capital, on “the production level” of the
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law of motion capital, and he focuses on the accumulation regime of capitalist mode of
production, based primarily on production and extraction of surplus value. He constitutes his
theory of capitalism within a high level of abstraction as he firstly puts the analysis of the
commodity to develop his argumentation. According to his method of inquiry, he seldom
mentions the conditions of distribution and exchange. In the part 4, The Secret of Primitive
Accumulation, he points out the existence of an “original” accumulation required for evolution of
capitalist accumulation, and he additionally gives some specific practices in Britain as the
moments of the primitive accumulation to elaborate and support his theory. But he emphasized
that the tragedy took place in Britain during the 19™ century was just an ideal type of the
moments of primitive accumulation. This aspect of the debate is also related with the subject of

transition from feudal mode of production to capitalism.

Relevant configurations of Turkish tobacco sector in the Regie Era will be briefly listed
below to draw an analogy with Marx’s primitive accumulation notion discussed in the Chapter 1

of this work.

e Public debt issue of Ottoman Empire.

e The credit mechanisms of European States.

e The colonial interests in the wars.

e The disciplinary power through market operations and “legitimate” force of the Regie

i) The cooperation with the government to struggle with smuggling.

i) The sanctions on production in various regions.
iii) The dislocations of farmers and workers through closing factories.
iv) The emergence of strict control and auditing mechanism.
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The aforementioned interventions bear a resemblance the aspect that primitive
accumulation is the basis of all further capitalist accumulation. The Regie maintained continuous
regime of production of surplus and promoted some ways to ensure the extraction of the surplus
value. The Regie with its capital, political and social formation can be evaluated as a primitive

prototype of today’s transnational companies of tobacco and cigarette sector.

However, there is another important pillar of the notion of primitive accumulation that,
with Marx’s words, “historical process of divorcing the producer from the means of production”
(Marx, 1983, 711). In this regard, the second aspect is also related with the debate of transition
from feudalism to capitalism. As we touched on in the chapter, numerous people had to leave
behind their lands and emigrate in consequences of the banning of tobacco production in some
parts of the empire and it led to a decline in the number of the cultivators in the first years of the
establishment of the Regie. Nevertheless, there is no such a dramatic decrease as happened in
Britain. Along the way of the developments, we do not witness intensified expropriation or huge
concentration of the means of existence in a few hands. The property relations and the taxation
system in the Empire were also influential in prevention a radical transformation of relations and

mode of production.
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CHAPTER IV: TRACING THE ACCUMULATION BY DISPOSSESSION
MOMENTS OF TURKISH TOBACCO SECTOR WITHIN THE

NEOLIBERAL TRANSFORMATION

In this chapter, | want to focus on the transformations, mostly related with tobacco sector,
regarded as the implementation of neoliberal principles in Turkey after the late 1970s. The
literature in this subject is very expansive and it has been broadened with new practices and their
new spheres of influence.’® Tobacco sector is one of these spheres of influence. The
interventions and (de)regulations in economic policies in the light of neoliberalism has led many
direct and indirect changes and transformations not only on the economic indicators but also the

whole structure of relations around a specific commodity or the daily lives of people.

In this thesis, reference to neoliberalism represents in a multifaceted and multidimensional
framework. To develop a comprehensive approach to transformation process around a
commodity, the thesis aims to explore mainly the changes in economic agenda in background of
the transformation period and to investigate how market procedures, legal policies and technical

issues have led a major fractionation in the tobacco market in Turkey.

In the beginning of the chapter, the restructuring of global economic order in the post-war
period under the guidance of the U.S will be analyzed in order to show the dynamics of capitalist
accumulation regime paving the way the economic reforms after 1970s. David Harvey in his

book New Imperialism shows forth the developments in the capitalist accumulation regime

16 Bagimsiz Sosyal Bilimciler 2006 Y111 Raporu “IMF Gozetiminde On Uzun Y11, 1998-2008: Farkli Hiikiimetler
Tek Siyaset.” Haziran 2006. Ankara; Erkan, A, Tuncer, I, Aydm, M. (2010).“The Impact of Economic Crises on
Agricultural Macroeconomics Variables in Turkey for the period of 1980-2008. Munich Personal RePec Archive.;
Bagimsiz Sosyal Bilimciler. “Giiglii Ekonomiye Gegis Programi Uzerine Degerlendirmeler.” BSB website. 2001;
Yalman, G. (2009). Transition to Neoliberalism. istanbul: Istanbul Bilgi Universitesi,
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underlying the overaccumulation crises of capitalism in 70s, and he shed lights to the
reorganization of hegemonic capital accumulation regime in last three decades. In this chapter, in
the light of Harvey’s approach the neoliberal transformation of Turkish Economy and more

specifically remaking of tobacco market through the “adjustment” motives will be scrutinized.

As aforementioned above, in the scope of the thesis, the term neoliberalism is discussed
under the assumption that it is defined with the totality of specific economic policies. It
comprises a global planning. However, this totality is formed with the distinctive singularities in
each local implementation. The specialties of the scopes of application, and the reactions or the
restructuring or the cooperation with the agencies can bring forth different experiences. With the
intention to reflect this disposition, 1 first seek to interpret the developments in global agriculture
sector. The tobacco market has been affected by the organization of agricultural sector and the
international trade agreements which regulate trade of agricultural products among countries.
Correspondingly, the evolution of global tobacco market is going to be depicted with some
economic data. In this section, the emergence and developments of TNCs — who are dominating
the global tobacco market today — will be discussed. In order to demonstrate how neoliberalism
and global reorganization of tobacco market is linked to the Turkish case, | shortly discuss the
Turkish tobacco market, especially the position of TEKEL in the market before the
transformation period. In the end of the chapter, the main striking moments of the structural
adjustment process of the Turkish tobacco market will be deeply and critically analyzed in order
to underline the distinctive practices of neoliberal transformation in this singular example. On the
other hand, the major changes within Turkish tobacco market will be discussed in conjunction
with the Harvey’s conceptualization of ‘accumulation by dispossession’. The diminishing of

governmental body, the tobacco law of 2001, the contract farming system, the privatization of
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TEKEL and the foundation of the independent regulatory agency are evaluated in a framework of
reorganization of capitalist accumulation regime in last three decades. As | elaborated in the first
chapter, Harvey’s conceptualization of “accumulation by dispossession” serves an eye-opening
approach to evaluate the dynamics in global perspective. This point of view shows parallels with
his theory of geographical embodiment of capitalist accumulation regime. Moreover, the
consequences of the dismantling, the dislocation of millions of people in agriculture sector, and
the different struggles and movements against the still unnamed mass transformation also

demonstrate the dialectical structure of the accumulation regime as Harvey pointed out.

Background of Neoliberal Restructuring of Agriculture Sector

The late 1970s can be referred to as turmoil for Western Capitalism. After a long period of
expansion, a period of economic growth remembered as the “golden age”, capitalist accumulation
experienced a global recession. The strategic background of this golden age was constituted at the
Bretton Woods Conference in 1944, while the Second World War was still raging in Europe and
the Pacific. The conference was an attempt to design a new global order, the pioneer designer of
which would be the United States. Varoufakis points out that the Bretton Wood Conference
played an important role in establishing the hegemony of the U.S in the post-war period
(\Varoufakis, 2011; p 303-343). The two important pillars of this political economic design were
the establishment of a new monetary system and the reconstruction of the countries that lost the
war. The new monetary framework had established that the American Dollar would be placed at
the core of the capitalist world. Each currency would be locked to the dollar at a given fixed
exchange rate, and the dollar was pegged to gold at the fixed exchange rate (Ounce of gold=35%$).
Moreover, participants were aware of the danger that the fixed exchange rate regime could lead

to tight fiscal spots and that it might drag the whole world down with the frightful memory of
60



Great Depression; therefore, the International Stabilization Fund, the prototype of the
International Monetary Fund, was founded in order to prevent contingent systematic trade
imbalances. On the other hand, International Bank for Reconstruction and Development, which
later developed into what is today the World Bank, was established with the intention to run
productive investments in the regions of the world devastated by the war. Global Plan, to use
Varoufakis’ term, designed by the New Dealers after the Great Depression and post-war period,
refers to these strategic moves and the set of arrangements placing the dollar at the heart of the
newly expanding world trade. It would also be supported as shock absorbers with the two
currencies of the losers of the war (the Deutschmark and the Yen) and a new market would be
created for the US export goods with implementations of World Bank. Hence, the US set its
hegemonic power by relegating the periphery and the developing world to the role of suppliers of

cheap raw materials, and as new markets promoting capital accumulation.*’

Agriculture has been one of the main areas of the Global Plan. With the pioneering of the
US, mechanization of and chemical usage in agriculture became widespread in the post-war era.
Food security became a major concern for national governments in this period. State support to
the agricultural sector was institutionalized. New Deal policies and Public Law 480 were used by
United States to ensure a support price policy in specified crops, stipulating that farmers leave a
specified portion of their land uncultivated. These policies not only secured excess production but

they also increased land concentration. The excess production became an important characteristic

Y The Us in company with the IMF and the WB had provided a huge volume of aids in various ways to the
developing countries in the name of Marshall Plan. The main aim of the Plan was to internationalize the Third World
agriculture, to increase productivity with increasing use of tractors and chemicals and to guarantee the continuous
flow of cheap inputs from the Third World

61



of the U.S. hegemony over the developing world under the cold war conditions, since this excess
production acted as an important reserve for United States’ food aid policies. Food aid was
mainly realized in the form of concessionary sales allowing U.S. to have economic power in
addition to the political domination. At the same time, food aid policies constitute an important
aspect for the creation of a mass diet, exporting cheap food produced in the U.S, which then
cause import dependency in the developing countries seeking to secure cheap labor power in their

development paths (Yenal and Yenal 1993: 93-101).

Developmentalism as a paradigm emerged after the Second World War, and was
materialized in the regulations, policies and institutions in the underdeveloped countries. The
discourse of modernization was a very crucial component of developmentalism. Development
and growth were theorized as the consequences of modernization, which corresponded to the
industrialization and the increase in capital accumulation. The theories of development
economics which constituted the theoretical background of the development policies encouraged
the industrialization while claiming agriculture as the traditional sector which needs to be more
efficient by capital-intensive production methods and by shifting its unnecessary labor power to
the industrial sector. Green Revolution shows clearly how this industrialization discourse
operated in agriculture field. Starting from 1960s, it relied on the internationalization of the
mechanized agricultural production techniques mainly in the US. Hybrid seeds were developed in
1930s in state sponsored research centers in the US, and the impact of this technological
improvement was huge increases in productivity and thus cheap food production. Hybrid seeds
also required industrialized inputs such as biotech package pesticides, herbicides, machinery,
fertilizers etc. to bring the desired outcomes. This industrialized, capital-intensive agricultural
production caused a cost-price squeeze for farmers as inputs became more costly and prices were
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decreased. State intervention in the first world countries ensured the sustainability of this
production system by dismissing the small family farmers and relying on large scale production
and concentration. After the implementation of the green revolution in the developing world as a
development strategy by the industrialization of agriculture, there happened an increase of
dependency on American and European corporations, which controlled the supply of the
technological inputs. Ziilkiif Aydin claims that with the internalization and commercialization of
agriculture sector and commodification of crops in the Third World, the main function of
agriculture has been perceived as not the production of final products for consumption but to
provide inputs for corporations (Aydin, 2005, p. 150-58). This fact also has provided an
environment for the emergence and reign of transnational corporations operating in agriculture
sector and controlling each step in global commodity chains, all the way from the seed to the

final product.

