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ABSTRACT

This dissertation examines Turkey's AKP-associated transformation in health policies,
both in its global and national context, with a particular focus on the controversial PPP
(Public-Private Partnership) hospital projects as the latest phase. The study draws a
picture of the Turkish health care transformation with a political-economic approach,
strengthened by contextualizing the impact of global changes in health policy formation
in the country and analyzing country-specific political and economic developments
simultaneously. A comprehensive framework to capture the developments after the 1980s
emerges when the Washington Consensus, private sector involvement, and state-capital
relationships are considered together as components of a dominant paradigm. Turkey's
AKP-associated health reform fits into this transnational policy paradigm, where post-
1980 economic liberalization, the impact of international organizations, legislative
changes towards privatization, and changing role of the state in healthcare are the
implications. While some steps were taken in Turkey to implement these changes before
AKP came to power, we see that AKP saw health reform as a populist tool and invested
in it in a sustained manner, using the advantage of governing as a single party. Thus, for
AKP, health reform became an important tool to garner popular support. Structural
changes were needed and implemented along with more private sector involvement. In
the first years of the reform, the capitalist class was optimistic, and expansion in health
expenditures was promising. Yet, both developments started to slacken at the beginning
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of the 2010s and the PPP hospital projects came out of the party’s search for a strategy to
extend the popularity of health-sector reform and its promises to the private sector. Yet,
as the results unfolded, neither the government nor capitalist actors significantly
benefited from the projects. Instead, they became concrete reminders of AKP's

decreasing power to reproduce its legitimacy.



To the hundreds of health care workers who lost their lives due to COVID-19 in Turkey
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CHAPTER 1 INTRODUCTION

1.1.  Drawing the framework of the study

The development process of this study on health policies and public-private hospitals in
Turkey, known as city hospitals, has coincided with the controversial consequences of the
COVID-19 pandemic across the world. The pandemic has stimulated a long-running
debate on the privatization of health care. The inability of the health care systems
worldwide to fight against the novel coronavirus of 2020 has revealed itself. The
pandemic marked the practical collapse of health systems in some countries, such as
Italy, where the system experienced a deadlock in treating new cases. The US, the
wealthiest country in the world, is now remembered for its hospitals not accepting
uninsured, poor people and not protecting health care workers. In Turkey, as in many
other capitalist countries, the measures taken against the pandemic aimed to prevent a
scandalous deadlock in the health system rather than protecting the country's people as a

whole.

At the same time, the state was almost spontaneously accepted as the first addressee,
which has to search for and implement solutions. Political powers were not in a position

to deny this legitimate expectation in such a health crisis. They had to directly assume the



obligation to act or to explain their attitude towards this crisis. It is plausible to say that
this situation reinstates the state's responsibility on health policy. Even in countries with
liberal health systems, states accepted that the organization of the health care system in
times of crisis, taking the necessary social measures for public health, lock-down
decisions, and supplying the essential medical supplies, drugs and vaccines are their
responsibility. The March 4th, 2021 issue of The Economist recommended that states
return to affordable welfare policies. As it was clear how inadequate capitalist economies,
in general, are in a public health crisis that emerged during the pandemic, the protective
welfare policies of the state started to be discussed again. The world’s influential sources
began to refer to the importance of the state's intervention in social security emerged

anew during the epidemic.

Nevertheless, during all these discussions, the states have made controversial decisions in
reality. Instead of total lock-downs at the beginning to prevent the spread of the virus, the
capitalist states of 2020, no matter how advanced their health systems are, tried to
manage the crisis with minimum interruption and halt in the production sector. The “stay
home” calls of the governments in Turkey and others only applied to a limited percentage
of the working population since a significant part had to continue working to “turn the
wheels” with no adequate precautions in workplaces. Risking the health and lives of
millions by “turning the wheels” in various non-vital sectors was accompanied by the
deepening inequalities in accessing health care services, surfacing more than ever during

the pandemic.



Yet, the inadequate and controversial responses to the pandemic are, obviously, a result
of the health care system’s current organization rather than a reason for the surfacing
crisis. Direct and indirect privatization, pro-market inclination, the changing role of the
state in health care, the decline in investments in preventative care have characterized the
last 40 years of health care policy paradigm across the world. Although the development
of health care systems is not limited to the health care schemes after 1980, contemporary
discussions evaluate the worldwide policies and changes in health care under the broad
umbrella of neoliberal health systems. When considering the various developments in
different country cases, the post-1980 policy paradigm has proved to be an economically
and politically inconsistent scheme. The world has faced the COVID-19 pandemic with

the dominance of this complex and ill-planned scheme.

The paradigmatic change affecting health policies worldwide has ended well-known
welfare state systems and the beginning of neoliberal reform packages. Lengthy and
sophisticated discussions on the welfare systems' retrenchment (or transformation) in
different contexts have been central to the social policy literature. The major restructuring
of the state has been almost global, although existing structures differ. The WB’s (World
Bank) summary of the reform agenda may exemplify the shift in the states' changing
mode of intervention in health policies: The Bank suggested introducing user charges,
expanding the participation of the private sector in health care, and decentralizing
governmental health services. Despite some retreats from the global policymaking circles
after the 2000s due to unexpected consequences of harsh neoliberal reforms, these main

points still reflect the essential characteristics of intended changes in health care after the



1980s' state restructuring.

Related health transformation has been implemented mainly under structural adjustment
programs in developing countries. Based on these programs, health care reforms after the
1980s have tended to include changes concerning financing and organization of health
services. Most Latin American reforms and the Turkish health care reform share a
politically secretive process, mostly excluding non-governmental actors and trade unions.
Furthermore, along with the Latin American and Turkish cases, the developing state
cases in Southern Europe and East Asia seem to be implementing passive or incremental
privatization while increasing the role of the private sector in their health care systems.
Exemplified mainly by the increasing numbers of PPPs (public/private partnerships), the
incremental privatization process entails a shift in favor of the private sector within the
public/private mix of service provision. It also favors private financing rather than a total
sale of public health care facilities or entirely leaving the health insurance market to the

private sector.

Turkey has not been an exception in implementing this paradigmatic change. However,
the reform process in Turkey took longer than in other similar countries. The
restructuring and the effect of the World Bank’s policy paradigm started with the radical
change after the military coup in 1980. Yet, the Turkish government could not fully
activate the internationally orchestrated health care transformation until the AKP (Adalet
ve Kalkinma Partisi/Justice and Development Party) government came to power in 2002.

The period after 1980 until the large-scale transformation project witnessed no significant



policy response in line with changes experienced in the global economic and political
arenas. The 1990s mainly remained passive, with few exceptions such as attempts to
increase the private sector and the Green Card scheme, which made limited progress in
expanding health care coverage for the poorest sections of the population. However,
especially the organizational problems in provisioning health services were visible to all
political actors. Neither left politics could put a dominant agenda forward against the
pressure of implementing market-based reforms coming with the neoliberal wind, nor the

other political actors in the meantime could design a durable market-based reform.

After 2002, a real opportunity emerged to put market-based reforms in practice actively.
Successive AKP governments carried out the reform in Turkey from the beginning, and it
was not blocked or delayed by any other political actor. The fact that the significant
transformation started with AKP’s first electoral success in 2002 and the thought that the
government’s health policies have played an important role in its 19 years in power has
turned the transformation into an intriguing political and scholarly topic. This interest has
remained popular since AKP used the reform policies as an essential factor in building a
wide electoral base that has remained intact until today. The major health care
transformation implemented by a conservative government has had a powerful impact on
social and political spheres. The transformation has created visible changes such as better

health facilities and broader coverage.

There has been a prominent ground for correlating the reform with AKP’s political

agenda in the Turkish case. Because of the steps taken to implement the reform and the



political discourse of conservative AKP governments, the initial project was widely seen
as a successful populist move, consistently compared to the older health system that was
problematic because of insufficient resources and limited access to services. Theorizing
the process by reference to populism discussions and literature has dominated the Turkish
health care reform debates. However, the privatization dimension of the reform has been

apparent throughout, which casts doubt on initial intentions.

One of the most visible examples of this privatization dimension has been the PPP
projects in the health sector, known as "city hospitals," presented by the government as a
megaproject that will serve people's interests. The project has become a controversial
topic regarding the public tender processes, the government's visible links to the
benefiting contracting companies, and the doubts on the intentions to pursue public
interest. Apart from these issues, the “mega” aspect has made the projects an
internationally non-standard case. The PPP hospitals are too large compared to
international standard scale and are built at far points from city centers. For example,
hospitals with a bed capacity of less than 100 and more than 600 are considered
inefficient by international standards, while the average bed capacity of PPP hospital
projects in Turkey is 1417. Along with bed capacity, the closed area per bed is too large.
The closed area per bed in these new hospitals in Turkey is 40 percent bigger than new
hospitals in the USA and EU (Transparency International Turkey, 2019). The massive
scale prevents the personnel and the patients to have easy access to different departments
or places in the hospitals, sometimes requiring golf carts for transportation within the

hospitals. Furthermore, while hospitals are expected to be as accessible to citizens as



possible, transportation to PPP hospitals requires a journey of up to 1 hour in big cities.
These non-standard choices of the AKP government necessarily requires questioning the

political and economic results of these projects in the Turkish case.

1.2.  Main questions and outline of the study

Health is a multi-faceted policy area that concerns and affects society as a whole. We live
in a period in which all the experiences, problems, and transformations of humanity in
daily life cannot be understood without any connections to commodification and
marketization. The field of health has never been outside of this process. However, this
gradually deepening process is also progressing by getting more complex. It is inevitably
necessary to look into the complexity with a clear theoretical lens. The AKP-associated
health transformation program in Turkey that started in 2003 has become an important
case in which restructuring of the health sector has been implemented without
interruption. Changes in health service delivery, financing, and organization of the health
system, the transformation of the Ministry of Health, and ultimately, PPP hospitals were
incremental steps involving all kinds of complexities to open the health field to the
market. The Turkish case both fits into the global policy paradigm change and exhibits

particular developments and consequences.

This study will scrutinize the AKP-associated health transformation both in its global and
national context. As an alternative to the focus only on the dominance of the political
actor, this study will attempt to draw a comprehensive picture of the Turkish health care

transformation with a particular focus on the PPP hospital projects as the latest



development. This picture will analyze the multidimensional contexts of the policy
formation processes theoretically and practically. The literature review and the following
discussions aim to lay out a base for a political-economic approach that will incorporate
the complexity in the process. The study suggests that the capitalist class, both with the
capitalist actors themselves and the organizations to represent them, also has an important
role in the legislative and practical changes made within the context of AKP’s health

reform and the PPP hospitals projects.

Shaped by the above framework, this study aims to address the following research
questions:

e How should we analyze global and national contexts to understand the
transformation in health policies in developing countries such as Turkey?

e On what basis could Turkey's health reform, associated with the AKP
governments, be implemented?

e How has the political and economic conjuncture progressed in Turkey's health
transformation process? What was the attitude of the capitalist class along with
the policy choices of the AKP government?

e Where do PPP hospital projects fit between the marketization of health care and
AKP's political ambitions?

e What does the relationship between state and capital in PPP hospitals tell us about

the particular context of the Turkish case?

The chapters will present discussions based on these questions. Chapter 2 draws the



study's theoretical framework by reviewing and evaluating the existing literature on
social policy, policy transformations, and health policies. Studying Turkey's health
policies transformation requires a thorough examination of the social policy literature,
including the specificities characterizing the developing country cases and the global
transformations in policy areas. Acknowledging that the debates, theoretical approaches,
and explanations are vast in this area, I review the literature in two broad categories: One
is the literature on the transformation of the welfare systems in general, and the other is
the literature on the transformation of health care systems and policies. After looking at
the statistics and trends in health policies in developing country contexts, the chapter will
introduce the early theoretical approaches focusing on welfare states. A review of the
post-1980 literature, which can be analyzed as structural and political explanations, will
follow. Based on the existing literature, the chapter will also include a critical
examination of the literature on social policies. In light of these discussions, the second
part of the chapter will introduce the debates on health policies and healthcare systems

transformation.