The Structural Adjustment Programs (the SAPs) applied in developing countries with the
assistance of the World Bank and the United Nations of Development Programme have been
important tools of the continuation of the reorganization of global agriculture system in line with
the principles of western developmentalism and the capitalist accumulation regime after the crisis
of capitalism of 70s. The SAPs, throughout some conditionalities, aim to make free market
principles dominant over the economies of developing countries. The conditions for structural
adjustment depend on which feature of the focus country being targeted to attune to the economic
tenants of neoliberalism. They can include fighting corruption, cutting expenditures, economic

austerity policies, removing price controls and state subsidies, and privatization.
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The Structural Adjustment Programs have provided capitalism an opportunity to find new
markets and new resources, thus, to globalize easily in 1980’s. These policies were mainly based
on the free market and the free movement of capital; as a result of such policies, privatizations
led to considerable transformations in the agriculture sector. Import dependency in the
developing countries was established through food aid policies, since major staples were
produced cheaply in US and European countries thanks to the support policies. Thus,
international division of labor evolved towards the production of low value products in the
developed countries and high value products in developing world. Meanwhile, specified
production in the periphery was realized in the ‘niche’ markets created mostly in core. Thus,
together with the increased import dependency, export dependency emerged in this vulnerable
situation of most developing countries which started competing for exporting coffee or cut
flowers. With the international regulation realized by the World Bank, the IMF and the WTO,
national boundaries ceased to be obstacles for capital. This was a crucial step for the
establishment of TNCs as the major medium between producers and consumers. As Abdullah
Aysu argues, agricultural production is under the influence of natural events and agricultural
lands cannot be money convertible easily. That is the reason why the transnational companies did
not prefer to buy land and cultivate it directly. The TNCs took charge after production process.
They speculated in order to set prices low, bought the products in lower price and sold them after
labeling with a trademark (Aysu, 2008, p. 11-14). TNCs’ role as the intermediaries was
consolidated in the core countries with the emergence agrifood industry under the Fordist regime
of accumulation. The technological improvements as the refrigerators and the chemicals enable
the production of durable foods by the companies. Abdullah Aysu states that neoliberal policies

broke the circle between state, farmers and consumers in most of the developing countries. The
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large companies have intervened into every phase of the process, and the state had to refrain from
its prior duties, like supporting and providing expertise to farmers, and also to provide consumer
insurance (Aysu, p.13-20). Companies have penetrated these spaces, with the ambition of profit-
seeking, through buying formerly state owned enterprises during privatizations, through mergers
with large national private companies, forming oligopolistic structures and various of forms of

vertical integration, mainly contract farming.

TNCs constantly claim that the “modern agriculture” that they provide would be more
efficient than “traditional agriculture”, and it could be the remedy of the famine in some parts of
the world. However, it can be argued that the major reason of global hunger today is the fact that
the main motive of agro-food corporations is profit maximization. The development of livestock
complex with the increase in the production of feedstuff (mainly corn and soya for an efficient
diet of animals in big animal farms to produce cheap meat and its frozen, durable varieties’
production) caused the increasing monoculture and use of lands for feedstuff instead of more
healthy food. Similarly, the growing use of lands by TNCs for the production of bio-fuel
constitutes a big contradiction with the sensitive discourse that the TNCs use. This increase is
shown as an important reason for the food crisis caused by the increased prices due to the
replacement of food supply by the bio-fuel production. Many activists also claim that the famine

can be prevented by fair distribution of resources.

The production of genetically modified organisms is another strategy of transnational
companies, which they use in order to legitimize their profit seeking activities and industrialized
production techniques risky for human health. They claim that these technological improvements

will eliminate hunger. However, this production system can cause serious health problems for
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humanity as well as for nature. Moreover, it cannot be seen as a viable strategy since it is known
that today although there are more and more people unable to reach sufficient food, there is still

overproduction®®.

The Global Tobacco and Cigarette Markets in Neoliberal Era and the Emergence of

Transnational Companies

The commercialization of agriculture sector, the capital mobility and increasing scale of
international trade with globalization affairs, intense financial operations went hand in hand the
dissemination of the operations of TNCs all around the world. The tobacco processor and
cigarette producer international companies of developed countries have increased their sphere of

influence to developing and underdeveloped countries.

In developing world, the governments have fought the cigarette consumption for all
stratums of society. The anti-smoking measures including anti-smoking campaigns, the banning
of aggressive advertisements and increased taxation have created an increasing awareness of the
damaging health and social effects of smoking. Hence the consumption of cigarette in developed
world has had a sliding trend. Cigarette consumption in Western Europe has dropped by 26%
since 1990. However, the consumption in the Middle East and Africa has increased dramatically
during the same period, by 57%. Despite the all measures against smoking, the global cigarette
consumption has increased dramatically with the increase in world population and decrease in the
starting age of smoking. According to the report of FAO in 2003, the trend in consumption was

projected, and dependently the report underlines the shift of tobacco leaves and products

18 Caligkan, K. (26.05.2008). Cif¢i-Sen. In Birgiin. Retrieved May 24, 2012 from http://www.karasaban.net
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production to developing countries.’® The FAO and the WHO attempt to draw attention, with
their annual reports, to the global trends in tobacco agriculture, cigarette production and its
effects on health and social life. The international companies in the tobacco sector have
researched and conducted surveys about the tobacco market as well, but these research and

surveys act as guides for their market investigation and developing strategies.

After 1980s, there have been consolidation and concentration processes in the tobacco
market, with intense privatization and merging operations. As a result, only five major private
tobacco companies is operating in cigarette production sector: Philip Morris International (the
PM), Philip Morris USA / Altria, British American Tobacco (the BAT), Japan Tobacco
International (the JTI), and Imperial Tobacco (the IT). In addition to these international private
companies, there are 16 state-owned tobacco companies.’® The China National Tobacco
Corporation (the CNTC) is the biggest one in the sector. The CNTC manufactured about 36 % of
all cigarettes produced worldwide in 2008, and it provided 7% of the Chinese government’s total
revenue through tobacco taxes and the profit share. The annual revenue of the global tobacco
industry is estimated about 500 billion dollars (Eriksen et all. 2012).* The figure 5 shows the
dramatic increase in the number of cigarettes consumed annually after 1970s. The rate of increase
has slowed down since 2000. The anti-smoking campaigns and high taxation policies on

cigarettes are effective in the deceleration. With the consumption decrease in the developed

9 FAO. Higher world tobacco use expected by 2010 — growth rate slowing down. Rome, 2004. Accessed from
http://www.fao.org/english/newsroom/news/2003/26919-en.html

 The state owned companies are leading tobacco market in some specific countries: China, Thailand, Vietnam,
Democratic People of Korea, Algeria, Tunisia, Libya, Egypt, Yemen, Syria, Iraq, Iran, Bulgaria, Bosnia and
Herzegovina, Moldova, and Cuba.

2L Tobacco Altas. The PDF file downloaded in 03.05.2012 from http://www.tobaccoatlas.org/
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countries of the Western World, and with increase in Third World, the production of cigarette has

shifted from West to East parallel with trend of global manufacturing sector.

Global Cigarette Consumption over years (billions of cigarettes)
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Figure 6: Global Cigarette Consumption over Years. Source: Tobacco Atlas (2012)

The International Tobacco Companies have competed to increase their market share. They
have put in various strategies to penetrate local markets, to expand their domains and to increase
their profitability. Ali Biilent Erdem? states the TNCs’ common strategy cornering the local

tobacco market in different geographies as follows:

e The companies firstly intend to change the palatal delight of consumers of the targeted

market. Smokers are loyal customers, are reluctant to change their brand. In other words,

22 Ali Biilent Erdem, “Tiirkiye’de Tiitiin Politikalar1 ve Tiitiin Ureticisinin Durumu.” Tiitiin-Sen Raporu. Accessed in
10.04.2012 from http://www.sendika.org/yazi.php?yazi_no=6790
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they are loyal to the blends of their brand. Big companies encourage smuggling activities

to penetrate illegally into the market to promote their blend.?

In Turkish case, we witnessed a similar scenario: One of the biggest cigarette producing
companies established a cigarette factory in Bulgaria in 1970s, and then, there had started an
inflow of smuggled cigarettes to Turkey from the West Blacksea coast until the import of

American blend cigarettes were legally allowed to be sold in domestic markets. *

e After the penetration to targeted market by smuggling, TNCs through the agency of
international institutional such as the IMF, the WB and the WTO, started to exert pressure
on the governments for opening markets to import cigarettes or to decrease the tariffs.

e They attempt to get into partnership with powerful local entrepreneurs, industrialists or
with the national monopoly by lobbying.?

e In order to expand their market share, they conduct aggressive advertising campaigns and
sponsor various social responsibility projects.”®They put pressure to prevent the attempts

to impose a ban on tobacco advertisement or try to remove the existing bans.

8 Ahmet Atalik (The Present of Agriculture Engineers Chamner) claims the aid packages distributed in Europe from
the American planes during the 11 World War consist of American Blend cigarettes. And this was the first
intervention to habituate Europeans to American Blends. (Accessed 10.06.2012 from
http://www.uzumsen.org/index.php?option=com_content&task=view&id=209&Itemid=29)

% This reminds me of specific scenes from some Turkish Movies in which the characters lived off the trade of
smuggled cigarettes. “Kent var, Malborya var!” Copculer Krali. 1977. Dir. Zeki Okten.(44°.30°”) Mavi Boncuk
1974. Dir. Ertem Egilmez. Banker Bilo.1980. Dir: Ertem Egilmez. (32°.01°") Gora. 2004. Dir: Omer Faruk Sorak

% Local partner of Philip Morris was Sabanci Holding. In 1991, Philip Morris and Sabanci conglome_:rated with 75%
and % 25 shares respectively, and they established “Philsa Company”, they set a factory in Torbali, Izmir to produce
American Blend cigarette.

% In 2001, it was spark a debate that Philip Morris and Sabanci restored the historical building of first national
assembly with 500.000 dollars aid. http://www.milliyet.com.tr/2001/04/21/guncel/gun08.html

The indirect advertisement was another tool the TNCs applied to maintain their visibility: “Parliament Cinema
Club” was for instance the name of a film session broadcasted on the prime-time and sponsored by the Philiph
Morris International to promote its brand.
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e They propagate about the cumbersomeness of the national monopoly. They commit to
bring advanced technology, to provide huge employment opportunities and tax revenues
to the government budget.

e After the national monopoly getting privatized, they solicited from the government a
decrease in tax on sales.

e |f the governments do not decrease taxes, the corporations can illegally start smuggling

activity for purpose of tax evasion.

After the state monopolies have been eliminated all around the world, the TNCs have
become effective in the global tobacco market. They have pursued an oligopolistic competition
among themselves to dominate the global market. The golden rule of competition to make profit
is to decrease costs and to develop production for increasing productivity. Other principles such
as the quality of the product or public health can be easily faded into background of competition.
Although the thesis will not focus on the relations between these titles, the global expansion of
capitalist market relations and the enhancement of the competition between the big agents in the
tobacco market require analyzing the payoffs between the quality and profitability or the payoffs

between the public health and cost reduction.