Chapter 3 aims to further the discussions in the previous chapter, attempting to draw a
framework for a political economy analysis of health policies and transformations. The
chapter will identify the Washington Consensus as a social policy paradigm incorporating
the changes in the developing world. Next, a discussion on the impact of the
organizations pushing the Washington Consensus (WB, IMF, and WTO) in social policy
formation and their agenda towards health policies will complete the picture better. Since

the agenda of these organizations and the practical changes they implied can be



characterized by the involvement of the private sector in health care, the increasing role
of the private sector will also be examined. The related literature either focuses on the
negative social impact of market-based reforms or emphasizes the benefits for the private
sector and individual capitalist actors. One common observation is that developing
country states need to intervene to facilitate the growth of the pro-market health system.
At this juncture, I will try to rethink the critical state-capital relationship to propose a
more comprehensive political economy approach to study health policies. Finally, the last
section will combine these related discussions and offer a perspective to explore health

policy (trans)formations.

Informed by the literature review, Chapter 4 will scrutinize Turkey's most recent health
system transformation associated with the AKP governments by considering the
transformation's historical political process. To better contextualize the latest policy
formation processes in Turkey, the chapter will present a review of the health policy
history of Turkey and the critical changes after the 1980s. Then, I will examine the AKP's
Health Transformation Project (HTP), considering the related literature on the
transformation. To see the trends and changes in the course of the most prominent
transformation process, I will take a closer look at the official statistics, including public
and private health expenditures as a proportion of GDP (gross domestic product), public
and private expenditure per capita, and investment expenditure. On the side of the
capitalist class, I will take a closer look at the public statements made and reports
published about the HTP by the important capitalist organizations and actors, including

TUSIAD (Turkish Industry and Business Association), TOBB (Union of Chambers and

10



Commodity Exchanges of Turkey), and OHSAD (Private Hospitals and Health
Institutions Association). The evaluations made after these examinations will allow me to
contextualize the start of the PPP hospital projects as the second phase of the HTP in
Turkey. Chapter 4 will present the PPP hospital projects in their context and introduce

the related discussions in Turkey over the projects.

Chapter 5 will focus on a mapping that goes through the moves of the AKP government
and the capitalist actors in the PPP hospitals projects. The first task of the chapter will be
to summarize the theoretical underpinnings of the state-capital relationship in Turkey to
contextualize the actors and developments. On the state side of the relationship, I will
critically examine the particular decisions of the AKP governments regarding the
introduction and the continuation of the projects. AKP’s decisions and intervention
during the legal and institutional base, the controversial steps taken against the
opposition, and the details and complications in the tender processes are essential in
examining the state side. One of the most important actors in this period has been the
TTB (Turkish Medical Association). I will often refer to TTB to understand the legal
processes and the AKP’s determination to continue the projects despite opposition. For
understanding the capital side of the relationship, the chapter will offer a general
overview of the capitalist organizations and actors in health and their involvement with
the PPP hospitals projects. The overview will be followed with a closer look at the
contractors and construction companies that won the hospital construction tenders and
mostly eliminated the other prominent capitalist actors in health. The reasons behind this

final picture in Turkey’s PPP hospital projects will be evaluated, considering the latest
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developments shaping the political and economic policies of the government. Finally,
Chapter 6 will present the concluding discussion based on the main underpinnings of the

theoretical and case-specific conclusions of the study.

The sequence of chapters is intended to answer the main questions above. To summarize
very briefly, I suggest that theoretical approaches should explain the expansion related to
social policy and health policies in particular. A comprehensive framework to capture the
developments after the 1980s emerges when the Washington Consensus, private sector
involvement, and state-capital relationships are considered together, as components of a
dominant paradigm. Turkey's AKP-associated health reform fits into this international
policy paradigm, where post-1980 economic liberalization, the impact of international
organizations, legislative changes towards privatization, and changing role of the state in
healthcare are the implications. While some steps were taken in order to implement
changes before AKP came to power, we see that AKP saw health reform as a populist

tool and invested in it in sustained manner, using the advantage of governing as a single-

party.

Thus, for AKP, health reform became an important tool to garner popular support.
Structural changes were needed and implemented along with more private sector
involvement. The capitalist class was optimistic in the first years of this involvement and
expansion in health expenditures was promising. Yet, both developments started to
slacken at the beginning of the 2010s and the PPP hospital projects came out of the

party’s search for a strategy to extend the popularity of health-sector reform and its
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promises to the private sector. Yet, as the results unfolded, neither the government nor
capitalist actors gained a significant benefit from the projects. Instead, they became

concrete reminders of AKP's decreasing power to reproduce its legitimacy.

1.3.  Method

Almost all parts of this study except the in-depth interviews are outcomes of a desk study.
While I was able to access the library shelves during the intense literature review process
for Chapters 2 and 3, most of the research and writing process for the later chapters
coincided with lockdowns and limitations due to the COVID-19 pandemic. This situation
did not pose a serious constraint on this study—the design of the study anticipated from
the very beginning that the desk study would be a significant part. However, there were
times when it was inevitable to conduct some in-depth interviews face to face. Thus, I
resort to online meetings with some of my interviewees. Although it is not the ideal
method of communication, it also made it easier for some of my interviewees in terms of

time management and allowed them to spend more time talking to me.

I used qualitative and quantitative analysis together in the study. My major sources for
quantitative analysis were the official statistics and database of the Turkish Statistical
Institution (TURKSTAT) and the statistics provided by OECD, WB, and EPEC
(European PPP Expertise Center). I mostly interpreted the health spending data of Turkey
myself, but the graphs and information provided by other institutions were sufficient for
my analysis instead of using their raw data. Apart from quantitative resources, several
reports of capitalist organizations and websites of the companies provided the basis to

understand the capitalist class in health care. The Ministry of Health (MoH) website, the
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online archive of the legislative decisions published in the Turkish Parliament's website,
and newspaper archives helped me analyze the state side of the developments. The online
resources provided by TTB, the internet archives of the oppositional newspapers and
news portals, especially Cumhuriyet, Birgiin, Sozcii, and soL, helped me understand the
views of the opposition. Finally, I used the information I collected from the semi-
structured, in-depth interviews. I conducted interviews with two TTB representatives
(Bayezit ilhan, Ozgiir Erbas), oppositional journalists and scholars who are especially
interested in the PPP hospitals (Ugur Emek, Mustafa Sonmez, Cigdem Toker) and two
anonymous high-rank private sector representatives. One of the private sector
representatives is from a major company in the health sector, and the other is from
another major company in the construction sector. I conducted the first in-depth interview

in September 2020 and the last one in April 2021.
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CHAPTER 2 THEORIZING HEALTH POLICIES

2.1. Introduction

This chapter aims to draw the theoretical framework of this study by reviewing and
evaluating the existing literature on social policy, policy transformations, and health
policies. Studying Turkey's health policy transformation requires a thorough examination
of the social policy literature, including the specificities characterizing developing
country cases and global transformations in policy areas. Acknowledging that the
debates, theoretical approaches, and explanations are vast in this area, I will review the
literature in two broad categories: the literature on the transformation of welfare systems
in general, and the literature on the transformation of health care systems and policies. To
understand and contextualize health care reform and related changes in Turkey, grasping
the general transformation in all social policy areas and health policies worldwide is of

great importance to establish the global context.

Based on the mentioned theoretical aim, the chapter addresses this central question:
"How should we understand and study the current health policies with all the
complexities they incorporate?" The review of the theoretical answers given to this
question and assessment of these answers will lay the ground for this study's main

guidelines. The review of the concerned literature will be followed by an attempt to form
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a political-economic approach to study the recent developments in Turkey, with a

particular focus on the most recent but controversial phase of the reform: PPP hospitals.

In addition to providing the theoretical ground of this dissertation, the discussions in this
chapter aim to contribute to existing theoretical debates. First, the big debate in the
literature on the "crisis of the welfare state" is still alive. The sources and impacts of the
crisis, or even the question of whether it should be considered a "crisis," still lead most of
the scholarly discussions. The complexity of the penetrating processes of changing global
politics, economic policies, and state-capital relationships has turned the subject into a
multifaceted one. The social policy literature seems to reflect this complexity. Many
faces of these transformations have been studied in different contexts, levels of analysis
and policy areas, and from different theoretical perspectives. Policies and institutional
changes implemented after the welfare state model, which has a historically unique place
in terms of how the state plays a role in meeting people's economic and social needs,
have been important topics in many ways. However, the "crisis of the welfare state"
debate practically opened itself to the criticism of the neoliberal theory, which blamed the
expansion of government social spending for the economic crisis in the 1970s. The
victory of the neoliberal accounts is visible in historical trajectories and scholarly
discussions, yet alternative approaches still have their strong sides that should be

resurfaced.

Second and related to the first one, due to the hegemony of liberalism and its institutions,

scholarly discussions on welfare systems after the neoliberal shift tend to focus on

16



specific policy ideas and how to design and implement these policies on global and
national levels. Critical approaches have tended to view these transformations in various
ways, such as neo-liberal political offensive that needs to be reversed, the imposition of
international policymakers, or the policies of political actors with negative consequences.
However, these academic discussions neglect a critical inquiry: Questioning the links
between welfare systems, capital accumulation, and the capitalist state. Although this
kind of questioning was central to the welfare state scholars of the earlier period, it seems
to have lost its popularity after the transformation. However, trying to understand
particular expenditures, policy programs, and their restructuring without linking them to
the reproduction of capitalist relations, we are obliged to continue functioning in a

"relative theoretical vacuum," as O'Connor (1973:255) puts it.

Third, despite the increasing interest in explaining the crisis of welfare regimes in
neoliberalism, the literature is still being dominated by studies focusing on evaluating the
changes within the Western world. However, a picture depicting the transformation of
welfare systems cannot be drawn only by considering countries with mature welfare
states. Given that public social spending ratios, contrary to expectations, have been
increasing, particularly in developing countries, the task of re-emphasizing the link

between capitalist accumulation and social policies has become even more crucial.

These points above are the primary reasons that underpin my inquiry in this chapter and

upcoming chapters, based on the theoretical ground to be provided here. My initial

questioning of the current policies in Turkey that led me to the literature on welfare
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systems has opened a crucial need for theoretical clarity on how to understand the
controversial and changing nature of social policies. For instance, the expansion of social
spending and increasing universalization of access to major welfare programs such as
health care and pensions in developing countries after the 1980s constitute a puzzling
question. The puzzle arises because the expansion is, at first sight, in contrast with the
neoliberal pattern and unexpected in the context of developing countries since these
countries are expected to have fewer financial resources for such an expansion. The
following sections will address the issue by evaluating welfare system transformations
and reviewing related theoretical discussions, starting from the earlier literature on

welfare systems.

2.2. Understanding welfare system transformations in developing countries

2.2.1. Welfare systems after the neoliberal turn

The restructuring period is assumed to begin with the world economic crisis in the 1970s.
This period is characterized by the declining profitability of capitalist production, low
investment rates, low growth, mass unemployment, and high inflation, and also saw the
expansion of and dependence on international markets as governments started to borrow
internationally. Trying to understand the relationship between welfare state practices and
the crisis led to the questioning of the welfare state, and the most radical opposition to the
welfare state came from the New Right. The discussions on the "death of the welfare
state" complement the neoliberal agenda's expectations. The widely perceived crisis and
its effects on dominant economic understanding put the New Right’s solution as the only

agenda for recovering, resulting in the institutionalization and normalization of
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neoliberalism (Hay, 2004). The New Right criticized the welfare state and suggested
economic liberalization with the argument that the welfare state is a system that blocks
the functioning of the capitalist market. It also advanced the discussion to the political

arena, stigmatizing the welfare state as a system limiting people's freedom.

The point that the world economy and politics have reached has proven that the
neoliberal agenda has transformed state policies for its benefit worldwide. However, what
kind of changes specifically occurred during this restructuring is still a critical scholarly
question. The social policy/welfare state literature has rightfully emphasized qualitative
changes in the discussion of the transformation of welfare systems. Recent studies have
suggested that there has been restructuring instead of an overall retrenchment. This
restructuring can be identified, for example, as a change from employment-based to
income-based policies (Brooks and Manza, 2006a), from welfare state to social risk
management strategies (Yalman, 2007), or from Keynesian welfare to Schumpeterian
workfare state (Jessop, 2002). Moreover, the characteristics, economics, and politics of
the changes, as well as their different impacts on different countries, are significant
debates for contemporary academic projects within the scholarship of social policy (e.g.,
Eren-Vural, 2011; Esping-Andersen, 1996; Farnsworth and Irving, 2011; Glatzer and

Rueschmeyer, 2005; Manning and Shaw, 2000; Pierson, 2001).

Without ignoring the centrality of the abovementioned theoretical explanations on the

qualitative changes, I would like to evaluate the transformation based on public spending
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rates in this section. One of the most critical arguments claimed by the neoliberal agenda
for the welfare state system was that high public spending ratios due to rising
unemployment and aging of the population put the state budget into crisis. State’s retreat
from the welfare area and the replacement of the free market were supposed to solve the
problems. However, this retreat also needs to be questioned in terms of public social
spending rates in advanced capitalist countries. Contrary to the expectations of the
neoliberal agenda, public social spending as a percentage of GDP has decreased
minimally or not at all in the majority of advanced capitalist countries since the crisis of
the 1970s. Figure 1 below shows the change in public social spending to GDP ratios,

comparing the data from 1960, 1980, and 2018.

Figure 1. Public social spending as a percentage of GDP, 1960, 1980, 2018
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Source: OECD, Social expenditure update 2019, available at:
https://www.oecd.org/social/soc/OECD2019-Social-Expenditure-Update.pdf

In countries known to have welfare state regimes in Western Europe, such as France,
Finland, Sweden, Germany, and Norway, public social spending (as of GDP) has not
shown a declining trend since 1960. Although the public social expenditure to GDP ratios

have edged downwards starting in 2009 and fell in almost two-thirds of OECD countries
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(OECD, 2019), it hardly indicates the expected decline that neoliberalism targeted and
showed as a burden to the state. According to one of the recent OECD (2019) reports, for
today, pensions and health remain the largest items of public social expenditures, with
health being the second-largest. The most recent ratios are still above 20 percent,
suggesting that states in capitalist economies still invest or have to invest in social
policies. The cost-cutting plan of the neoliberal shift has to be re-evaluated and

questioned in that sense.

While public social spending is still high on average, there is an interesting expansion
trend in particular countries. In some middle-income and even low-income countries,
public social expenditure is on the rise. As Figure 1 also shows, since 1990, public social
spending to GDP ratios have more than tripled in Korea and Turkey (ibid:2). This
increasing interest of particular governments in expanding their welfare systems has been
studied by some scholars and included in international organizations' reports. Noting that
the indicators of how well a welfare system performs can be many and complex, we can
still see this trend of expansion by looking at specific welfare system characteristics,
particularly in the countries where the numbers suggest an upward trend. The figure
below shows the changes in the three countries, Turkey, Mexico, and South Korea, and

the OECD average with the top line.
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Figure 2. Public social spending as % of GDP for selected countries: Turkey, Mexico,
South Korea, OECD total, 1980-2019
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Aggregate social spending ratios in middle-income economies, including Turkey,
Mexico, South Korea and Brazil, India, China, and South Africa, have undergone
significant changes since the 1980s. According to OECD statistics, public social spending
as a percentage of GDP in Turkey rose from 2.25% to 12% from 1980 to 2019. Similarly,
the Mexican state increased its public social spending from 1.95% to 7.4% between 1985

and 2019. South Korea increased from 2.68% to 12.2% between 1990 and 2019.!

Some influential studies focusing on social expenditures in middle-income countries
questioned the determinants of the changes in spending (Haggard and Kaufman, 2008;

Huber et al., 2008; Segura-Ubiergo and Kaufman, 2001; Seekings, 2005). As political

! OECD (2021), Social spending (indicator). doi: 10.1787/7497563b-en (Accessed
on 16 April 2021).
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scientists, these scholars are primarily interested in short-term or long-term political
power distributions. They depart from a point that the countries might be classified
according to their regime forms as democratic, authoritarian, and some intermediate
forms based on their strategies (Huber et al., 2008). According to other studies, some
lower-income countries in Sub-Saharan Africa and Latin America also expanded their
commitments to social protection programs, especially after the 1990s (Barrientos and
Nino-Zarazua, 2010; Carnes and Mares, 2015). This commitment, in most cases, has
been a result of the poverty reduction-based programs of international organizations such

as the IMF, UN, and WB.

In terms of overall social protection policies, conditional cash transfer (CCT) programs
have played a crucial role in the transformation. The poverty-based programs were not
limited to the lowest-income countries. Starting with the programs Bolsa Escola in Brazil
and Progresa in Mexico, cash transfers have become very important in the global
strategy of international financial organizations in terms of poverty reduction policies,
spreading to many Asian and sub-Saharan African countries later. CCT programs had
visible short-term effects on the labor market and health and educational programs. The
long-term impact of the so-called “poverty reduction” strategy after the 1990s and its
motivations are rightfully questioned by critical scholars (Craig and Porter, 2006).
However, the widely adapted CCT and other social assistance programs provide evidence
of the increasing interest of both national governments and international actors in welfare

policies after neoliberal restructuring.
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Regarding social security, South Korea, Mexico, and Turkey have more than doubled
their low rates of public spending on pensions starting in the 1990s (OECD, 2015a).
Turkey reached the OECD average as a percentage of GDP in 2017.2 Pension reforms,
especially after the 1990s, were introduced and expanded in many other developing
countries, including India (Bugra and Adar, 2008). It is not possible to talk about
universal coverage regarding old-age pensions; however, as a poverty reduction strategy
in developing countries, basic pensions started to be discussed widely, especially after the
World Bank's 1994 report. Although most pension reforms are based on means-tested
programs, some national- and local-level governments, such as New Zealand, Mauritius,
Bolivia, Mexico City, provide a basic old-age pension without any testing (Willmore,

2007).

Although the rates are still much lower than the OECD average, government spending on
health care tended to increase in most of the countries mentioned above, such as Chile,
South Korea, Colombia, Mexico, Turkey, Brazil, China, and South Africa, since the
1990s.> Among them, Korea, Mexico, Colombia, and Turkey have achieved universal or

near-universal coverage of health care costs, similar to most OECD member countries

2 OECD Pension spending (indicator). doi: 10.1787/a041f4ef-en (Accessed on 05 August
2021)

3 The increase in government spending on health will rise more with 2020 due to
COVID-19. The data for the following years will reflect this rise in the pandemic period,
which will complicate the analysis. According to OECD (2021:188), “preliminary
estimates for 2020 for a number of OECD countries all point to a significant increase in
the ratio of health spending to GDP. This reflects both the extra health spending needed
to combat COVID-19 and reductions in GDP caused by restrictions on economic activity.
Based on the initial data, the average share of GDP allocated to health is estimated to
have jumped from 8.8% in 2019 to 9.7% in 2020.”
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except for the United States, Greece, and Poland (OECD, 2015b:121). However, we
cannot say that the subcategories of health expenditures show similar characteristics with
the increase in public health expenditures in the mentioned countries. For instance,
increasing government spending has been accompanied by countertrends in terms of out-
of-pocket spending. While Korea still has high rates of out-of-pocket medical spending as
a share of health spending, Turkey and Colombia had rates lower than the OECD
average, according to the latest data available.* The expansion, therefore, has specific

characteristics for different country cases.

The statistics and the identified changes in various social policy areas show us that
welfare policies continue to be an interesting research agenda, especially for
nonadvanced welfare regimes after the 1980s. Depending on the available literature and
statistical data, Turkey, South Korea, Mexico, Colombia, Brazil, Chile, India, China, and
South Africa seem to show similar trends in increasing governmental expenditures and
expanding welfare provisions. There are, indeed, structural and consequential variances
between the social policy programs within these countries. As statistics clearly show, the
proportion to the national income of the amounts invested in different policy areas
differs. Even when the proportions seem to converge, the consequences of the policy

decisions may vary widely. However, states continue to be the actors shaping the welfare

4 OECD Health spending (indicator). (Accessed on 05 August 2021). It is also important
to note here that the increases in governmental spending may not necessarily reflect a
healthier society. In Korea, for example, where the coverage is universal (100%), the
proportion of the people who consider themselves in good health is 35%, the lowest
percentage in the OECD statistics (OECD, 2015b).
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system, particularly in the countries mentioned above, which might allow us to conclude
that welfare systems have been transforming with puzzling trajectories after the

neoliberal shift.

Therefore, the observation we made on this group of countries reserves a puzzle that
makes us question why these governments have been significantly increasing their
budgets for social spending and are interested in expanding welfare services and people's
access to services. The agenda of expanding the free market has been implemented;
however, this process has also been realized by increasing public social expenditures. The
economic crisis in developed countries and the restructuring of the welfare regime were
followed by structural adjustment programs in developing and underdeveloped countries.
As I will discuss in the next chapter, the Washington Consensus of 1991, in particular,
embodied a policy transformation for the world. The studies focusing on expenditure
changes in the developing world have primarily been informed by the policy set created
by this consensus. However, the effort to understand and analyze social policies goes
further back than these relatively recent discussions. As the literature will point out,
although there are significant structural differences between the two periods, the
expansion of welfare services and the increase in public social expenditure in both
periods may reserve some common explanations. Therefore, to understand developing
countries, it is necessary to benefit from the earlier literature that tries to explain the
expansion in their period. Before moving on to approaches to post-1980 restructuring, I
will review pre-1980 theoretical approaches, which mainly include the welfare state

discussion. The following sections will attempt to review the concerned literature on
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welfare systems and social policies, keeping in mind that the neoliberal scheme did not
undermine capitalist governments' and international actors’ interests or needs to keep

public social expenditures at a certain level.

2.2.2. Early literature on welfare systems

Although the worldwide welfare expansion after World War 2 had not been taken as an
intellectual puzzle because of the rapid economic growth in the Western world, the
comprehensiveness of the social programs and universal benefits denoted a major
transformation. Modernization theory assumes that "only a matter of time before less
developed nations would modernize sufficiently to develop the economic surplus and
bureaucratic capacity that would allow them to initiate similar [welfare] programs"
(Quadagno, 1987:110). As a result, the earlier theoretical accounts on social policies
primarily focused on explaining the welfare state's emergence and role, mostly assuming
continuous economic expansion. The mid-1970s crisis changed this assumption, but the
major discussion had been around the welfare expansion until this crisis. Tracing
theoretical developments before the crisis will, therefore, provide us with helpful

theoretical insights about welfare expansion trends in general

A basic functionalist approach, known as the logic of industrialism thesis, stated that the
emergence of the welfare state as a new institution was an automatic response to
industrial development. The dissolution of traditional welfare (family, churches, etc.)
resulting from the transition from agrarian to industrial production necessitated new

welfare institutions, mainly because traditional institutions cannot meet the needs of new
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vulnerable groups in industrialized societies. This perspective, which establishes a direct
relationship between industrial development and welfare expansion, has explanatory
power to a certain extent. For developing countries, industrial production might have
required new institutions of welfare. However, this thesis was intensely criticized in later
discussions because there is no sufficient evidence to assume a direct relationship. Such a
need will uncertainly be met by political and economic elites or any others. Moreover,
according to its main assumptions, heterogeneity in economic development and welfare
regimes was not an issue (ibid: 112). The economic expansion, which the logic of
industrialism thesis saw as solid before the crisis of the 1970s and thinks it will continue,
is valid for neither the post-1970 capitalist economy nor the economy of developing

countries.