The TNCs’ investment in the technological advancement for utilizing the reconstituted
tobacco in cigarette blend, illustrates the motivation of TNCs in cost reduction at the expense of
public health. Oriental tobacco has been used in the blend of cigarette with Virginia and Burley
tobacco in order to add an aromatic flavor and to make cigarettes easier to inhale. Oriental
tobacco is usually grown on small sized lands. Its cultivation is very labor-intensive. For this

reason, machinery use is not very wide spread. The effective use of irrigation, pesticides and
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chemical fertilizers is, mostly, not appropriate for growing high quality Oriental tobacco. The
yield is mostly dependent on climate conditions and on the dexterity of cultivators. These natural
conditions for producing Oriental tobacco pose risks for the companies in market competition.
Procuring the inputs in required amounts and on time is crucial for the companies, for the
companies to keep up with the production plan and to survive within the capitalist competition
laws. Hence, the TNCs have attempted to find a substitute product instead of Oriental tobacco; in

this way, they would guarantee a smooth and planned input management.

Big cigarette manufacturing companies have recently invested in technologies to increase
the percentage of additives in the blends, substituting oriental tobacco, since the supply of
Oriental tobacco is not as favorable to business as Virginia or Burley. The additives in general are
called RECON (Reconstituted Tobacco), which can be considered a chemical-additive delivery
system in addition to the casing process of tobacco. As it is mentioned in the report of the World
Health Organization?’, the companies can utilize the manufacturing waste of tobacco processing
and enhance the economy of manufacture by this RECON system. On the one hand, the
companies can strike out filling the cigarette cheaper. Providing the RECON system can be safer
for the cigarette companies rather than regulating smoothly the Oriental tobacco trade. At the
same time, they can apply another golden rule of management science: customer “loyalty.” As
Ali Bilent Erdem claimed in the light of the report by the WHO, the chemicals referred as
“sauces” are added into cigarette blend, which tend to increase the capacity of cigarettes to

induce addictiveness. (Erdem, Ali Bulent [the head of Tutln-Sen]. Interview. 3 May 2012)

2" Additives, Cigarette Design and Tobacco Product Regulation. A Report To: World Health Organization Tobacco
Free Initiative Tobacco Product Regulation Group. Kobe, Japan. 2006. (PDF version of the document was
downloaded in May 14,2012 from http://www.jeffreywigand.com/\WHOFinal.pdf
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Turkish Tobacco Market after the Regie Period

Foundation of the Turkish Republic brought the nationalization of tobacco market, the
control of tobacco production and trade passed into the new Government from the Regie. The
whole authorization about tobacco was conducted by a state monopoly until 1980s. The
foundation of the state monopoly took aim at developing the quality and production of tobacco.
Answering this purpose, there were some legal and institutional arrangements in 1924, 1930 and
1938. In 1924, Tobacco Trade Association found the Tobacconist Bank (Titiinciiler Bankast) in
Akhisar. Tobacco Institute was established in 1936 and a Tobacco congress was organized in

1943. The Tobacco and Tobacco Monopoly Law (1177), enacted in 1969, had stood until 2002.

In the 1950s, in line with the global commercialization of agriculture, Turkish tobacco was
demanded greatly by global cigarette industry. The state monopoly gradually provided a progress
for tobacco sector with its efforts in this scope. High prices of agricultural goods and good
weather conditions in that period were the external factors in progress of Turkish tobacco sector.
The state monopoly was also so effective in this manner to serve a protected environment to the
whole agents in the sector. Parallel with the global economic order, the Turkish state actively
played a regulatory role in the implementation of policies of central planning and import
substitution in the period between 1960 and 1980. Total tobacco production and export increased
concretely with the active role of TEKEL. The new machines were brought from foreign
countries to develop tobacco industry. In Istanbul, a teaching program was established, to educate
tobacco experts who determine the purchase price of tobacco leaves according to the quality, and
these experts have been responsible to give expertise service to cultivators. With all these efforts,
tobacco economy had progressed. There was an alliance among the cultivators, public workers,

merchants and the state monopoly, TEKEL.
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The meaning of TEKEL in the eyes of the producers

TEKEL took charge of support tobacco producers with various measures. There had been

three main instruments of TEKEL to protect the cultivators from the negative features of market.

Input Subsidies and Cheap Credit: TEKEL provided the cultivators oil, pesticides and

fertilizers. In cooperation with the Agricultural Bank of Turkey (Ziraat Bankasi),
TEKEL also gave interest-free credits to the cultivators. Tobacco cultivators generally
produce in small scale. Hence they have difficulty in affording input costs. Input
subsidies and credit mechanism were supportive to cultivators getting inputs cheaper
and not borrowing from usury.

Support Prices: TEKEL as the main purchaser of the market was responsible for

determining the minimum price for tobacco. Other merchants bought tobacco for
export, could not buy tobacco from cultivators in lower price.

Support Buying: TEKEL was responsible for buying the rest of the tobacco unsold to

the merchants. In this way, the existence of TEKEL was a guarantee for the cultivators,
whose crop was affected negatively by the contingencies in the production process. The
risk was undertaken by the state monopoly. Support buying also prevented the price
fluctuations and the speculative attacks from foreign merchants by guaranteeing

purchase of tobacco in its real value (Giimiis 2009: 55).

TEKEL was an anchor for the cultivators, workers, experts; for almost all agents in the

tobacco sector. However, there is another fact that supporting role of TEKEL was a direct

intervention to tobacco market for the welfare of the cultivators. On the other hand, the welfare

policy TEKEL followed had led to some drawbacks. The positive atmosphere conducive for
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accumulation opportunities for the agents in the market resulted in excessive increase in the
number of cultivators. The supply of tobacco exceeded the demand for domestic consumption
and export. This excess was reserved in TEKEL’s depots as stock. The transportation and
reservation of this excess tobacco was costly for TEKEL. Turkish tobacco sector was one of the
biggest in global Oriental tobacco market; hence TEKEL was effective in determining the world
price of tobacco. In some years, TEKEL had to over decrease the export price in order to
disinvest the tobacco in the depots. The decrease in the tobacco prices might affect negatively the

private sector export revenue (Giimiis: 50).

Moreover, the tobacco sector was one of the main areas of populist politics. In the
beginning of 2000s, the number of the tobacco cultivators reached about 600 thousands. As we
mentioned before, family farming was dominant in tobacco production. Hence it can be
considered that about 2,5 millions of people had earned their living in tobacco production. Taking
into consideration the related employees such as agricultural engineers, tobacco experts, the
workers employed by TEKEL, the merchants, the exporters, the number of people who made
their livings on tobacco was very significant in the total population of the country. The increase
in purchase prices determined by the governments in the election years reflect that the
governments regarded the mass of people in tobacco sector as potential voters and the price

determination as a strategy to set and preserve their hegemonies.?®

8 Mehmet Biilent Ozdemir states in his thesis that the tobacco purchase prices increased in the more than half of the
election years and tobacco had been the only crop that support buying had been applied for populist intentions by the
governments. The decrease in the support buying prices in wheat and sugar beet in the following years of the
elections would be the compensation of the burden in the budget resulted from the increase in tobacco buying price.
Mehmet Biilent Ozdemir, 2007. Tiirkiye’de Segim Ekonomisi ve Biitgesel Etkileri. Siileyman Demirel Universitesi
Maliye Ana Bilim Dali Yiiksek Lisans Tezi (Accessed 10.06.2012, from http://eprints.sdu.edu.tr/467/1/TS00619.pdf)
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The interventionist strategies of TEKEL in the name of state protectionist policies were
criticized excessively. State’s support buying and price mechanism was argued to encourage
production above the equilibrium level. As a result, the cost of storing the excess supply of
tobacco increased. In 1990s, the quota system was implemented for a couple of years to limit
overproduction and to set a more effective price. The burning up of the tobacco was literally
another tool to deplete the excess tobacco stock in the depots. According to Gilimiis’s
calculations, the average amount of the tobacco disposed annually between 1987 and 2007 was

around 8,3 million tons, and its market value was 13,2 million dollars. (Giimiis: 51)

Before its privatization in 2008, TEKEL had 8 cigarette factories, 1 tobacco processing
factory, and 57 tobacco processing head offices, 28 alcoholic drinks factories and manufacturing
plants, 80 sale and distribution offices of the general director, 20 Salt production units sprawled
all around Turkey. As Ali Bulent Erdem states, TEKEL was one of the state institutions with
most offices throughout Turkey, employing significant amount of workers, having business
relations with all the tobacco cultivators in Turkey; in other words it was the second most
pervasive state institution after the Agricultural Bank of Turkey (Ziraat Bankasi). (interview, Ali
Bulent Erdem) It came to symbolize the power and the presence of the Turkish state, even in
those places where the state’s presence was relatively weaker. In addition to TEKEL’s operation
in tobacco sector, it was also in charge of alcoholic drinks and salt monopoly. The mass picketing

of TEKEL workers in 2010, the campaigns against the privatization of TEKEL, and public
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support to these movements reflect the meanings and importance of TEKEL in the eye of

cultivators, workers and even customers.?®

The Structural Adjustment Policies in Turkish Tobacco Market

In 1979, we witness the first manifestations of the transformation in Turkish tobacco sector.
Stleyman Demirel, in the government program, points out the need of opening the tobacco
market to the local or foreign entrepreneurs aiming to produce and trade cigarette. He thought
that smuggling and the loss of foreign currency would be prevented only when opening the

market.

The first cigarette factory outside of TEKEL (Bitlis Entegre Sanayi A.S, BEST) was
established in 1983. It produced cigarettes to sell abroad until 1988 when TEKEL associated with
BEST with 25% shares and allowing it to sell in domestic market. In the following years, the
imported cigarettes were allowed to sell in domestic market. TEKEL launched “Tekel 2000” as a
new brand on the market. To meet the demand created by palatal change, the cigarette of Tekel
2000 contained 85% Virginia and Burley tobacco, and only the remaining percentage was
Oriental. TEKEL tried to cultivate Virginia and Burley tobacco mostly in Diizce, Gonen, and in
some provinces in Thrace Region. However, the cultivated foreign origin tobacco was not enough
to meet the demand of TEKEL using its mixed blended brands. After the allowance to import

cigarettes, the import of foreign origin tobacco was also liberated.

% The protestors set up a tent city in one of the main thoroughfares of the capital city. Each tent symbolized a city in
which there was a TEKEL facility. In the tent city, cities — the tents of cities- which are geographically and
symbolically far away from each other can be in juxtaposition.
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The first decision to abolish the monopoly position of TEKEL was found in the 5™ five-
year development plan (1985-1989). In the section of goals of manufacturing sector, the
cigarette-tobacco monopoly (TEKEL) and tea monopoly (CAYKUR) was included in the scope of
privatization, and it underlined the need of a strategy for the cultivation and development of new
tobacco species apart from the Oriental ones. The plan also included forecasts for the near future
of the sector and some interventions according to these projections, like stating that the tobacco
cultivated in the East and Southeastern Region should be regulated for the need of new blending
strategy widely determined by global dynamics with expand of the international trade operations.
(DPT, 1984: 67-77)*° In 1986, Ozal government with regard to the principles aforementioned in
the development plan amended the related clauses®* of actual law 1177 to regulate tobacco
affairs. The change in the law brought an end to the monopoly of TEKEL in to production of
tobacco products and it enabled the foreign capital to invest in Turkish tobacco sector with the
condition that they form partnerships with TEKEL. Nevertheless, this was amended with the
provision about tobacco production without the participation of TEKEL. In this way, Philsa

started cigarette production in Torbali in 1992.