On the other hand, rather than attributing the expansion of welfare to industrialization
only, neo-Marxist theorists proposed more comprehensive explanations considering
different forces. Accordingly, it is true that the transition to capitalism led to the
dissolution of other societal insurances and necessitated a welfare system by the
intervention of the state, but the welfare state should be examined within the capitalist
state discussion, and the social policy interventions of the states should be considered as
the requirements of the capitalist market. O’Connor (1973) was the first to emphasize the
need to understand social expenditures within the power relations of the capitalist
economy. According to him, the capitalist state organizes capitalist production while
trying to balance two different social relationships. One of them is between and within

the economic classes. The other is between economic classes and state power. The state is
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under bilateral pressure to increase welfare expenditures on the grounds of both
accumulation and legitimacy. Any state power that ignores the necessity of saving the
process of capitalist accumulation would risk "drying up the source of its own power"
(O'Connor, 1973:5), and any state power that ignores its legitimacy would jeopardize its
own existence. Gough (1979) also offered a Marxist explanation, opposing the idea that
social policies' role is to improve individuals' life conditions.®> According to him, the
development of the welfare state is inherently contradictory because it has to work
toward controlling the workers while trying to increase social welfare. According to
Gough (1979:44-45), "we shall characterize the welfare state as the use of state power to
modify the reproduction of labor power and to maintain the nonworking population." At
the same time, in his work on state expenditures in advanced capitalism, Gough puts that
the increase in spending contributes to profit and surplus value production. In this sense,
the increase does not contradict capital accumulation, and it is an increasing necessity of

accumulation (Gough, 1975: 83).

Another neo-Marxist scholar, Claus Offe, emphasized late-capitalist societies' tendencies
while making similar emphases in explaining the state's role in capitalist accumulation
and legitimacy. Offe emphasizes that the capitalist state must intervene in the economy

and society to create and protect the market, and these interventions are social policies.

5 I should note that although he seems not to abandon his emphasis on the

explanatory power of the political-economic approach in social policies, lan Gough
has changed his anti-capitalist inclination with anti-neoliberal capitalism. Therefore,
the difference in the ideological inclinations between the earlier and later works of
Gough should be kept in mind for following references. For an exemplary discussion,
see: Gough, (2012).
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Ofte's (1984:153) influential study on the contradictions of the welfare state is dedicated
to showing that "while capitalism cannot coexist with, neither can it exist without, the
welfare state." The welfare state functions to make class conflict less visible by
compromising with both classes. Workers accept the legitimacy of the capitalist system
because welfare benefits depend on economic surplus, and capitalists do not oppose
welfare state expenditures to ensure a healthy working class. Regarding this second
argument, critical accounts said that it is not possible to find a straightforward
relationship between health expenditures and the population's health (Parkin et al. 1989).
Nevertheless, Offe’s account makes it possible to see the development of social policies
as dynamic. Accordingly, any explanation of social policy "must take into account as
causal factors both 'demands' and 'systemic requirements' that are problems of 'social
integration' and 'system integration,' the political processing of both class conflict and the

crises of the accumulation process" (Offe, 1984:104).

It is plausible that the contribution of neo-Marxists to the welfare state debate has
primarily remained an explanation for the welfare state itself and assumes some
insufficiently evidenced direct relationships. However, it does provide an essential
framework to understand the relationship between the capitalist state and social policies
that can also be considered beyond the advanced welfare regimes. One of the most
critical points evolving from the neo-Marxist approach is that social policy is constitutive
of the market economy and exists to secure the market. This argument does not
necessarily mean that the state responds to the ruling class only. In contrast, Marxist

explanations consider the welfare state's contradictory nature a simultaneous response to
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capitalists' and working classes' interests. It is possible to evaluate the theoretical
contribution of neo-Marxist explanations for nonadvanced capitalist systems. Although
the policies of the welfare state practices and the current welfare regimes are very
different, it is still possible to think that social policies and public expenditures contribute
to the legitimacy of the economic and political systems. The mentioned contradiction is a
valuable contribution to theoretically explaining the complicated nature of social policies.
However, theories that say this nature is more complex than neo-Marxist explanations,

especially in explaining different welfare regimes, also have significant contributions.

Approaches such as the social-democratic approach, power resources theory, and
institutional approaches criticized the previous approaches. They suggested filling the
gaps, arguing that the logic of industrialism and Marxist approaches share an
economically "crude" and structurally determined analysis, especially when the
differences and complexity in welfare systems are considered. Moreover, the
conceptualization of the state is mainly considered not comprehensive enough by many
nonMarxists. The contributions from scholars such as Korpi (1983), Esping-Andersen
(1990), and Skocpol (1995) put the discussion of "politics matters" forward. The social-
democratic view conceptualizes the state and social policy as positive forces that lead to a
socialist society. Thus, the functions of welfare policies are considered favorable to the
extent that they help reduce inequality, meet social needs, and extend liberties. In this
context, industrialization is the base that created the social conditions for a collective
response to emerge through state activity. As a derivative of the social democratic view,

power resources theory focuses on the strength of organized labor (Korpi, 1983) and with
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whom the working class aligns (Esping-Andersen, 1990).

On the other hand, institutional approaches shift the focus from labor politics to the
influence of the state in social policy formation. Accordingly, the state is not considered a
set of different activities shaping social policies. According to institutional approaches,
policies are affected by various other factors, such as bureaucrats' role, the capacity of
welfare programs, party systems, and the influence of past policies (Heclo, 1974;
Skocpol, 1995; Skocpol and Amenta, 1986). These models took advanced capitalist
economies as their case studies in the mentioned seminal studies; however, especially
after 1980, they formed a fundamental basis for understanding and classifying welfare

regimes outside of developed capitalist countries.

Esping-Anderson's classification has become a classic classification for comparative
studies and has been extended to cover those other than Esping-Anderson’s original three
regimes.® His suggestion of an interactive approach for comparing welfare states by
considering the principles for which historical actors have willingly united and struggled
(Esping-Anderson, 1990: 32) allows scholars of social policy to analyze other cases with
their differences in class coalitions. As I will mention in the next section, although these
classification studies have now turned into a futile effort in the literature for developing

country cases, they maintain their pioneering role in understanding the impact of different

6 Esping-Anderson (1990) identifies three main welfare-regimes in his seminal work, The
Three Worlds of Welfare Capitalism. Based on the different arrangements between state,
market, and family, the three regimes are named as the liberal welfare state, corporatist
welfare states, and social democratic welfare states.
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actors on social policy formations and conducting an interactive analysis.

After all these debates, the neoliberal approach rejected the idea of social or welfare
rights totally, advocating that any criteria other than market distribution would lead to
unjust outcomes. Methods advocated for getting out of the crisis led to neoliberal
restructuring, and Washington Consensus was a crucial point of departure in the
restructuring process. As I will try to address in Chapter 3, it is not possible to say that
the radical rejection of the neoliberal approach to welfare has been fully implemented
either practically or theoretically. However, at a general theoretical level, neoliberal
restructuring has changed the nature of the mainstream political debate and the way to
think about the state's responsibilities, thus dominating policy discussions. It can be
regarded as a paradigm shift, after which the theoretical debates on social policy focused
on explaining the transformations led by the restructuring and different policy outcomes

in different parts of the world.

2.2.3. The literature on the transformation of welfare systems

Social policy scholarship experienced a kind of rupture after the economic crisis of the
1970s with the dominance of neoliberal economics and politics. Furthermore, historical
trajectories of welfare systems varied widely as the welfare issue in the neoliberal era
became more complex and puzzling. The common assumption of welfare state
scholarship, the positive relationship between economic growth and welfare expansion,
was questioned in the context of advanced capitalist states. Thus, the concern of

explaining the role of the welfare state and its structure has been replaced by what is

33



happening to welfare systems. This section will identify the common features and
assumptions underpinning the post-1980 welfare state or social policy debates. While
ideologies and theoretical inclinations differentiate themselves from each other, they also
have a common tendency toward explaining transformation as a response to structural
change (primarily referring to advanced capitalist states) and as a matter of failure or
success in responding to these changes (primarily referring to developing countries). This
common tendency largely expanded, ignoring class politics and political struggles (see
Yoriik, 2012b) and the role of social policies in the accumulation and reproduction of
capital at both the social and economic levels. The existing post-1980 literature on

welfare systems needs to be outlined critically considering the mentioned gaps.

It is important to note that the post-1980 literature cannot be considered separate from the
earlier major accounts that shaped the basis for contemporary studies. There is no doubt
that much has been added to earlier debates. However, the literature concerning the
welfare systems after the neoliberal turn mainly proceeds without much political and
ideological conversation that the preneoliberal literature had (i.e., the dialogue between
the social-democratic, institutional, Marxist and liberal approaches). While Marxist
explanations have lost their influence on the overall literature, different approaches have

started to converge with some of the assumptions of liberal accounts.

In a general sense, classifying the post-1980 literature as prioritizing structural and

political-institutional factors is possible. While the first focuses on the structural

consequences of restructuring, such as the rise of poverty, unemployment, and labor
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informalization, and aging in developed countries, the second prioritizes the factors
imposed by domestic politics and institutions and international political institutions.
Although the earlier accounts had considered many political factors in terms of advanced
welfare systems, it is possible to say that structural factors have dominated the
explanations for welfare system transformations in the neoliberal era. As I will elaborate
on, political-institutional explanations analyze various factors, such as institutional
cultures, voter influences, and the influence of governments and international
organizations. In many theoretical explanations, structural and political-institutional
factors have been considered together. Most of the influential studies have suggested that
many structural transitions work together. Social policies are defined as the responses of
governments to social and economic problems led by neoliberal restructuring. These
studies insist on focusing on the effects of technological and economic factors related to
the particular development of capitalism while acknowledging certain political factors.
However, contrary to the analysis of advanced welfare systems, political-institutional

aspects are emphasized more in the analysis of developing states’ welfare regimes.

In his influential work, Pierson’s (2001) main focus was structural factors, suggesting
four main "postindustrial transitions" that put pressure on welfare systems: the rise of
service sector resulted in slower growth; the welfare state expansion has gone thus far
that the growth is no longer sustainable; population aging requires expanding
contributions (in terms of both pensions and health provisions); and finally, the
transformation of household structures, such as the increase in women's labor force

participation and rise in single-parent households, putting pressure on traditional welfare
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systems that were based on male breadwinners. From a similar point of view, Iversen
(2001) has put deindustrialization as the main factor challenging traditional welfare
systems. According to him, the most crucial source of the risks in the labor market, which
the states are expected to compensate by expanding social security, can be studied under
the concept of deindustrialization. For these explanations, the rise of income-based
welfare policies replacing employment-based policies can rightly be defined as the “logic
of deindustrialization thesis,” referring to the “logic of industrialization thesis” that
explained the shift after World War 2 (Yoriik, 2012a:30). Although the general structural
transformations were studied as the effect of the postcrisis in advanced welfare regimes,
it also became inevitable to examine the developing country cases in terms of these

transformations in the new international order.

From a different point of view, Jessop's (2002) significant contribution aiming to identify
the social policy regime emerging from the 1980s is also mainly based on structural
changes. He extended his analysis to many different country cases in the following
literature. As a Marxist, Jessop attempts to explain the transformation by evaluating the
changes in the accumulation regime. Like the Marxist theorists of the welfare state,
Jessop emphasizes the function of accumulation in the continuation of capitalism.
However, he still argues that the form and functions of the state in capitalist society differ
historically and nationally, thus emphasizing, in addition to Offe in particular, that state
power can be more or less capitalist depending on specific situations (Kiicilik, 2018a:49).
This argument leads him to define a new regime that emerged according to the different

accumulation regimes after the crisis of Keynesian policies. Accordingly, the post-Fordist
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accumulation regime, characterized by small-batch production, economies of scope,
flexible production, and flexible labor force, has brought in a different labor process. The
new labor process has necessitated a different mode of governance. Jessop identifies the
old regime as the Keynesian Welfare Nation State (KWNS) and the new mode of
governance as the Schumpeterian Workfare Postnational Regime (SWPR). In the
Schumpeterian state, state activity focuses on the supply side and supports innovation and
production. The implications of this accumulation regime for social policy are that social
policy becomes subordinate to the demands of economic competitiveness to sustain the
market economy and reproduce labor power. The reorganization of UK’s NHS in the
1980s and 1991, for example, can be seen as a fit with the SWPR framework with the
start of contracting out of ancillary services, tendering processes for nonessential
services, the competition required for hospitals, and the rise of prescription charges

(Greener, 2004: 665, 666).

Jessop's supply side-oriented theory has been criticized by some scholars working on the
politics of health care. Some said that, unlike earlier neo-Marxist approaches, Jessop's
emphasis on accumulation left the legitimation function behind. Harrison and McDonald
(2004) argue that there is not enough evidence that health policies, in particular,
contribute to Schumpeterian economic policy in the NHS. They show that despite the
financial crisis and the transformation in policy areas such as education and social
security, the NHS remains a highly legitimate institution. Major political parties still aim
to reproduce their legitimation through the NHS. It is also possible to consider social

policies as state legitimation tools by exemplifying how states can utilize different social
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policy areas to contain social unrest to ensure capitalist accumulation. Following the
Marxist perspective on welfare systems, Fox-Piven and Cloward (1993) argued that state
intervention in relieving poverty is an issue of reproducing necessary labor and
containing the possible social unrest triggered by capitalist conditions. Their seminal
study showed that the capitalist system also uses social services to contain public
disorder, jeopardizing capital accumulation. According to them, relief systems help
capital regulate labor, and this kind of analysis of social services focuses on the functions
of welfare in relation to both the economy and polity. Therefore, as it is understood from
the important studies on how health policies are used as a populist tool, it is necessary to
consider the characteristics of state legitimation reproduction, especially in addition to

supporting the accumulation process of health policies.

In line with the mentioned critical accounts, many contemporary studies have touched
upon political-institutional factors such as public opinion, institutional cultures, partisan
politics, voter influence, and the stance of governments in the political spectrum. These
factors are mostly considered determinants to explain the persistence of the importance of
public expenditures. For example, in their study, Erikson et el. (2002:319) concluded that
"national institutions reflect public opinion" in policymaking, and they do so "with
considerable urgency" in the US setting. Wleizen (1995) argues that public opinion works
like a “thermostat,” sending signs to policymakers about their preference for more or less
spending. Although Wleizen’s study focused on defense spending, he argued that the
public response was significant in the changes in expenditures for other social policy

domains such as education, health and welfare. Others have drawn similar conclusions,
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arguing that social spending decisions are affected by aggregate policy preferences in the
US (Brooks and Manza, 2006a) and in various OECD countries (Brooks and Manza,
2006b; Hobolt and Klemmensen, 2005; Korpi, 2003; Soroka and Wlezien, 2005). These
empirical studies build themselves upon a theoretical mix of social policy scholarship,
from power resources to Esping-Anderson’s modeling, making theoretical clarity of
secondary importance. Moreover, it should be noted that public expectations are

questionably independent of manipulation (Brooks, 1985).

Seeing dominant political parties’ or government coalitions’ stances as the primary
determinant is another but popular explanation for the difficulty of rolling back in
advanced welfare states. Navarro et al. (2004) argue that welfare states of the developed
world after globalization did not change their characteristics established in the
preglobalization period. According to their study, the welfare states measured by social
expenditures and by public employment have, for the most part, continued to expand
primarily due to the social democratic parties that had continued to be influential in
advanced capitalist countries even after globalization. They suggest that the exceptional
times when social spending did not increase in a certain period in a particular country can
be attributed to political changes in that country rather than the effects of globalization.
Brooks and Manza (2006a) also conclude that mass policy preferences significantly
affect policy outcomes, particularly in European Social (Norway and Sweden) and
Christian democracies (Austria, France, Germany, Italy, the Netherlands, and
Switzerland). While citizens have a significantly effective preference for public provision

in European social and Christian democracies, these countries have higher levels of
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spending effort than liberal democracies (Australia, Canada, Ireland, New Zealand, the
United Kingdom, and the United States). Following these studies' conclusions, we may
infer that since governments have to respond to their citizens' policy preferences and
social democratic parties occupy a powerful place, the task of retrenching welfare
systems is considered not easy. In other words, an already established welfare structure
can hardly be moved backward, mostly because policy or social spending expectations of

the masses are high.

Searching for political explanations rather than focusing on economic factors is certainly
not new to analyzing welfare systems. As [ examined in the previous section, some
perspectives also highlighted class politics together with explanations of economic
structure. However, regarding the analysis of welfare system transformations, politics is
also mostly bound to a theoretical complexity. Moreover, in these studies, public opinion
was generally limited to voter behavior instead of considering grassroots movements or
organized groups as pushers for more public provision. Different from their theoretical
references, these kinds of contemporary analyses tend to pull economics away from
politics. Marxist attempts, especially Jessop’s intervention, attempted to fill this gap for
critical social policy scholarship students. However, we must acknowledge that all the
mentioned studies, including the Marxist studies, focus on the transition in advanced
capitalist states. In addition to channeling the analysis toward voter behavior for
empirical evidence, the contemporary literature also faces a challenge in understanding
the changes in developing economies. Although some of the structural factors may well

apply to neoliberalized developing economies, it is considered rather challenging to base
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welfare system transformations in these countries on the same structural factors, mainly
because the historical trajectories of welfare system developments are different. As a

result, politics seem to be a more popular explanatory factor for developing economies.

The studies on developing economies rightly start with the truth that there is no history of
an established welfare system to compare with the present welfare regime. This truth
understandably creates a more complex picture for scholars interested in the
transformation in less advanced capitalist countries of the world. Many studies focusing
on social policies in less developed countries are informed by Esping-Andersen's (1990)
concern of comparing and categorizing different systems. Esping-Andersen's original
typology concentrates on the developed world. Still, his approach suggests that we can
also identify some common characteristics of the welfare systems found in the
developing context. A significant contribution was made by Ferrera (1996), who
suggested a "Southern Model." The idea is based on the fact that the southern part of
Europe and the world does not fit into Esping-Andersen's categorization. Ferrera includes
Southern European countries, Spain, Portugal, Greece, and Italy in his model by mainly

focusing on these countries' political and institutional structures. ’

The Southern Model, according to Ferrera, still relies on traditional welfare systems and
cannot establish a modern state in a Weberian sense, primarily due to their different

styles of state administration. Therefore, particularly with neoliberal restructuring, public-

7 Turkey is suggested to be discussed in this category (Bugra and Keyder, 2006; Griitjen,
2008). Another category was also suggested for East Asian countries (Lee and Ku, 2007).
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private relationships have not been well established, which resulted in a clientelist
welfare model. To illustrate the Southern Model, Ferrera uses the term clientelist welfare
model, based on the notion of “stateness” that refers to state penetration in the welfare
sphere. According to Ferrera, Mediterranean welfare states have a “low degree of state
penetration of welfare institutions” and “high vulnerability to partisan pressures and
manipulations” (1996: 25). He defines the difference of these countries as follows:

(T)he south European welfare state is characterized by a peculiar mode of
political functioning which distinguishes it not only from the highly
homogeneous, standardized and universalistic welfare states of northern Europe
but also from the more fragmented continental systems. The social policy
institutions of Italy, Spain, Portugal and Greece may formally resemble those of
other, ’corporatist’ (and Catholic) countries; however, the ’sociopolitical
etiquette’ which inspire their functioning is hugely different. Welfare rights ...
rest on a closed, particularistic culture and on a ’soft’ state apparatus, both still
highly imbued with the logic of patron-client relationships which has been a

historical constant in this area of Europe (Ferrera, 1996: 29).

Wood and Gough (2006) follow similar thinking and conclude that the primary problem
in the Global South is the lower capacity of poorer states in terms of pursuing better
welfare rights. According to them, “states in poor countries have problems of legitimacy
and that well-functioning labor and financial markets are not pervasive” and “that these
problematic conditions limit the capacity of the state to act in a compensatory way for the

inequitable outcomes of the market in highly unequal societies.”® Similarly, by building

8 Wood and Gough (2006) diagnose these welfare systems as clientelist and propose
using the concept of declientelization for the developing countries because Esping-
Andersen's decommodification concept can only be applicable for advanced capitalist
countries. In their own words, the term “is deliberately etymologically constructed as a
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upon different comparative work cases, Glatzer and Rueschemeyer (2005:207) conclude
that in middle-income countries, "[domestic] politics make a decisive difference for the
consequences of economic globalization for social policy in a given country." According
to them, some of the major political factors affecting welfare systems can be summarized
as the degree of democratization, the state's (in)capacity for policy innovation, less
powerful labor, and an unsustainable pattern of previous welfare mechanisms. Therefore,
the expansion of welfare systems among developing countries can be explained to the
extent of their democratization, labor strength, and state capacity to implement necessary

welfare mechanisms.

There is no doubt that studies explaining the differences and commonalities have
enlightened particular aspects of newly emerging and transforming welfare system
groups. However, including the transition of welfare systems that have not been
considered advanced welfare systems into a global categorization resulted in focusing on
the state incapacity of the nonadvanced systems. Moreover, as Abrahamson (2000)
argues, the "welfare modeling business" has turned into unfruitful clustering work since
much effort has been put into explaining the outliers and trying to identify new clusters.

Powell and Barrientos (2011), referring to Esping-Anderson’s work, find it ironic “that a

conceptual alternative to decommodification. It refers to the process of delinking client
dependents from their personalized, arbitrary and discretionary entrapment to persons
with intimate power over them.” Although the terminology they offer may seem to be a
unique suggestion, the scholars’ proposition to overcome the problems in welfare rights
in poorer countries are extremely generic to have any practical results. They argue, for
example, “a social policy agenda in poor countries has to include converting the elite’s
objective interest in, and frequent desire for, public goods into the corresponding public
action to deliver them. In other words, it needs to pursue a regime change, in which the
elite’s correlative duties are expanded in response to the rights claimed by others.”
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work aiming to lay bare the theoretical substance of welfare states has led to a largely
atheoretical debate.” I should also add this focus to national "capacities" results in
ignoring global political and economic changes and enforcements in the developing

world.

Contrary to the national focus, another angle within the literature has been international
politics rather than domestic politics. This perspective is partly able to move the
discussion to global political-economic issues. The starting point of these studies is that
international economic and political organizations have increasingly addressed social
policy issues, especially after the post-Washington Consensus. One of the most cited
scholars studying the globalization of social policy in the developing country context,
Deacon (Deacon et al., 1997), argues that international organizations need to be given
more attention to explaining the transformation of welfare systems or changing social
policies. Accordingly, "because social policy's analytical frameworks have derived from
work on economically privileged North and West welfare states they have tended to
downplay the importance of background institutions like the IMF and the World Bank"

(ibid:2).