For Turkish tobacco market, the 20 years from 1980 to 2000 can be summarized in two

pillars. The vast market reforms of Ozal Government under the scope of 24™ January Decisions,

% “Sigara — titiin ve ¢ay tekeli kaldirilacak, iyi kaliteli tiitiinciiliigiimiiziinekonomik olgiiler i¢inde korunmasi
yanmnda yeni tip tiitiinlerin tiretimi hazirlanacak bir program ¢ergevesinde ele alinacaktir.”’The 5th Five-Year
Development Plan. Prime Ministry State Planning. Accessed 10.06.2012, from
http://ekutup.dpt.gov.tr/plan/plan5.pdf

* The articles 20, 21, 38, 41 and 43 of Law 1177 was amended with Law (Package) 3291.

The amending article 38: Ulke icinde tiiketim amaciyla tiitiin ve tiitiin mamulleri iiretimi devlet tekeli altindadir.
Accessed 01.06.2012 from http://www.zmo.org.tr/mevzuat/mevzuat_detay.php?kod=56

%2 The Tobacco and Tobacco Monoply Law of 1177. Accessed 01.06.2012. from
http://www.zmo.org.tr/mevzuat/mevzuat_detay.php?kod=19
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which broadly aimed to open the market to foreign capital and to restructure the market in favor
of export-oriented economic planning. The other pillar was the populist policies of the coalition
governments in 1990s. With the markets opened to foreign tobacco species and permission to
import cigarettes, the tobacco need of TEKEL for cigarette production was decreased. However,
total oriental tobacco production slightly increased, as well as the number of cultivators. The
quota implications yielded no result in decreasing the total production to meet the equilibrium
level. In brief, the market reforms of 1990s were thought as the starting point of deterioration in
oriental tobacco production. Nevertheless, the populist policies invited inefficient production
level, and together with the rooted production relations, prevented the dissolution of tobacco
production and the cultivators. In early 2000s, we witnessed the major interventions to tobacco
sector to remake the market with the intention of validating the free market principles. The
restructuring of the market can be thought as a direct intervention aiming to articulate Turkish

tobacco sector with the global capitalist accumulation regime.

The Tobacco Law of 2001

The year 2001 echoes back to turmoil for the crisis in both senses, political and economic.
As Yeldan points out, the crisis brought that the IMF involvement dated back to 50s increased in
the macro management of the Turkish economy. The management services primarily aims to
secure the debt obligations of the Turkish arbiters, to ameliorate the banking and financial system
throughout a wave of structural reforms. The IMF also provided financial assistance of 20.6
billion dollars conditional to the commitments implementing the adjustments. Yeldan claims that
the structural reforms targeted to improve the stability and credibility of Turkish Economy
actually led a major transformation in all traditional economic and social infrastructural facilities

of public sector. By this way, making an “autonomous” financial management and restriction of
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the objective of fiscal policies to maintaining “the budget with a primary surplus” serves leaving
the role and facilities of the public sector to the strategic interest are of private sector and

especially foreign capital.®

The frame Yeldan depicts above®* was an illustrative example to understand the interest of
capital and international financial institutions to restructure the economy of a developing country
or semi-peripheral country, Turkey. And, another striking point in these works is that the
economic or political crises have been a coup de grace to economies not “succeed” to articulate
with the global organization of capital accumulation. For Turkish case, the economic
liberalization and the contraction of welfare state policies process started with the military coup
d’état and the 24 January 1980 gained acceleration by a major shock in 2001 and fast legal
arrangements what is popularly called 15 laws in 15 days’.* Despite the fact that the actors in
the 57" Government hoisted with their own petards with this shock treatment, their successors,
the AKP (the Justice and Development Party) has excelled with carrying on these attempts on

neoliberal restructuring.

The agriculture sector was the one the main grounds of the shock treatment. After long-

termed supportive and protectionist policies, a fast deregulation process has been experienced for

% Yeldan, Erinc. 2002. Behind The 2000/2001 Turkish Crisis: Stability, Credibility, and Governance, for Whom?
Accessed 12.06.2012 from http://www.bilkent.edu.tr/~yeldane/Chennai_Yeldan2002.pdf

3% The researches existed in Turkish Independent Social Scientists Association Economics Group web site serve as
excellent references in this subject of the crises and the restructuring of Turkish Economy with different angles. See
e.g BSB, 2006; Boratav, 2001; VVoyvoda and Yeldan, 2002; Yentlrk 2001; Yeldan, 2001a, 2001b. From the Turkish
Independent Social Scientists Association-Economics Group web site
(http://www.bagimsizsosyalbilimciler.org/iktisatg.htm).

% 15 giinde 15 yasa was the attempt to fast structural adjustment of Ecevit Government pioneering Kemal Dervis and
assistance of IMF in the last days of 57th Government (The Coalition of DSP-MHP-ANAP) In defiance of the
intense oppositions, The national assembly worked overtime and enacted 15 laws in 15 days in order to become
entitled to get the financial aid from the IMF. One of the 15 Laws was the Tobacco Law no:4733 aim to restructure
from top to bottom the tobacco affairs as well. http://articles.cnn.com/2001-05-13/world/turkey.economy_1_turk-
telekom-turkey-loan-package? s=PM:WORLD
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the last three decades. The agreements signed with the IMF and the WB for debt scheduling were
the leading instruments of dismantling of the earlier regulatory regime in agriculture. The
dismantling has been actualized with the conditional articles of the stand-by agreements with the
IMF and the credit agreements with the WB. The conditional articles included a general
restructuring for overall liberalization of the economy (economic austerity policies, export
orientation policies, debt rescheduling...) and also concretely commitments to the requirements
of the World Trade Organization membership and the TRIPs® treaty (Tahsin, 2001). Neoliberal
restructuring of the Turkish Agriculture Sector under the auspices of the IMF and the WB has
mainly targeted liberalizing the agricultural goods market, reducing public spending, dismantling
the state’s protectionist policies and restructuring the agricultural sector in the harmony with
international division of labor® (Yenal and Yenal 1993, Aydin 2010). In parallel with these
principles the ARIP (The Agricultural Reform Implementation Project) as part of the World
Bank’s agricultural reform and development program was brought into force in 2001. In addition
to the aims mentioned in the letters of intent to IMF between 1999 and 2001 and the main
objectives of the ARIP, withdrawal the burden of price and input subsidies in the budget and

introduction of direct income supports®, the elimination of subsidized agricultural credit and

% TRIPs (Trade Related Intellectual Rights) is an international agreement that specifies the international procedures
on intellectual rights and defines the requirements that member countries must reform for copyrights, patents,
industrial designs and geographical indications. It has been criticized that it has led a money transfer from
developing countries to developed countries owning copyrights and patents mostly. In Turkish Tobacco case, the
attempts of tobacco processing companies taking out the patents of some specific Turkish Tobacco species can be
evaluated in this framework.

¥ According the international division of labor, the agriculture sector of developing countries have focused on agro-
export production; high value cash crops. The production has been organized to meet the demands of the TNCs for
inputs and manufacturing. For developing countries, there has been the replacement of traditional primary
commodity production and self-sufficiency in agriculture. Thus, the development strategy in this sense has led to
increase the developing countries in dependency on the developed world.

* The direct income support has been given according to land ownership. Thus the Peasant Registry System was
developed in order to record and to control the cultivation areas, the total amounts of the products and the active
population in agriculture system. The implementation of direct subsidization fell short of its goal since the patterns of
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privatization of the Turkish Agricultural Bank. Moreover, the privatization of state economic
enterprises in agricultural industry and autotomizing and the restructuring of sales co-operatives
have been target area of interest. Keyder and Yenal indicates the effects of the on-going changes,
with their words: “The implementation of this project had the impact of shifting power and
responsibility in marketing and quality management of agricultural products from public bodies
to private institutions” (Keyder & Yenal, 2011, p. 64-65). The frame depicts by Keyder and
Yenal shows parallelism with Harvey’s approach that the role of the international institutions in
opening capital markets, reorganizing the internal social relations of production to favor the
penetration of external capitals and keeping accumulation going smoothly by expanded

reproduction (Harvey, 2003, p. 66-67).

The reflection of the fundamental reorganization of agriculture directly on tobacco sector
was the promulgation of Tobacco Law in 2001 and later on the privatization of the tobacco

affairs of TEKEL in 2008 and the withdrawal of Tobacco Fund in 2010.

The enactment of Tobacco Law has rocked the tobacco sector to its foundations. It was a
direct intervention of co-operation of the government and the IMF to shift the existing relations
of production and replacement of a new deal harmonious with the neoliberal restructuring of
agriculture and the interests of TNCs in tobacco market®. The Law has brought three major

changes: One is the introduction of contract farming system in tobacco production, the second is

ownership has been complicated. Another drawback of the new system is that the amount of support is proportionate
to the farm size. The small scale producers are entitled to get less compared to the old system. (Olhan, 2006, p. 43)

% The IMF had released a loan of 16 billion dollars conditionally the ratification of the tobacco law in the assembly.
(Kayaalp, 2010, p:25)
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elimination of support buying mechanism, and the third is the establishment of Tobacco

Regulatory Agency (TAPDK)*

Despite the complicated structure of neoliberal transformation, some interventions in this
regard easily reveal true colors of the restructuring. The old law of 1177 that regulates the
tobacco affairs utterly has numerous articles aiming to regulate tobacco production and exchange.
However the Tobacco Law of 4733 is very prudent in this sense.** In the only one single article
about the production and marketing of tobacco, it is stated that tobacco production would be
regulated under the system of contract farming anymore. TEKEL would not purchase the tobacco
unsold as support buying. The rest of the tobacco not bought from TEKEL and private firms

would be sold in auction sale system.

Contract Farming

In this section, the contract system which has been brought into force with the Tobacco
Law in 2001 will be analyzed critically in a framework of reorganization of agriculture in general
in line with the capitalist accumulation regime in the last three decades. Contrary to neoclassical
economics approaches that affirm the contract system and evaluate it with the notions of “mutual
advantage”, “win-win”, “efficiency”; the contract system will be scrutinized from a critical

perspective. First, the emergence of the contract system will be evaluated as one of the main tools

for remaking the tobacco market. Moreover the gradual dissemination of the contract system

*® Tiitiin ve Alkol Piyasasi Diizenleme Kurumu. http://www.tapdk.gov.tr/

! Kayaalp states the new law consists 12 articles compared to its predecessor consisting 120. In order to underline
the role of the IMF and the WB in enactment of the Tobacco Law she emphasized the new law’s different format
from the conventional Turkish laws regarding not providing an explanatory legal procedures.(Kayaalp: 73)
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from developed world to developing countries will be considered as the integration of the

agricultural sector into global capitalist accumulation regime.