Putting forward the need to understand the impact of international politics is convincing.
This kind of need arises more explicitly when the developing world is considered since
international organizations, and developing countries are so connected that no study
about the political economy of a developing nation can ignore the relationship. Many

studies informed by this perspective have examined different international institutions
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and different country settings. For instance, focusing on international actors, particularly
the EU and OECD, Ervik et al. (2009) attempt to examine how important international
actors are in national policy-shaping in the context of EU and OECD member countries.
Deacon (2007) conducted another study in which he reviewed the social policies of
organizations. He examines the World Bank, IMF, WTO, OECD, and UN agencies
individually. In other studies, the focus has been directed to international interventions in
different regions, such as southeast Europe (Deacon and Stubbs, 2007), Africa, Asia, and
Latin America (Deacon, et al., 2010). When similarities and differences are considered in
each case, it seems that at least two important conclusions would be possible. First,
different international actors are "competing to shape the social policy of the region."
Second, "where the economy and the state have been weaker (even taken over as a
protectorate) and where 'civil society' or the 'public sphere' appears less active, then the
role of international actors has been that much stronger" (Deacon and Stubbs, 2007:226).
As we shall see, policy transfer from the IMF and the WB also characterized the policy
changes in Turkish history, especially when a neoliberal structural agenda was secured

after the 2001 crisis (Dorlach and Savagkan, 2018; Sener, 2015).

2.2.4. A critical assessment

Both the literature focusing on structural transformations and the literature focusing on
political-institutional factors explaining the post-1980 transition have significant
contributions. However, in terms of structural factors, mature welfare state cases tend to
dominate the literature. On the other hand, the scholars who contribute to the literature on

middle-income countries mainly limit themselves to determining different welfare regime
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categories based on the idea that comparative studies should include other parts of the
world. It is difficult to see the clarity of the theoretical approaches before the
transformation in the approaches after the transformation. In general, it seems that
theoretical perspectives are blended. The fact that complex processes have been
experienced in all countries of the world and the economic restructuring experienced after
1980 may have also invited a theoretical mix. However, for middle-income countries, the
approaches mostly tend to emphasize political-institutional factors. Studies that connect
the fact that a strong welfare regime has not developed to the cause of state incapacity
and that examine the impact of the global social policy agenda set on middle-income
economies constitute two crucial parts of the literature dealing with political-institutional

factors.

An important conclusion emerges, | suggest, after critically examining the studies on
social policy transformations after 1980: Neo-Marxist theories that try to explain the
connection between social policy and the transformation of capitalist production
relations, which seem to disappear from the theoretical debates, need to be revived. By
acknowledging that the increase in public expenditures is structurally different from the
welfare state regimes, social policy needs to be evaluated together with the capital
accumulation processes and the changes in these processes to understand the policy
transformation as a common result of both economic restructuring, the response of the

state and political-institutional factors changing with this restructuring.

When considering the neo-Marxist explanations of welfare systems, it becomes clear that
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one of the most critical aspects of Marxist social policy studies is to contextualize the
complex social policy-making processes within the capitalist mode of production.
Lavalette (1997:97) suggests that earlier Marxist explanations have mainly talked about
four pressures through which social policies are shaped: a) the structural needs of the
system; b) capitalism and the bourgeoisie's need to obtain legitimation; ¢) the demands of
the working classes; and d) intraclass conflict. By looking at this basis created by Marxist
theory, it is possible to make more comprehensive interpretations of the social policy
formation process, especially in late capitalist countries after 1980. As I mentioned
above, one of the most focused points of the literature examining social policy formation
processes in these countries is the active role played or expected to be played by the
capitalist state in policy formation and the impact of international social policy
conjuncture. In addition to the four pressures that Lavalette counts, I suggest adding the
following two pressures for middle-income countries: (1) the specific development of the

less advanced capitalist state and (2) the international policy framework.

The first of these additional pressures would help consider the complicated development
of less advanced capitalist states and accumulation strategies, whether we engage in a
welfare regime modeling business or not. These complex developments are very
dependent on structural needs, as Jessop suggests. However, we should also acknowledge
that legitimacy issues for the capitalist state, different power dynamics, and weaker labor
power differentiate the policy formation processes for these countries compared to less
advanced countries. Putting forth and evaluating these differences can form a whole

together with the country-specific analysis that each study will make. The second is also
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a strong pressure that should be analyzed for every less advanced capitalist country. The
relations of states with international economic and political organizations and how they
position or have to position themselves according to the transnational social policy
paradigm are essential parameters. In short, there are many intertwined processes that we
need to consider when examining today's policy formation processes, which can be

relatively complicated for less advanced capitalist countries.

As I will try to elaborate in Chapter 3, acknowledging the above complexities for less
advanced capitalist countries is of great importance. This acknowledgment, I argue, will
provide explanatory power as long as we bring back the fundamental underpinnings of
the Marxist theory on welfare regimes into our questioning and consider the recent
transformations based on this critical perspective. Considering that there is no academic
integrity regarding the studies on late-capitalist countries' state of articulation with the
world economic system and the dynamics that shape this process, the example of Turkey,
which we will examine in this study, will serve to understand the process better.
However, we should also complete the picture by looking specifically at health policies

and reforms, in line with the particular purpose of this study.

2.3. Understanding health policies in developing countries

2.3.1. The history of health policies
As one of the major social policy areas, health care comprises several different
production and labor processes. Although it is mainly considered a service industry, it is

also linked to various production industries, such as pharmaceuticals, medical
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technology, and even construction. Lister (2007:12) defines the health care industry as
probably the world's largest single industry, equivalent to a tenth of global GDP.
However, in addition to being an ever-expanding industry, health care has always
constituted a field where state-society relations have been shaped. In other words, it is
one of the most regulated sectors in all developed countries despite different types of

health systems.

The earliest example of the governments' systematic and planned involvement in public
health is seen as Bismarckian social reforms of the 1880s started by Bismarck in
Germany. Establishing a series of compulsory insurance programs for workers in
Germany, Bismarck started a policy debate, which disseminated across Europe and the
Americas. It was about helping workers by creating state-run and state-subsidized

schemes’ "

when market incomes were interrupted by old age, ill health, or
unemployment" (Skocpol, 1995:160). Only 40 years before these discussions, in
England, at the epicenter of industrialization, the physical health of most of the
population was very poor, infectious diseases were prevalent, and people ate

contaminated food. This situation worsened when the masses migrated from the

countryside to the cities. In fact, in Liverpool in 1840, the average life expectancy of

9 Briggs (1961: 249) warns that Bismarck's this decisive policy was actually a move to
prevent the further strengthening of the economically and socially stronger working class.
Accordingly, "Bismarck was anxious to make German social democracy less attractive to
working-men. He feared "class war" and wanted to postpone it as long as possible." He
also quotes Bismarck who argued that that “if the state would only show a little more
Christian solicitude for the working-man, then the social democrats would sound their
siren song in vain”.
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working-class children was 15 years, while it was 35 years for upper-class families (Leys,

2009).

Rapid industrialization and urbanization were considered the most important factors that
pushed governments to intervene in public health issues. The physical and social
reproduction of working classes started to be a concern for governments. Most epidemic
diseases led to tragic increases in mortality in industrial cities in the mid-1800s.
According to Fraser (2009), only a sudden cholera epidemic could mobilize state action.
It was, of course, not only the working classes that were affected by cholera. As a water-
borne disease, cholera "attacked all, notably the middle classes with their water supplies
and struck fear into the hearts of the governors" (ibid:73). In this period, developments
concerning public health were mainly related to preventing the spread of epidemic
diseases (Fraser, 2009; Panitch and Leys, 2009). Due to various preventive measures, life
expectancy and general public health experienced a significant improvement that was
unprecedented in human history. By 1950, the average life expectancy in England had
risen to approximately 70 (Leys, 2009). As Leys (2009) puts it, this improvement resulted
from the sanitation movement beginning in the 1870s. The governments' role had been to
improve the economic and environmental factors that had serious impacts on public

health.

In the first half of the nineteenth century, countries throughout Europe witnessed similar
epidemic diseases, poverty, and urbanism, pushing many European governments to take

measures. However, it is essential to note that the impacts of these problems on societies
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and their influence on governments vary greatly. For example, while in United Germany
after 1871, the state program for health reform was already extensive, French
governments enforced little systematic or comprehensive state action until later decades
(Porter, 1999). After the sanitation movement, the second phase of social policy in health
was the welfare state movement after World War II. Coinciding with advances in medical
science, health policies in welfare states evolved into "health care systems." The welfare
state era in advanced capitalist countries was characterized by the more direct
intervention of the state and public spending on health, eventually constituting

approximately 20 percent of state budgets.

The expansion of health care systems within welfare states throughout Europe, however,
has never been uniform. Although each country's case can be regarded to have a different
form of a health system, it is generally accepted in the related literature that these systems
have two roots that differ in their resource generating models for health funds. One is the
model of Bismarck, who introduced social insurance in the nineteenth century.
Bismarck’s compulsory health care system includes contributions that are deducted
automatically from salaries along with contributions of employers and the state. The
other model, named after Beveridge, who reorganized the British welfare system after

1945, depends on funds from the state's tax revenues.

While the Bismarckian model primarily expanded in continental Europe, the Beveridge

system was adopted in Britain and Nordic countries. It is again important to remember

that each country has had its own version of these systems. However, for each case, it is
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possible to say that there was, in addition to securing the wellbeing of citizens, a
redistribution concern to some extent, as higher income means higher taxes and higher
social insurance contributions. The state's role has been critical in terms of taking
responsibility and expanding access to health care. European states expanded their
commitment by introducing supply plans, research funding, education for medical
professionals, control of medical standards, and, more importantly, by extending health

care funding (Hermann, 2009:126).

On the other hand, the development of health care does not follow a historical trajectory
on which a systematic picture can be drawn for so-called developing states. However,
many of them shared the tendency to cover urban, active, and predominantly public and
formal sectors. The shares of government expenditures have also been much lower than
in European countries (Sen and Koivusalo, 1998). There were also other structural
differences. For instance, since the preventative mechanisms had not been developed as
they did in European countries, diseases that spread in developing countries evolved

differently and generally more seriously (Agartan, 2015).

Moreover, access to health care has been problematic; infrastructures for health services
have been insufficient; the most critical health institutions were limited to large cities
(Belek, 2014). In fact, public spending on health was concentrated in cities, although the
population was still concentrated in rural regions until the recent mass urbanization
processes started in the 1960s and 1970s. This situation also led to the fact that majority

of rural populations had no access to health coverage (Bugra and Keyder, 2006). An
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exceptional trend of the 1970s should be acknowledged here by reminding that some
governments in Asian and African countries had to respond to universal health coverage
demands from anti-colonial and revolutionary movements. This demand could be met
only by the rapid creation of a government health service (Bloom et al., 2008). However,
for developing countries in general, the state has never reached the Keynesian state's

dominant role in advanced capitalisms.

2.3.2. Health reforms after the 1980s

The second paradigmatic change affecting health policies was the ending of well-known
welfare state systems and the beginning of neoliberal reform packages, starting with the
1980s. The major restructuring of the state has been almost global, although the existing
structures were different. The shift from Keynesian to Schumpeterian aims and modes of
intervention, as Jessop (2002) identifies, characterizes the neoliberal change in
developing countries as well. An early report of the World Bank suggesting a reform plan
can be considered a summary of transformations. The 1996 report proposes four main
policy reforms for developing countries: 1) charging users of government health
facilities, 2) providing insurance or other risk coverage, 3) using nongovernment
resources, and 4) decentralizing governmental health services (Mehrotra and Delamonica,
2005). Despite some retreats from the global policymaking circles after the 2000s due to
unexpectedly harsh consequences of neoliberal reforms, these four main points still
reflect the major characteristics of the intended changes in health care after the 1980s'

state restructuring.
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Unlike advanced capitalist states, health reforms in developing countries have been
implemented chiefly under the rubric of structural adjustment programs (SAPs). Based on
these programs, health care reforms after the 1980s have tended to include changes
concerning the financing and organization of health services. Although economic
restructuring and state reorganization have shown differences in implementation in
different country contexts, the central tendency has been to establish a pro-market
character in the reform processes. However, it is not the case that the reforms have turned
health care systems into totally private systems where states have no regulatory power.
However, despite the differences, the most characteristic feature of health care reforms in
developing countries is their pro-market inclination. The dominant policy paradigm
promoted by international institutions, especially the World Bank, established this
common tendency. Merging social insurance funds originally established for different
occupational groups (by claiming to overcome inequality problems), introducing a
purchaser-provider split, which means separating the payer and provider of health care
services (by claiming to achieve cost-effectiveness), introducing user charges, and
increasing the role of the private sector can be counted among the most common

elements of the mentioned policy paradigm.

Two important trends concerning the content of health care reforms in developing
country cases, as Yilmaz (2014) points out, are worth mentioning. Most of the Latin
American reforms and Turkish reform share a politically secretive process while
implementing the reforms. It means that nongovernmental organizations and trade unions

have not been included, at least formally, in the policy-making processes. Second, along
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with the Latin American cases, the developing country cases in Southern Europe and East
Asia also seem to be implementing passive (or incremental) privatization while
increasing the private sector's role in their health care systems (ibid:113-114).
Exemplified mainly by the increasing numbers of public/private partnerships (PPPs), the
incremental privatization process entails a shift in favor of the private sector. It
incorporates a public/private mix of service provision and financing, different than the
total sale of public health care facilities or leaving the health insurance market entirely to

the private sector.

As mentioned before, compared to early capitalist countries, developing country
governments have not reached high levels of government spending on health care. In sub-
Saharan Africa, the share of the government budget allocated to the health sector fell
during the adjustment period in many countries (Sen and Koivusalo, 1998:203). There
have also been several studies documenting that the overall improvement in health status
slowed down since the early 1980s due to rising inequalities in the distribution of income
and resources (ibid:205). However, certain developing countries have shown a tendency
to increase public healthcare expenditures and have achieved universal coverage.
Although they are still much lower than the OECD average, the total government
spending on health care as a percentage of GDP tends to increase in countries such as

Chile, South Korea, Colombia, Mexico, Turkey, and South Africa, as shown in Figure 3.
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Figure 3. Health spending (government, compulsory, % of GDP), in Chile, South Korea,
Mexico, Turkey, 1980-2018
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Source: OECD (2020), Health spending (indicator). doi: 10.1787/8643de7e-en (Accessed
on 06 July 2020).

Among them, Korea, Mexico, Colombia, and Turkey have achieved universal or near-
universal coverage of health care costs, similar to the majority of OECD member

countries except for the United States, Greece, and Poland.

This kind of expansion in public health spending may be considered similar to the state's
earliest responses to public health problems. Bugra and Keyder (2006:216) argue for
Turkey's case, for example, "with deruralization and urbanization ... the prevailing reality
became that of the informal and sporadically employed urban worker, for whom
employment status could not be counted upon to lead to stable social security coverage".

Accordingly, the informal sector's enlargement due to post-1980 state reorientation in
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Turkey toward a development strategy with less state intervention left the urban poor
with no health coverage, which only those employed in formal sectors received.
Governmental attempts to put universal coverage on the policy agendas, in that sense, can
be read as an inevitable step toward answering the needs of "new poor" who were never
employed in stable jobs with social security or had lost these. The number of people who
had no health security before and were covered after the transformation in Turkey was

5.5 million (Soyer, 2009).

However, although this kind of expansion may signal a structural need, it also comes with
certain political decisions toward transforming traditional health care policies and
protection. We should note that, as many scholars identify, government policies do not
necessarily reflect a general concern about public health to reduce the social causes of ill
health (Leys, 2009; Belek, 2014; Mackintosh and Koivusalo, 2005; Hermann, 2009). For
instance, although it might be expected that an epidemic such as HIV would force
developing country governments to increase their spending on health, there is no
evidence to suggest this, according to a study analyzing the databases of WHO and IMF
(Lu et al., 2010). Additionally, according to a very recent IMF database, the percentage
of additional spending (as % of GDP) due to the COVID-19 pandemic in the health care
sector and related areas in middle-income countries is relatively low. While this
additional expenditure is approximately 15 percent of GDP in advanced capitalist
countries, it is roughly 4 percent in middle-income countries. Moreover, interestingly, the

countries with the lowest additional health expenditures among middle-income countries
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are Mexico, Argentina, and Turkey.!'® The public health spending analysis suggests that

any health crisis does not trigger a trend of increase in health care spending.

Moreover, it is not possible to say that since the 1980s, responding directly to
contemporary capitalism's changing social relations and their impact on public health has
been on states' political agenda. As Leys (2009:9) argues, "even such modest measures as
making taxation less acutely regressive, reducing class size in schools, or reducing the
precariousness of work — all such state-dependent measures which could improve the
health of the least healthy sectors of the population have had low priority, whatever the
political rhetoric, while inequality has inexorably grown." Working conditions that are
considered among the most important determinants of public health do not show
considerable improvement. The ILO reports that global unemployment rates are expected
to increase mainly due to deteriorating labor market conditions in emerging countries.
"Significantly, almost half of all workers in emerging countries are still in vulnerable
forms of employment, [i.e., own-account work and contributing family employment], and
almost four out of five workers in developing countries are in this employment category"

(ILO, 2017).

2.3.3. Health policies and populist politics

10 IMF, Fiscal Monitor Database of Country Fiscal Measures in Response to the COVID-
19 Pandemic. Available at: https://www.imf.org/en/Topics/imf-and-covid19/Fiscal-
Policies-Database-in-Response-to-COVID-19
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After the 1980s restructuring in developing countries, one major discussion on health
policies has focused on emerging populism debate as a more refined follow-up of the
"politics matter" approach in social policy literature. This debate has been hugely
influential in contemporary policy discussions, including the literature on Turkish reform.
Thus, I would like to refer to this populism discussion briefly before concluding this
chapter and attempting to detail a political economy approach based on the conclusions

of the literature review.

The Mexican poverty alleviation program associated with the Salinas governments and
the Turkish welfare policy transformation, including the Health Transformation Program
associated with Erdogan's government and later his presidency, constitute good examples
of populist politics. First, the National Solidarity Program, known as PRONASOL, is
considered a response by Mexican President Carlos Salinas de Gortari to the threat of
leftist votes merged under Cuauhtémoc Cardenas Solérzano’s PRD (Party of the
Democratic Revolution). A strong advocate of the neoliberal approach, Salinas
confronted opposition in the shape of leftist candidate Cardenas, and his solution to
undermine the left's votes was to implement the market-friendly program PRONASOL
(Bruhn: 1996:152). The program was considered "valuable" by international financial
institutions such as the World Bank and IMF and designed to promote "competitiveness
and productivity by improving the ability of the poorest to participate economically."
Moreover, PRONASOL specifically targeted public policy areas that are the most visible
to the public, such as school repair, clean water, and improving health clinics (ibid:155).

The health program of PRONASOL increased the number of health clinics by 33 percent
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in 3 years (1988-1991) and incorporated 1.4 million people under its coverage (Dresser,

1991:7).

This populist social program is known to have political objectives rather than idealist
objectives. As Morris (1992:33) explains, the program "emerged as a powerful electoral
device by which social expenditures can be made to wax or wane depending upon the rise
and fall of support for the PRI [Institutional Revolutionary Party] and/or its election
forecasts." One of the first moves of the program, for example, was to invest in Salinas'
opposition in Cardenas' home state, where Cardenas' votes were far more than Salinas'. A
93 percent increase in public investment was documented in this state within one year
(ibid:33). Similarly, Bruhn (1996:157) argues that the main motive of PRONASOL was
"to consolidate political support by buying off a section of the electorate." Bruhn supports
this argument with his statistical analysis, finding no significant correlation between the
government's spending for a specific region and the economic conditions of the region. It
means that the government does not necessarily allocate its social funds according to

people's welfare needs.

The other case exemplifying that neoliberal social policies are used as populist tools is
the transformation in the Turkish health system. This transformation is highly associated
with AKP governments and particularly with Erdogan. Erdogan's emergence as a populist
political leader was facilitated by the 2001 financial crisis that had severe social
consequences and the political turmoil that included a problem in political representation

and the legitimation of previous governments. Similar to the Mexican case, targeted and
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neoliberal social policies expanded during the AKP era. Erdogan’s policies and populist
hegemony targeted the population whose fortunes had been worsened by neoliberal

policies, 'the long-neglected groups.'

For the Turkish case, the health sector is the most visible social policy area to observe
populist politics, and this case will be discussed in more detail in the next chapter. The
increase in health spending in the state budget and the health benefits that have visibly
targeted the 'long-neglected poor sectors of the population are all associated with AKP
governments, more specifically Erdogan himself. One of the main reasons for the real
increase in health spending is the increase in the budget allocated for “green cards”
provided for those who have no social security to cover basic health coverage (TEPAYV,
2008). Moreover, the fact that green cards also cover medicine expenses is an important
criterion for the poor to "appreciate" the benefit (Bugra, 2008:234). Since universal
health insurance began in 2003, the proportion of the population covered rose from 70
percent in 2002 to 83 percent in 2010 (WHO, 2012:118). Coverage among the poorest
segments has also expanded. In 2003, only 24% of the poorest deciles had health
insurance, whereas, by 2008, 82% of the poorest deciles had coverage (Agartan,

2012:464).

One of the most cited scholars for his studies of the relationship between neoliberalism
and populism, Weyland suggests that strong popular support for neoliberal reforms,
especially in Latin American countries, is a big surprise. The reason is that the earlier

theories of populism associated the concept with “nationalist, inward-looking economic
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policies” (Weyland, 1999:379).!! The prominent cases challenging the already
established views for many scholars were Carlos Menem's (1989-1999) Argentina and
Alberto Fujimori's (1990-2000) Peru. Contrary to the expectation that poor sections of the
population would not support neoliberal market reformers since neoliberal policies hit
them the most, Menem and Fujimori showed "stunning political success" by supporting
the poorest sections of their populations (Weyland, 2003). This trend showed itself to
different degrees and at other times in various cases, such as Bolivia, Brazil, Venezuela,
Chile, Ecuador, Mexico, Israel, Indonesia, and Turkey (Aytac and Onis, 2014; Bruhn,
1996; Demmers et al., 2001; Dresser, 1991; Filc, 2011; Moftitt and Torney, 2014;

Phongpaichit and Baker, 2008; Weyland, 1998).

Therefore, given the “unexpected” developments in political arenas, the alliance of
populism and neoliberalism called for a new definition or a new approach for populism.
Weyland’s definition has been one of the most popular definitions among scholars who
study contemporary forms of populist movements and leaders/parties in various

developing countries. For Weyland (1999:381), populism is a "political strategy" with

' Early analyses of populism mostly deal with the classical populist era in Latin
American countries, characterized by Peron in Argentina, Cardenas in Mexico. Kenneth
M. Roberts (1995) identifies four different approaches to populism: 1)
historical/sociological perspective associating the emergence of populist tendencies to the
import substitution industrialization era, 2) economic perspective that relates populism
with economic policies of states, mostly in the stage of import substitution
industrialization when the economic growth allowed for redistributional policies, 3)
populism as an ideology that associates populism with an ideological discourse that
specifically builds upon a contradiction between "the people" and "the power bloc," 4)
political perspective that focuses on the mostly paternalistic relationship between the
populist leaders and the masses through and as a result of deinstitutionalization of
political authority and that is mostly used to define neopopulism.
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three characteristics: "A personal leader appeals to a heterogeneous mass of followers
who feel left out and are available for mobilization; the leader reaches the followers in a
direct, quasi-personal manner that bypasses established intermediary organizations; if the
leader builds a new or revives an old populist party, it remains a personal vehicle with
low level of institutionalization." Weyland also links populism and neoliberalism in terms
of their common characteristics and dependence on each other. He suggests,
"neopopulism and neoliberalism share an anti-status-quo orientation, and anti-elite
discourse and a transformatory stance." Moreover, "to effect such a transformation,
neoliberalism needs to rely on concentrated political power," namely, neopopulism

(Weyland, 2003:1098).