Contract farming system dated back to beginning of the 20" century. We can find some
precedents of the contract system in sugar production in Japan in 1885 or in fruit and canned
vegetable production of the U.S and European countries in 1930s (Ulukan, 2009, p. 70). It has
become widespread all around the world for last three decades. This can be thought in line with
the neoliberal transformation of global agriculture sector. The spread of contract farming among
diverse agricultural products goes hand in hand with commercialization and industrialization of
agriculture (Rehber, 1998, p. 5-6). For Turkish case, the contract farming firstly appeared in the
headlines of structural adjustment projects of agriculture in the 7" and 8" five-year development
plans in the late 90s. Tobacco Law was the synchronous step with this general attempt. In the 8"
five-year development plan (1999) the expectations about the contract farming was declared
clearly: “the contract farming devoting to agricultural industry will be encouraged with the
intentions of developing the integration of agriculture and industry, of increasing the
competitiveness of processing industry and of providing smoothly inputs of good quality.”*?
This intention has persisted in various subsequent formal documents (Ulukan p. 131-144). Rural
development goal has been added to the intentions aforementioned above with the shift in the
discourse of the World Bank and with the recommendations of United Nations Development

Programme. The belief of “mutual advantage” by guaranteeing a regular income for farmers and

by providing a smooth input flow for the firms lies at the heart of these intentions.

%2 8th Five-year Development Plan, Article No: 1290. “ Tarim-sanayi entegrasyonun gelistirilmesi, isleme sanayiinin
rekabet edebilirligini artirici nitelikte uygun ve kaliteli hammaddenin temini ile tarimsal sanayiye doniik sézlesmeli
tiretimin yaygmlastirdmast saglanacaktir.” Accessed in 20.06.2012 from http://ekutup.dpt.gov.tr/plan/viii/plan8.pdf
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This new regulation of contract farming is one of the key reforms which designed the
relation of the tobacco production in line with the capitalist relations of production: it can be
evaluated as the mixture of the EU tobacco contract farming and the U.S. auction sale system.
(Kayaalp 74) As Gumus states the contract farming system in tobacco production has been put in
practice simultaneously in Turkey (2001), the U.S (1999), Malawi (2002) and Zimbabwe (2003).
And, he also remarks the timing of the restructuring concurrently with the declaration of one of
leading TNCs in the cigarette sector expressing the intention of buying tobacco through contract
with farmers.* It shows the power of the TNCs in the shaping of agricultural policy-making
processes and in manipulation of global order in favor of the accumulation strategies of the big
companies. It can be also interpreted as a direct intervention in remaking of the tobacco market in
opposition to the approaches which interpret the changes in the relations of production and

exchange as natural order of evolution of markets.

According to the Tobacco Law, tobacco cultivators can sell their product before planting
season through signing a contract with the buyers, namely tobacco leaves processor companies.
The purchase price of tobacco is determined in the course of the negotiation. The contracts are
signed for once in a planting season. They include four main headings: the predetermined price,
quality, amount of the product that will be purchased or the size of the cultivation land, and the
purchase date. The details of the contract mention about production process, the responsibilities

of both sides, transportation, marketing.

There are different types of the contract signed between the firms and the cultivators as it

depends on the conditions of any sector. In the tobacco sector, the firms prefer generally the

** Gumus et all. “Tiirkiye’de Tiitiin Politikas1 Uygulamalari ve Tiitiin Uretiminin Gelecedi’. Accessed in 18.06.2012
from http://www.zmo.org.tr/resimler/ekler/78688fb6a550741 ek.pdf
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“production-management contract.”** With the whole details included in the contract, Contract
farming can be evaluated as an intervention and regulation to social and economic relations
between cultivators, processors, cigarette producers and the market. Hence, it is a form of
production by itself which directly aims at the production in order to reorganize labor process.
Kayaalp points out that the text itself is the tool for reshaping the entire tobacco market (Kayaalp,
p.75). Recognition as a tobacco cultivator is related to sign a contract with a company. Also the
firms have to acquire the “Tobacco Trade Authorization” certificate from TAPDK in order to buy
tobacco for processing and trading. Establishing a cigarette factory is conditioned to some criteria
which cannot be easily fulfilled by small scale producers.*® Hence, all these legal amendments
have brought a_ major transformation of the conditions of production; new actors, new alliances,

and new regulatory institutions emerged.

As aforementioned, the promotion of contract farming can be considered as the integration
of agricultural production which was mostly considered as “outside” capitalist mode of
production into the global capitalist system. Konings compares the standpoints of modernization
and dependency perspective to elaborate on the position of the contract farming in the capitalist
accumulation regime. The contract farming efficiently combines the agro-business’ management
devices, financial resources, modern technology, and trading and marketing facilities with
peasants’ labor power and control over land in terms of property rights. In this manner, it is a

significant trajectory of the capitalist accumulation regime in agriculture sector especially for the

* Minot categorizes the contact applied in agriculture as ‘production-management’, ‘resource-providing’ and
‘market-specification’ contracts. With production management contracts, growers are informed about what to
produce and how to produce. It captures the input orders (species of the seeds, fertilizers, chemicals), the operational
orders (the time of sowing, irrigation, harvest), and marketing orders (the quality, the price, the parties and their
liabilities). ( Minot 1986: 12-17, Ulukan 2009, 68-69)

** Some of the conditions mentioned in the Tobacco law for entrepreneurs getting trade license like “a minimum
production capacity (2 billion cigarettes a year)” “using ‘modern’ technology for production facilities” “a nationwide
distribution web”
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“third” world in neoliberal era. Nevertheless, the dependency perspective interprets contract
farming as increasing the dependency of Third World to the capitalist “core” and thus
contributing to the deterioration of exploitation and immiseration conditions (Konings, 1993, p.
218-19). Clapp underlines subordination of peasantry to the capital with the unequal structure of
the contracts that bind the farmers to the terms of contract but the company is always free to
abrogate it. The contracts include some standards about the quality of the product. The
specification of these by the company’s inspectors is another method providing the dominance of
the company (Clapp, 1994, p. 80-81). Ali Bulent Erdem emphasizes the “tagging” mechanism as
an important tool of the companies to discipline the cultivators. If a cultivator does not meet the
requirements in the contact or makes trouble (for instance complaining about the price), the
company has right to abrogate the contract and the cultivator can be declared as “troublemaker”
which means that other companies do not prefer to sign a contract with him ever after (Interview.
3 May 2012). The contract system shows expansion of capitalist mode of production to non-
capitalist modes of production, more precisely pre-capitalist form of petty commodity production
in agriculture. Clapp establishes a connection of Marx’s notion of “labor contract” between wage
earner and capitalist with the contract farming. Despite the fact that the contract is signed with the
agreement of both “free” peasants and companies, mostly this is not matter of free will of small-
scale farmers but it is an obligatory condition since they have difficulty in accessing the credit
opportunities, technology, and secure market. As it is the case in Turkey, legislative efforts leave
no alternative other than contract system for the cultivators who continue cultivating tobacco. As

Gumus points out, the alternative crop projects*® promoted by The WB have not yielded any

*® The Alternative Crop Project for tobacco sector in has been firstly applied in 2002. It had aimed to support the
cultivators changing their production portfolio from tobacco to another crop. According to the Project, the cultivators
who change producing tobacco to another crop get 80 dollars per decare of their cultivation land to cover their
expenses. The project aims to support alternative crops which would replace unmarketable types of tobacco
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result.* Tobacco cultivation is generally conducted in unfertile sloping land, so that the
cultivators were reluctant to invest any alternative crop for fear of getting less return.*®
Furthermore, the auction sale system has not been conducted successfully. The cultivators who
prefer to sell their products under auction system have to meet numerous procedural works*®.
Also the starting price of the auction was determined by TAPDK as the 50% of the average of the
exported tobacco price of selected three years of the last five years. The farmers have to wait for
a serious amount of time while the price and the place where the auction takes place, are
determined.® The table shows the lack of interest of the tobacco cultivators to auction sale (See
Table 1). On the other side, tobacco companies have not preferred the auction system that would
increase competition. And contract farming would be more suitable for a smooth input-output
flow and it would prevent the price fluctuations. Gumus compares the gap between the average
purchase price applied in contract system and the starting price in the auction system. The gap

between them has been more than 100% since both systems were introduced. The companies in

especially from Eastern and Southeastern Region. Nevertheless, the project has not been in demand for the tobacco
cultivator. Gul and his colleagues make a comparison in terms of profitability between the tobacco and the crops
mentioned in the scope of the Project, they conclude that only canola in these crop would be more profitable than
tobacco. The soil and climate requirements for Oriental Tobacco in good quality are not suitable for the production
of any alternative crop with the same rate of profitability. (Gl et all, 2009)

" Gumiis et all. ‘Tiirkiye’de Tiitiin Politikas Uygulamalari ve Tiitiin Uretiminin Gelecedi’ (Accessed 17.04.2012
form http://www.zmo.org.tr/resimler/ekler/78688fb6a550741_ek.pdf)

“8 Abdullah Aysu also remarks ecological degradation dimension of alternative crop project: The tobacco lands
(especially in the Eastern and Southeastern regions) are not much fertile to produce profitable crops, hence if the
tobacco cultivators abandon the tobacco production in their lands, the lands would have a risk of desertification.
(Aysu, Abdullah. “Tiitiin Yasasi Ne Getiriyor Ne Gotiiriiyor !” (Accessed in 12.06.2012 from
http://www.inadina.com/inadeski/sayi3/a.aysu_tutun.htm)

“ In Appendix 1. The auction system is illustrated in detail as it is explained in the Tobacco Law. The cultivators, if
they follow all the steps, they can receive the money from the purchase of their product after 17-20 months they plant
tobacco in the beginning of the season.

% |n the first year of the contract system, 2002, many farmers did not sign any contract with the companies since
they believed that they could sell the whole tobacco they produced as they did in the time of TEKEL. However, they
could not sell for months the tobacco they produced without the contract and the surplus of the tobacco they had
committed in the contract. Later on, the government was forced into add a provisional article to the Law of 4733 that
TEKEL, just for once, could but the rest of the tobacco unsold with the half of starting price in the auction system of
this year. (Gumus :59)
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cooperation keep the starting price low intentionally. The unsuccessful price setting in auction
sale system and the cultivators’ being unable to sell their products cause that the cultivators
reluctantly prefer to sign contract with a company in order to guarantee marketing their tobacco if

they manage to keep tobacco cultivation.

Prod. Number of cultivators The amount of tobacco sold (ton)

Year |Total Auction Sale %|Total Auction Sale %
2002 405.882 1.993 0,49 159.521 1.003 0,63
2003| 318.504 1.920 0,60 112.158 400 0,36
2004 282.874 6.396 2,26| 133.913 1.869 1,40
2005 252.312 465 0,18 135.247 183 0,14
2006| 215.307 586 0,27| 98.137 298 0,30
2007 179.633 0 0,00 74.559 0 0,00

Table 1: The percentage of the tobacco sold under auction in total production. Source: Giimiis, 2009: 94

Beyond all questions and arguments, fast introduction of the regulations about the tobacco
market has provoked disturbance for the cultivators. Here, the role of Turkish state bears a
resemblance to the accelerator effect of the state which Marx depicts in his concept of primitive
accumulation in proletarianisation of small scale farmers, penetration of capitalist relations of
production to agriculture. From this point of view, contract farming is thought as spitting image

of the moments of accumulation by dispossession.

Through contract farming farmers are restrained with the control mechanism: technical
supervision of the companies. They have to make a contract with a company in order to sustain
their reproduction for a harvest season. Despite the representation of the contract as a free and
independent bargain between two equal parties, there is no alternative for “free” smallholder

farmers to access market and sell their products for a fair price. Thus, it is, as Clapp points out, a
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social relation of domination which legitimizes and reproduces the contract farmer’s

subordination (Clapp, 1994: 93).

There is an indirect but effective control of the company over the land and labor of the
farmers. The legality of the contract makes the control more invisible. However, the contract
designates in advance the constraints and boundaries of the farmer. She as a free farmer has first
call on her labor power and she as a landlord owns the title of her land but she does not have
potency to control them. As Davis refers she is a “propertied laborer’ in that sense (Davis, 1980).
Marx underlines that the separation of producers from their means of production and subsistence
leads to the increase in the division of labor and to the deskilling of the free laborers. The process
of deskilling works hand in glove with the alienation of the workers to their products and their
labor. Contract farming in similar vein limits the control of the weak side of the contract, farmer.

She has to follow the prescribed processes of sowing, tilling, planting, and harvesting.

While contract farming accommaodates the capitalist mindset in agriculture by promoting
technological advance, productivity, and profitability as primary objectives, it also increases
indebtedness of small scale farmers, provokes ecological degradation, proletarianisation of
agricultural producers and intensification of the clash between farmers-capitalist. In this sense,
the contract farming, on the one hand forms an important part of the efforts of agro-business
companies to create new conditions of accumulation within a changing international division of
labor, on the other hand it supports the attempts of the international institutions together with the

local governments to accelerate the transformation of agricultural sector.

Moreover, there is one more pillar that must be stressed in this frame: the struggle of the

weak sides of the contract all over the world. Although the literature about the contract farming
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generally tends to treat peasants as passive victims of the global project or as the beneficiaries of
the actions of the capital and the state, there has been an uneven struggle between the agents. The
farmers attempt to organize; they fall back upon informal and collective actions to shape their

own destiny, to protest against their subordination, proletarianisation, and dispossession.

Privatization of TEKEL

In addition to tobacco law, letters of intent to IMF in the scope of economic restructuring
and adjustment program also feature the reforms undertaken in the state owned enterprise of
tobacco affairs, TEKEL>!. Although first rumors about the privatization of TEKEL date back to
1990s, the privatization procedures properly began after the law of 4733 was brought into force.
In order to make the privatization convenient, TEKEL has split into 4 companies on product line
basis (tobacco, alcohol, salt and packaging), and they were registered commercially one by one.
Alcohol section was privatized and sold to the consortium of Nural-Limak-Ozaltin-Tutsab for
292 million dollars. The name was changed to Mey Company. The sale came in for harsh
criticism. The consortium sold the 90% of shares of the company to an American company,
Texas Pacific Group for 810 million dollars. Hence in two years, the consortium earned 518
million dollars as arbitrage revenue. The thesis do not intend to focus much on alcoholic
beverages market, however we can just state that grape and aniseed cultivators and the workers
worked in TEKEL’s alcohol factories have suffered similar fate with cultivators and workers in

tobacco sector.

*! In the light of the developments in the tobacco market in 1980s, Ozal government allowed private enterprises to
import, produce, and trade tobacco, and then the state of monopoly of TEKEL was abrogated in 1986. The
government took TEKEL into the scope of the state owned enterprises. In 1987 the company took the name of
“Tobacco, Tobacco Products, Salt and Alcohol Enterprises Incorporation (Tatun, Tatlin Mamdlleri, Tuz ve Alkol
Isletmeleri Anonim Sirketi)”
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The first attempt to privatize the TEKEL failed in 2004. In course of first tender process,
Japan Tobacco International circumvented all of its rivals with the offer of 1.15 billion dollars,
but the offer was found insufficient and canceled. Following this, tobacco section was exposed to
reorganization, and downsizing. In this scope, recruitment of workers was halted, and the workers
who already got the retirement age were forced to superannuate. In order to increase efficiency
and potential price, TEKEL was reformed in accordance with private sector mindset. These
attempts show that the privatization had been the only remedy in the eye of state administrators.
First, its monopoly position was eliminated with the allowance private enterprises to produce
cigarette and tobacco trade. With the tobacco law, its administrative role of monitoring
surveillance of sales and production, and price setting were transferred to the “autonomous”
regulatory agency.>? In his research Gumus conducted survey about the problems in the tobacco
sector after the deregulations. He points out that the cultivators and the small-scale firms in
tobacco market complain that the regulatory agency is incapable of organizing the relations
between the agents in the sector. According to the participants of the survey, TAPDK is not able
to operate the auction system straightly, and fall short of protecting the cultivators and small
firms against the TNCs. The participants justify it by stating the board of agency comprises all
technicians who are well educated and corporative, but there are no farmers in the board and no
people directly inside of the production side. The complains correspond to the general mindset of

the neoliberal deregulation that regulatory roles of the state in some critical sector are transferred

°2 The State Supervisory Council published a report about the Regulatory Agency and Board for the Tobacco,
Tobacco Products and Alcoholic Beverages (TAPDK) in 2010. The report ascertained the agency shirk its duty of
governance of the tobacco market. In brief, the agency went through management weakness that prejudiced its
autonomy. (Accessed in 16.05.2012 from http://www.tcch.gov.tr/ddk/ddk39.pdf) Ali Bulent Yilmaz emphasized that
the regulatory agency acts upon companies’ favor, there have been always representatives of companies in the
executive boards of TAPDK, but the cultivators has not been represented in the board. (Interview, May 3, 2012)
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to autonomous agencies, and hereby technicization of the sector is rendered possible and

entrepreneurship is encouraged in accordance with the principles of free market.

Despite the fact that there have been numerous reports and pronouncements against the
privatization of TEKEL conducted by the cultivator’s organization, agricultural engineers
chamber, the trade union of Turkish Tobacco, Beverages, Food and Coworkers (Ttrkiye Titln
Miiskirat Gida ve Yardimci Is¢ileri Sendikasi, TEKGIDA-IS); the privatization was one of the
main priorities of the AKP government. Many academicians -especially from economics- and
mass media played supportive role in this regard. Beside the global wave of privatization
attempts, and liberalization and transnationalization of tobacco markets in line with lobbying of
the TNCs, the burden of TEKEL on the state budget through support buying, protectionist
policies and employing excessive public workers had appeared as a legitimizing rhetoric in the
debates of the privatization of TEKEL. The relatively decrease in profitability of TEKEL after
90s does not have to be necessarily associated with the cumbersome structure of the state
enterprise, but it can also be associated with the changing world conjuncture and global market
structure through the interventions which encouraged liberalization and also includes the

mismanagement by governments comprising populist policies.

After the reorganization of the TEKEL in the light of increase in efficiency and removal of
its protectionist role, the government finally could find a vendee for TEKEL. In 2008, British
American Tobacco bought the cigarette production section of TEKEL with a 1.72 billion dollars
bid. The privatization was in the form of an asset sale. In the scope of the privatization, five

TEKEL factories and the right of use of TEKEL brands passed into BAT. The State Company
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continued to operate as an entity, encompassing the former Leaf Tobacco Division of TEKEL,

which was called “T.T.A.”%

BAT, to start with, put into effect the fundamental principles of capitalist competition. The
company shut down four of the five factories. Only the factory in Samsun gets on the production.
For the first measure, the company dismissed the workers who have labored for TEKEL for a
long time since their salaries were considerably higher than the ones who were hired recently.
Hence, many TEKEL workers lost their jobs®*. BAT has invested in high-tech machines in order
to increase productivity. The increase in machinery in cigarette production resulted in similar
conditions as Marx theorized in development of machinery in Volume One of Capital. Within the
capitalist mode of production, in order to sustain extraction of surplus value in competition, the
capitalist has to increase the organic composition of capital, thus she invests in the fixed capital,
machinery. When he discusses the development of the machinery, he points out that the
intensification of the machinery in the labor process brings the increase in the number of people
exposing the capitalist exploitation by confiscation of workman’s disposable time. The
machinery allows of secular increase of production in shorter time that leads to intensification of
labor process. (Marx 2010, 371-400) The capitalist use of machinery drives the laborers out of
the workshop and throws into the labor-market, and this increases the number of workmen at
disposal of the capitalist, i.e. the number of “reserve army of labor.” On the other hand, by

intensification of labor and prolongation of work day, the machinery increases the volume of

*% In 2010, the last section of TEKEL, the tobacco processing workshops was closed. TTA just had real estates of
TEKEL in the various parts of Turkey. Then, the trade name of the TTA (General Directorate of Tobacco, Tobacco
Products, Salt and Alcoholic Beverages Corporation) was changed to “Real Estate Corporation” by the directorate of
privatization administration.

* A related report from a national new portal, “Kacak Sigara Artt1, BAT is¢i ¢ikardi.” Accessed in 12.06.2012 form
http://www.skyturk.net/kacak-sigara-artti-bat-isci-cikardi/
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production, hence increases the demand of raw materials and means of production. That’s why
the number of laborers driven out of the production with the use of machinery would be

compensated the increase labor demand in the other sectors.

What’s more, in Turkish tobacco market case, the liberalization of tobacco market and the
state’s leaving the cigarette market to TNCs bring the increase in total organic composition of
capital in the production side: the number of productive workers decreases with the use of high-
tech machinery, and the closing of the factories. The cigarette consumption has increased with
the population increase and the strategies of TNCs. However, the intensification of machinery
usage in cigarette production has led to neither increase in tobacco production, nor increase in
tobacco cultivators domestically as Marx forecasts. The increase in the supply side of the tobacco
market was realized by the increasing amount of import foreign tobacco (See. Figure-6). Also the
figure emphasizes the decrease the rate of export over import of tobacco. The table 2 shows the
decrease in the total domestic production of Oriental tobacco and decrease in the number of

cultivators.
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Figure 6: The Export and Import Value of Tobacco 1986-2009 Source FAOQO Statistics:
http://www.fao.org/corp/statistics/en/

Years
1989
1990
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
2006
2007
2008
2009
2010
2011

Production(tonnes)  Nuber of Cultivators

269888 524.839
296008 521.952
240881 468.361
334321 526.385
338800 543.923
187733 494.298
204440 550.016
230949 546.671
302008 560.380
258811 622.063
251070 568.121
208002 583.474
152570 478.022
163583 410.558
112219 334.723
133914 287.444
135247 255.753
117634 222.414
117883 207.051
118872 194.282
92615 80.766

81053 77.441

53018 64.191

Table 2: The tobacco production and the number of the cultivators between 1986 and 2011. TAPDK Statistics.

95



http://www.fao.org/corp/statistics/en/

The figure 7 is also beneficial to visualize the decline in the number of cultivators with
the deregulation of the market. Approximately 500.000 cultivators have to quit tobacco
production in the last decade. Distinct from other species, Oriental tobacco cultivation is
specifically labor-intensive. In Turkey, tobacco cultivation has been conducted by family farming
in relatively small-scale lands without much mechanization. Each members of family occupies
some positions in different phases of production.® If we assume that a household comprised of 4

people on average, the number of the people quit tobacco production would be almost 2 million.

The Number of Tobacco Cultivators
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Figure 7: The Number of Cultivators in Restructuring Period. Source: TAPDK statistics. http://www.tapdk.gov.tr/
Together with the decrease in the number of the tobacco cultivators, the number of

workers employed in the tobacco sector in general has also been decreasing since the beginning

of the 2000s. According to the ILO report (and the data set), the employment trend of Turkish

Tobacco Sector bears a resemblance to the trend in developed countries. The total employment in

%« Tiitiinciiliik bir aile tarim oldugundan biitiin bu ¢alismalara ailedeki 7 yasindaki ¢cocuktan, 70 yasinda ihtiyara

kadar herkes katilir. Biiyiik sabirla ugrasilarak gerceklestirilen tiitiin iiretimi; ayni zamanda ozel bir itinaya ve ozel
bir uzmanhga ihtiya¢ duymaktadur. Tiitiin iireticiligi baska hi¢hir tarimsal iiriinde goriilmeyen bir bigimde neredeyse
ozel bir zanaat dahdwr.” From a brochure of TUTUN-SEN, ‘TEKEL’in 6zellestirilmesi kimin yararma?’ Ed. Ali
Biilent Erdem

96



tobacco manufacturing has declined from around 35.000 to 10.000 since the tobacco law in
2001.%° The interventions in line with the liberalization of the economy in the last three decades

caused a vast turmoil and dislocation for many agents in the sector.

Tobacco Market after Privatization

The IMF and The World Bank advices on deregulation of tobacco market and
privatization of TEKEL intend to integrate Turkish tobacco sector into the global market
dynamics and to set up free market principles. For this purpose, the protectionist policies of the
state were gradually abolished and the contract farming system was introduced in order to
encourage entrepreneurialism. The mentality behind the interventions is predicated on the
principles of the neoclassical economics which advocate the inexpediency of the state
interventions to the markets. The invisible hand of the market maintains the optimal allocations
and price sets that benefit each individual actor in the market. In this regard, the state intervention
must be exclusively ensuring the operation of free market and obviating the whole imperatives
over the free will of the individuals. The motives of the IMF and the WB, and the cooperation of
the governments can be interpreted in this framework. This thesis aimed to analyze deeply the
(re)making of such ‘free’ market from a class based perspective by shedding light on the

economic and social positions of the agents and the power relations among them.

By opening the market up to the foreign capital, allowing to import Virginia and Burley
tobacco and to produce domestically the American blend cigarettes caused the change in the

habits of smokers and the strategies of tobacco companies. The market share of TEKEL

%% |LO, 2003. ‘Employment Trends in the tobacco sector: Challenges and prospects,” Geneva. Accessed in
13.07.2012 from http://s3.amazonaws.com/zanran_storage/www.ilo.org/ContentPages/4123269.pdf and the data of
employment in the tobacco manufacturing sector. Accessed in 13.07.2012 from
http://www.ilo.org/wcmsp5/groups/public/---ed_dialogue/---sector/documents/publication/wcms_161969.pdf
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decreased measuredly from the enactment of Tobacco Law till it was privatized in 2008. Its share
decreased from 70% to 29% in these years. (Kayaalp, p. 77) There are four TNCs operating
globally in cigarette manufacturing sector: Philip Morris, British American Tobacco, Japan
Tobacco and Imperial Tobacco. If we set aside the China National Tobacco that operates only in
China, (and its one third share of the world market), the biggest three, PMI, BAT, JTI, are in
control of almost the rest of the world market. The figure 4 below illustrates the market shares of
the companies in Turkish cigarette industry after the privatization of TEKEL. The interventions
for the sake of bringing free market principles into force paved the way for the integration of

Turkish tobacco market to the global capital accumulation regime.

The Market Share of Companies in Cigarette Market (2008)

Imperial
3%

Figure 8: The Market Share of Companies in Cigarette Market (2008). Source: Yurekli, A. et al. (2010)

The developments in the tobacco purchasing firms render visible the ineffectiveness of
promoting free market principles and encouraging competition. The number of the companies
that purchase tobacco for exporting has decreased from 59 to 25 in the last three decades. There

are also a few big international tobacco merchants in tobacco leaf processing industry. The TNCs
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in cigarette sector do not directly enter into relations with farmers, they delegates this process to
the international tobacco processing companies (such as Socotab and Alliance One). There are
mutual benefit relations between the cigarette and tobacco processing companies: The TNCs, in
this way, avoid the risk in the process of contract with the farmers. The processing companies can
guarantee a smooth order cycle owing to this cooperation. The local companies have to compete
with these international merchant companies. Their survival depends on their capabilities of
finding international buyers; for instance monopolies or local cigarette companies in other
countries (Kayaalp, p.129). They have difficulty to compete because of their small scale in setting

the price and their lack of financial austerity.

On the other hand, the requirements enacted with the Tobacco Law for obtaining trade
and production license from TAPDK can be evaluated as another obstacle in entering to the
market for small scale companies. In this manner, the TNCs can secure their domination
throughout the market. They have sustainable competitive advantage against the small scale local
companies. Their dominant position is guaranteed thanks to the government regulations under the
guidance of the IMF and the WB. In this structuring, the cigarette companies benefit from
securing smooth and cheap input flows, and they do not have to deal with the potential problems
stirring in the course of contract. The risks stemming from the natural conditions in the
production side (such as bad weather conditions, drought and infestation) are also transferred to

the cultivators due to the contract farming system.

The regulatory agency has not played any intermediary or guarantor role to interfere the
disagreements between the companies and the cultivators. The cultivators have been left alone

against the companies in the course of signing contracts. Ali Bilent Erdem stated that they, the
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members of TUTUN-SEN®’, organize and try to bargain with companies collectively at the time
of determining the quantity and the price of tobacco in the contract. However, the government
has not acknowledged the unions operating in agriculture sector on the basis of particular crop,
and Izmir governorate filed a legal action for the closing down of the union.® Despite the fact
that the constitution does not includes any legislation against the association of the farmers under
the name of union, and even the State Supervisory Council underlines the necessity of
encouraging cultivators to organize in order to balance the unequal relationship between the
companies and the cultivators, the government did not take a step for acknowledge TUTUN-SEN
as the representative of the cultivators, and make any regulation for collective bargaining

agreements (Erdem, Ali Bilent. Interview).

The narratives about tobacco production before the transformation era that | analyzed,
besides the instrumental existence of TEKEL, have always been consisted of tragic stories about
the domination of usurers and the fraud of merchants. Necati Cumali for example often narrates
the livings of tobacco producers in hard conditions in his books.*® In that sense, the interventions

for the sake of capitalist integration of tobacco sector and legal regulations pulled the usurers and

> TUTUN-SEN (The Union of Tobacco Producers) was established in 2004. Its central office is in izmir. In the
beginning of its establishment, they had 450 members. All the members of the union are small-scale tobacco
cultivators. The primary objects of the union are to organize cultivators to act collective against the transnational
companies and to struggle against the transformation of tobacco sector that threads their self-sustaining way of
living.

%8 The supreme court of appeals reversed the judgment about the closing. The court justifies the reversal by stating
that the constitution and the law of unions do not restrain the cultivators get organized under the name union, and
underlines the importance of the right of association.
http://www.birgun.net/economics_index.php?news_code=1335430493&year=2012&month=04&day=26

For the details of the reversal: see Appendix 2: the copy of the reversal judgment

% Mostly, the livings of the characters depend on the price of tobacco and the quality of the harvest. Their fighting
tooth and nail with grueling tobacco cultivation in their land symbolizes the struggle for life. The value of their labor
power always is under the heel of tobacco experts and merchants. For a detailed analysis of the place of tobacco and
the tobacco cultivators in Turkish Literature, see Alis,S. “Edebiyatimizda Tiitiin Ekicileri ve Tiitiin Iscileri.” Tiitiin
Kitabu. Kitabevi Istanbul 2007. 249-277.
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fraudulent merchants’ teeth, and relieved the cultivators of the pressure of the usurers and the
merchants. Through the new tobacco law, the cultivators are “free” to choose which company
they contract with. They can now easily access the various sorts of credit from commercial banks
with various interest rate and maturity. Their return from the sale does not depend on the state of
affairs of the merchants. The companies undertake their contractual obligations. Through the
contract they accept to buy the tobacco of the contracting other party in the predetermined time,
price, and the amount. For the very reason, the contract farming system has legalized the pressure
of the TNCs in setting the purchase price and imposition of the disciplining methods in labor
process. In that sense, the contract between the company and the cultivator partakes of the labor
contract between the capitalists and the workers. The cultivators on the one hand are free to sign
the contract, but they are forced to sign the contract in order to reproduce their labor power and
themselves. The emancipation from the social relations of the forced acquisition brings out the

legal mancipation of capitalist exploitation.

The control of the companies over the tobacco producers has been established with the
restructuring of the production, exchange and reproduction relations throughout the sector. The
restructuring have brought that TNCs in agriculture sector can have a corner on the market in
price determination, in return the producers become voiceless to have say on their labor. The
Abdullah Aysu states that the farmers have lost their control over the each phases of commodity
chain from the production to exchange. Agro-food companies have increased their domination in
inputs market, and that calls forth the increase in input prices. The market price of a crop can be

3-4 times of its purchase prices.®® The report of the union of Turkish Agricultural Chambers

% Abdullah Aysu, The Head of The CIFTCI-SEN. ‘Secim Bildirgelerinde Tarim: Adalet ve Kalkinma Partisi.” 2011.
Retrieved in 14.06.2012 from http://www.sendika.org/yazi.php?yazi no=37644
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(ZMO) draws attention to the deterioration in the purchasing power of the tobacco producers

since the beginning of the 2000s. As it is shown at the table, the increase in the purchase price of

the tobacco has been lower that the increase in the price of inputs and the inflation.

Table: The change in the product and input prices and the inflation (2000-2010)

Prices Inflation Input

% Change | Index % Change | Index % Change | Index
2000 - 100 - 100 - 100
2001 36,4 136 68,53 169 122,0 222
2002 43,2 195 29,75 219 13,0 251
2003 11,8 218 18,36 259 24,5 312
2004 12,6 245 9,32 283 20,0 374
2005 6,5 261 7,72 305 54 394
2006 0 261 9,65 334 14,0 449
2007 0 261 8,39 362 34,0 601
2008 36,0 355 10,06 399 61,7 973
2009 0 355 6,53 425 -39,7 583
2010 11,0 395 6,40 452 18,0 688

Table 3: The change in the product and input prices and the inflation (2000-2010) Source: ZMO (2010): 183

Table: The change in the Purchasing Power of Tobacco Producers (2000-2010)
The parity of Tobaco and Inputs

The prices of the tobacco and inputs (| Parity (*) Purchasing

kr/kg) Power

2000 2010 % Increase | 2000 2010 % Change
Tobacco 220 875 297,7
Inputs
Diesel 44,89 319 610,6 4,90 2,74 -44.0
(Kr/Lt)
DAP 16,1 101 527,3 13,66 8,66 -36,6
ANIt.%26 | 8,95 55 5145 24,58 15,91 -35,3

The amount of the Inputs that can be purchased by selling 1 kg of tobacco.

Table 4: The change in the Purchasing Power of Tobacco Producers (2000-2010) Source: ZMO (2010): 183

Tobacco cultivators could buy 4,9 liters of diesel in 2000 in exchange for 1 kilogram of

tobacco. Nevertheless, in 2010 the price of 1 kilogram of tobacco equals with 2,74 liters of diesel.
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The purchasing power decreases in diesel 44%, in DAP fertilizer 36,6% ,and in aluminium nitrate
35,3%. ® Ozkul also makes point that the average annual revenue of a tobacco cultivator in 2006
was 2309 Turkish Liras. (It was monthly 192,4 TL) At the same year, the net minimum wage was
403 TL. He also states that the Turkish cultivators have had over a barrel against the Oriental
tobacco cultivators in Europe in consequences of agricultural subsidy polices of European Union.
A tobacco cultivator in Izmir earned 5.500 TL by producing 1 ton of tobacco, while the cultivator
from the other coast of the Aegean Sea, Greece earned 14 TL in return for 1 ton of tobacco.

(Ozkul and Sar1, 2008: 6-8)

In brief, the interventions for the sake of creating a free market structure in Turkish
tobacco market have gone hand in hand the downward trend in the global demand of Turkish
tobacco. The number of farmers who make his living from tobacco cultivation and the number of
workers in tobacco processing industry and the cigarette production has decreased dramatically.
Furthermore, with the domination of TNCs in Oriental tobacco market and with the emergence of
contract farming, the increase in the purchase price of tobacco leaves has been lower than the
increase in the input prices. The cultivators who continue to tobacco production get poorer in
comparison the foreign cultivators who are benefiting from the subsidiary policies of European

Union.

%1 The Agricultural and Economic Report of ZMO, Ankara, 2010.
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CHAPTER V: CONCLUSION

Turkish tobacco market has gone through turmoil starting from 1980: The state monopoly
that regulated tobacco production and trade year after year, TEKEL, was privatized. Contract
farming system was brought into practice. Big transnational companies began to dominate the
local cigarette market in the absence of TEKEL. Structural Adjustment Programs promoted by
the IMF and The World Bank were put into effect to establish “free” market order in Turkish
agriculture. Furthermore, demand of Oriental tobacco, both domestic and global, decreased
significantly. Domestic cigarette market became dominated with brands in which the composition
of Virginia and Burley types of tobacco were higher and higher. Simultaneously, numerous
tobacco cultivators have suffered from the disruption of tobacco livelihoods with the overhaul
that the sector went through. Correspondingly, there has been a vast ongoing dissolution of rural

population.

The thesis briefly followed the steps of discussing the Marx’s notion of “primitive
accumulation” and Harvey’s reformulation of “accumulation by dispossession” to understand the
restructuring the tobacco market in Turkey, and the disruption of tobacco livelihoods within the
neoliberal transformation of Turkish agriculture sector after 1980s. The research aims to analyze
the recent, complex, and multi-faced processes in the integration of Turkish tobacco market into

the global capitalist market.

Mar, in line with his theory of historical materialism, proposes the notion of “primitive
accumulation” to incorporate the whole practices of state and market processes, which lead a
primary accumulation for the “evolution” in a transitional period from a pre-capitalist mode of

production (mostly feudal order) to a capitalist mode of production. Harvey approaches to the
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primitive accumulation as a historical epoch, but he reformulates the notion by emphasizing that
the moments of primitive accumulation are dynamic and ongoing processes within the capitalist
mode of production. He proposes the notion of “accumulation by dispossession” to theorize the

developments of the capitalist accumulation regime in the last three decades.

The thesis benefits from the capitalist crisis theory of Harvey. Capitalism needs a smooth
accumulation regime to survive. At the same time, capitalism has some inherent tendencies to fall
into crises. As Luxemburg theorizes that capitalism always need an “outside”; the accumulated
surplus created inside of the capitalist system has to find an outlet to sustain the accumulation.
The primitive accumulation practices can be also considered as capitalism’s attempt to overcome
the surplus absorption problem. According to the Harvey, neoliberalism is not anything but the
spatio-temporal fix of capitalist accumulation regime that disrupted by the over-accumulation

crises in the beginnings of the 70s.

The goal of the thesis was to analyze the transformation in the tobacco sector in the last
three decades by incorporating the theoretical framework of Harvey on accumulation by
dispossession. For this purpose, | refer different historical moments to illustrate the developments
in the tobacco sector as the precedent of accumulation process in neoliberal era. In this regard, |
turn to Harvey’s word to link his theoretical framework he inherits from Marx and the political
economy of the transformation in the tobacco sector.

“By [accumulation by dispossession] | mean the continuation and proliferation of accumulation practices
which Marx had treated of as ‘primitive’ or ‘original’ during the rise of capitalism. These include the
commodification and privatization of land and the forceful expulsion of peasant populations...;

conversion of various forms of property rights (common, collective, state, etc.) into exclusive private

property rights (most spectacularly represented by China); suppression of rights to the commons;
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commodification of labor power and the suppression of alternative (indigenous) forms of production and
consumption; colonial, neocolonial, and imperial processes of appropriation of assets (including natural
resources); monetization of exchange and taxation, particularly of land; the slave trade (which continues
particularly in the sex industry); and usury, the national debt and, most devastating of all the use of the

credit system as a radical means of accumulation by dispossession. (Harvey, 2003: p. 159)

The thesis compares the recent developments in the tobacco sector —remaking of the
tobacco market- with the establishment of the tobacco market at the historical epoch of the Regie
in the late Ottoman Era. The common insights of both periods are depicted in the sense that the
absorption of “outside” to capitalist accumulation regime as a remedy to the inertia of
accumulation process in the time of crisis. This effort can be interpreted as the attempt to clarify
the complex and mystic structure of neoliberal discourse and to establish a dynamic narration that
exemplifies the continuous contextures of primitive accumulation in capitalist accumulation

process.

It is important to reiterate that this thesis evaluates the neoliberal transformation in a critical
way. The framework put forward in the thesis serves a different approach from the mainstream
interpretation neoliberalism standing on rhetoric of individual freedom, free will,
entrepreneurship, and equality, and its promise of growth and prosperity for everyone. On the
contrary, the thesis aims to depict the neoliberalism as a set of practices, techniques, market
actors, and the institutions that continue the process of capitalist accumulation by dispossessing
people of what they own, or to what they have had rights. The contract farming system was a
good example to deconstruct the freedom notion of neoliberal ideology. The farmers become free

to choose sign a contract with a company or not, and they are free to choose selling their product
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within the auction system. But, the proponents of the contract farming system cannot realized that
the system because of the unequal structure of the parties legalize the control of the powerful
party over the weak side. The farmers do not have any opportunity to reproduce their labor-power

and subsist their family unless they do not contract with the company.

The neoliberal discourse claims that free market is a natural entity running smoothly with
international supply and demand laws. Hence, any state intervention on markets breaks the spell
of international self-regulating market order. The analysis on the deregulation and privatization
attempts and the frequent legal interventions specifically in Turkish tobacco market, shows that
the bureaucrats and technocrats always have recourse to state regulations to establish a market
mechanism and to maintain the “smooth” order of market. The establishment and development
process of market societies cannot be analyzed without observing the relation between economic

structure and superstructure: law arrangements, political agenda and international regulations.

The thesis also attempts to explain that the laws and the international agreements on trade
regulations are regarded as power domains. At the same time, they are rendered as dynamic
struggle arenas for shaping the global markets, relations of production and exchange. It has a
dynamic characteristic that the new alliances and cooperation can be established. The new
alliances define the new set of relations of production, exchange, and reproduction conditions.
The neoliberal transformation of tobacco market in this regard, leads to exclusion of some agents
like producers, workers from the political arena and to establishment and empowerment some
new market agents (civil societies, transnational merchants). The new market order is constituted
with the expansion of neoliberal hegemony consists of the privatization of state apparatus, release
of distributionist and protectionist role of central authority, exclusion of some market agents from

the policy arena.
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The IMF and the WB has been effective in the transformation of tobacco market as we
underline in last chapter. They have played a key role in the expansion of neoliberal mentality
and establishment of the new institutions coherent with this mentality. As aforementioned above,
the law reforms proposed by the WB and the conditional agreements between the IMF and the
Third World countries had the aims of regulation of legal and executive practices in line with the

requirements of free market operations.

The tobacco law can be considered as the example of the reforms aiming to bring the
tobacco market in lines with the international standards of capitalist market. The main goal is to
create “free” market economy conditions in the tobacco market. The thesis is an attempt to read
the neoliberal transformation period of Turkish tobacco market to analyze how can contemporary
capitalist knowledge being recognized, adapted and transformed into practices in developing
country and how the international capitalist accumulation regime being circulated and expanded
all around the Third World. One of the main points traced throughout the thesis how the reforms
promoted by the international institutions remake the markets, reconstruct the rules of the market,
and reformats the production, exchange and reproduction relations within the market. On the
other hand, the thesis does not approach the transformation process one-sided, it is a dynamic
issue that the governments, the local firms, the cultivators, the workers have different interests,
different standpoints against the remaking process. Although I did not focus on the organization
of workers and the tobacco cultivators against the disturbance in their livelihood, they are not told

as passive victims of the vast transformation process.

In 2010, TEKEL workers organized a path-breaking protest in Ankara against the
privatization of TEKEL and the closing of the tobacco processing facilities of TEKEL. They

encamped at very close the Grand National Assembly of Turkey to publicize the legitimacy of
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their campaign. They staked out the claim on state owned TEKEL and their employee personal
rights. Their struggle was supported by the people from different class, different positions. Their
struggle serves as a model for the new social movements. As Harvey claims, the reactions to the
all full range of dispossession carries a possibility of the spawn of the new kinds of social
movements; the common struggle of the dispossessed. The collective struggle of the cultivators
and workers against the tobacco law and the privatization of TEKEL is though as the example of
this resurgence of mass movements voicing egalitarian political demands and seeking economic

justice, fair trade, and greater economic security.

The thesis leaves the discussion at this point. The new practices of “accumulation by
dispossession” need to be elaborated on in order to serve a comprehensive analysis on the
integration of Turkish agricultural sector into the global capitalist accumulation regime. The new
patterns of migration, the change in the owning structure —property relations of the land, the
indebtedness of the peasants, and the new development strategies and populist policies of the
governments should be followed to trace the intensification of the integration and the
concentration of the capitalist mentality. To sum up, it is important to state that the analysis of the
capitalist accumulation regime through a commodity —tobacco- includes some deductions to
constitute a narration, but it is an attempt to reification of the multifaceted and complex features
of the a social problem, an attempt to reveal the underlying developments, conflicts, and the

struggles of the dislocation of the tobacco livelihoods in Turkey.
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APPENDIX

) O I O H

Sekil 3.2: Kataloga Dayal1 Actk Artirmalh Tiitiin Satis Sisteminin [sleyisi

A- Katalog alumlar ile 1lgili Kurul Kararmnin Resmi Gazetede yayumlanmasi.

B- Ureticilerin acik artirmada satilacak titinler igin Kurumea adres gasterilen yverlere (Tekel'e) bagvurmast.
C-  Tekel'in iireticilerden aldigs bagvurulars Kuruma bildirmesi.

D- Agik artirma baglangsg fiyatinin hesaplanmasinda temel alman nevi fiyatlannin Resmi Gazetede ilani.

E- Basvuruda bulunan tireticilere ait tiitiinlerin ekspertiz 15lemlerinin yapilmasi ve kataloglarin hazsrlanmast
F- Kataloglarm Tiitin Thracatgilar Birligi araciligi ile potansiyel alict firmalara teslimi.

G- Alei firma elemanlanmin agik artirma ile satiga hazir totinlerin ekspertizini yapmast.

H-  Agik atirmanm yapilmasy. satist yapilan titiinlerin TAPDK tarafindan tescil edilmesi.

I- Satlan tiitinlerin alic1 tarafindan teselliimii ve depolanmas.

T~ Alicimn tiitiin bedelini fireticiye Gdemesi.

Source: Giimilg. A. 2009. Tiirkiyede Tutlin
Politikalari, Pazarlama ve Cdziim Onerileri. TUTEV.
Sayfa: 105
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