One of the interests of scholars of populism is the factors leading to neopopulists’
subsequent electoral successes. Weyland talks about, albeit not systematically, an
observation that can help us understand contemporary populism in developing countries:
the mass support for neopopulist politics comes mainly from the poorest sections of the
population. Neoliberal reformers use neoliberal benefit schemes, prescribed mainly by
international financial institutions, to strengthen their mass support. The neoliberal
strategy allows populist leaders to institute targeted social programs such as targeted anti-
poverty programs to extend social benefits to the long-neglected segments of the

population.

Accordingly, a general populism definition in health care can be based on the

presentation of health reforms by populist governments as reforms that will benefit the
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most neglected segments of society who had been excluded from the social security
system. According to this explanation, populist governments utilize ill-developed health
care systems and gain popular support by reforming the exclusionary health system. In
fact, the most critical and underlined argument of the literature interested in linking
current populist policies in developing countries and healthcare reforms is that the
governments in question have mostly succeeded in implementing policy reforms

targeting the excluded.

Before the reform initiatives, the Turkish health system was mainly defined as a
fragmented and hierarchical system in which the hierarchy was based on employment
status (Agartan, 2008). Thus, a considerable portion of the labor force in the informal
sector and agricultural workers were excluded from the system. Moreover, because of the
hierarchical system, benefits varied considerably for those included in the system. While
civil servants were privileged within the system, workers and self-employed (those
paying into the insurance program) had to live with lower health care benefits. Similarly,
the urban labor force and civil servants benefited from better health care protection in the
Mexican welfare system. The dual health care system did not exclude the poor and those
in the informal labor force but included the formal labor force by a well-funded social
security system, while others were included in the poorly funded public system. Along
with the problems brought by the hierarchical system, it was mostly the Mexican
economic crisis that started in the 1980s and left the most impoverished sections in
deprivation, which led the populist government to respond (Brachet-Marquez and

Sherraden, 1994; Laurell, 2007).
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How successful populist policies have achieved their objectives is undoubtedly
challenging to measure, considering that the policies implemented and political purposes
become complex and varied over time. However, the literature arguing that these health
reforms are tools of populist politics shares the idea that they are at least one essential
element that provides or increases widespread support for populist governments. The fact
that the AKP government in Turkey is still in power and the PRI in Mexico secured most
of the previously lost votes from the targeted population can be given as evidence of the
electoral success of the populist health reforms. Furthermore, according to the Turkish
Statistical Institute's data on health service users, while user satisfaction was 39.5 percent
in 2003, before the transformation, the rate increased to 75 percent in 2013 (Erol and
Ozdemir, 2014).'? These facts, in brief, suggest to us that the expansionist tendencies in
developing countries may be attributed to the rise of populist politics, which has a

considerable impact on the political scene and political relations within the countries.

However, populism explanations necessarily draw on a form of randomness about the
emergence of a leader who has populist characteristics. Although later attempts in the
literature tend to emphasize populist politics as a method to come to and stay in power,
most of the core questions of the approach remain within the limits of understanding the
specific political actors and their personal and political characteristics. Finding common

characteristic features in different political actors may help define who a populist

12 However, some critical studies suggest that satisfaction surveys carried out by the
Ministry of Health are not based on a conceptual framework, cannot be generalized to the
society, and therefore are potentially manipulated (Ocek, 2014).

65



politician is or what (neoliberal) political populism is. However, it has limited power in
explaining the emergence of populist politics with changing international political
schemes. Analysis of contemporary individual cases of political populism could turn into
a solid "trend" argument only by interpreting these cases within the global policy
paradigm. The influence of international actors and institutions on developing
governments' decision-making process may vary from economic sanctions applied for
policy reforms (structural adjustment programs) to policy learning or transfer (policy
recommendations of international organizations). This influence is one of the core
questions of another vast literature dealing with the degree of autonomy of the decision-
making processes in developing nations (see Arrighi, 1990; Barnett and Duvall, 2005;
Mann, 1997; Robinson, 2004; for health policies, see also Price et al., 1999; Ruger,

2005).

Moreover, the neopopulist tools of obtaining and maintaining political power also need to
be addressed in relation to their role in sustaining the neoliberal economic structure. In
fact, techniques of populist politics appear as the health system reforms that "included"
and satisfied the long-neglected sections of the developing country populations on the
one hand and as increasing privatization and capitalist investment in private health
institutions and pharmaceutical companies on the other. Considering the limitations of the
populist politics approach to explain the interest in health reforms, I will try to turn the
discussion to the political economy of health system reforms in the next chapter, which
may provide us with the ground to question the relationship between capitalist needs and

reform initiatives.
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2.4. Conclusion

The discussions on understanding social policies in general and health policies in
particular throughout this chapter involved two major subdiscussions: explaining welfare
system transformations after the 1980s and contextualizing these transformations in
developing countries. This chapter showed that public social spending after the 1980s did
not decline as expected, and a trend of increase is visible, especially for some middle-
income economies. Therefore, a closer look at the statistics shows that the states tended
to invest in health policies in some developing country contexts, including Turkey. This

trend calls for some possible explanations.

Around these major points, this chapter dealt with reviewing the literature on social
policies and health policies. To have a broader look at the literature, I started with early
theoretical approaches, including neo-Marxist, institutionalist, power resources, and
social-democratic approaches, understandably focusing on welfare states. However, these
scholarly discussions experienced a turning point with neoliberal transformation. The
discussions were no longer about the role of the welfare state but what is happening to the
welfare state we know. This rupture brought two major inclinations different from the
earlier approaches to the post-1980 literature. Structural explanations include significant
contributions analyzing the structural changes in economies that necessitated different
welfare regimes. However, they are usually inclined to study developed economies. On
the other hand, political-institutional explanations are tempted to make categorizations
informed by Esping-Anderson’s approach. This tendency results in a welfare-modeling or

comparison exercise in which analyses focus on ambiguous determinants such as
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democratization and state capacity. A more global perspective in political explanations
focuses on the role of international institutions in determining national policies. Although
this perspective is a must for analyzing developing economies, the related scholarships
have limited space to incorporate the specific structural changes brought by capital

accumulation strategies.

After reviewing the mentioned discussions, this chapter offered to revisit the earlier
Marxist explanations for the role of the welfare state and attempted to draw a more
comprehensive framework for developing economies. This framework could also be
applied to health care policies, specifically. Marxian inspired analysis would focus on the
production of health through the formation of a capitalist healthcare industry and
recognize the way these have been produced through struggle and conflict (Collyer,
2015:10). Based on the fundamental underpinning of the Marxist explanations, which
contextualize the complex social policy-making processes within the capitalist mode of
production, to understand the post-1980 social policy transformations in late capitalist
countries, we should consider several and intertwined pressures through which social
policies are shaped: the structural needs of the system; capitalism and the bourgeoisie's
need to obtain legitimation; the demands of the working classes; intraclass conflict; the
specific development of the less advanced capitalist state; and international policy

framework.

In terms of health policies, it can be said that they denote a vital arena in state-society

relations since the systematic intervention of the state in public health issues started in the
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late 1800s. This intervention became more direct with welfare states, and the literature
became interested in defining “health care systems.” The restructuring after 1980 was
also a turning point for this arena, mostly because of the trend toward market-oriented
health policies. However, despite the neoliberal agenda, the expansion of public
expenditures and universal coverage aims are worth discussing. The post-1980 political
explanations in the social policy literature showed themselves as neo-populism
discussions when health policies are considered, especially for certain country cases,
including Turkey. However, populist politics discussions fall short of explaining
structural factors, why local actors are that important, and how populism finds its way in

some societies but not in others.

At the end of this literature review, it became clear that a more detailed perspective
should be developed on health policies and the transformation in health policies, which
will be the focus of this study. Understanding the post-1980 health care system and its
organization must start with understanding the context in which the transformation
occurs. Therefore, health policies should be defined and analyzed together with the
holistic relationship of society's political and economic system. The following chapters
will focus on a single country case. Still, it is necessary to develop an inclusive
perspective, dealing with the complicated political and economic contexts, especially for
developing country cases. The next chapter will evaluate these contexts more closely and
try to create a political economy framework for health policies and health transformation

in developing countries.
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CHAPTER 3 TOWARDS A POLITICAL ECONOMY OF HEALTH POLICIES

3.1. Introduction

An attempt to develop an inclusive perspective to study health policies and recent health
reforms necessarily calls for many economic, political, and historical dimensions to be
considered together. The previous chapter concluded that there is a need to understand
health policy formation and changes by incorporating several different forces shaping
policy outcomes. The influence of the earlier accounts explaining the mature welfare
systems in the pre-1980s literature has understandably been significant for later social
policy studies. However, the neoliberal political and economic turn after the 1980s
shifted the discussions at a greater pace. As the influence of the neoliberal agenda in the
scholarly debates and the policymaking circles propagated through international
institutions has upsurged, the major theoretical approaches before the 1980s questioning

the role of welfare systems, in general, have lost their influence.

The complexity after the 1980 turn in policymaking and the actors in the scene in
developing countries deserves a macro view. As I tried to focus on in the previous
chapter, adding the international policy framework, which played a very influential role
in policy formation after 1980, and the development processes specific to late capitalist

states to the analysis will bring us closer to an inclusive perspective. Aiming to develop

70



such a perspective to contextualize the transformations, this chapter will first identify the
Washington Consensus as a social policy paradigm affecting social policy formation in
nearly the whole world after the 1980 turn. In order to complete the picture of health
policies specifically, the chapter will also critically examine the relationship between the
most important international organizations and health policies. Additionally, in terms of
understanding capitalist development, considering marketization processes and the state-
capital relationship after the 1980s and the changing role of the state in the health sector
will open a significantly comprehensive perspective. After reviewing related discussions,
this chapter will conclude by suggesting a framework for approaching and studying
health reforms from a political economy perspective. The need for such a perspective will
become more apparent when returning to concrete analysis. A careful examination of
theoretical understanding, historical context, contingency, and specificity of
circumstances is required to explain dominant situations, processes, events, actors, and
finally, outcomes. I will also apply this framework in the following chapters to examine

the Turkish health care transformation critically.

3.2. Washington Consensus as a social policy paradigm

A discussion on social policies and the policy formation process in developing countries
should consider the economic and political dependency of the developing world on the
developed world and its institutions. Thus, understanding the nature and characteristics of
social policy transformations in late-industrialized countries should start with
understanding the articulation of these countries into the global neoliberal economy. I

would argue that a political economy approach should attempt to understand economic
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incentives shaping the current international and domestic trends in social policies. The
Washington Consensus and its successor, the post-Washington Consensus, have critical

importance for developing countries.

By its name, the Washington Consensus refers to the ten "policy instruments" that
Williamson (1990) identified to deal with the debt crisis in Latin America. His aim was
"to set out what would be regarded in Washington as constituting a desirable set of
economic policy reforms." These reforms that Washington seems to agree on what
developing countries need can be summarized as follows: fiscal discipline to overcome
budget deficits, reductions in public expenditures (especially in subsidies, education and
health, and public investment), increasing tax revenues, market-determined interest rates,
market-determined exchange rates, import liberalization, liberalization of foreign
financial flows, privatization, deregulation, and securing property rights. The
"Washington" of this term, as described by Williamson, includes the top managers of
international financial institutions, "the economic agencies of the US government, the

Federal Reserve Board, and the think tanks" (Williamson, 1990:1).

It should also be noted that suggestions over social policy areas have usually been
correlated with the post-Washington Consensus rather than the Washington Consensus,
which focused on economic policy reforms (Saad-Filho, 2007; Stiglitz, 2008;
Abrahamson, 2010). Even by the earlier proponents of the Consensus, it was broadly

agreed that the reforms implemented after the Washington Consensus failed to reach the

72



initial aims as the poverty rates continued to increase in developing countries (see Narcis
and Stiglitz, 2008). The Consensus imposed neoliberal market reforms on developing
countries in the form of "structural adjustment programs." Bello (2012) writes that the
World Bank research unit attempted to systematically manipulate its published data to
show that neoliberal reforms promoted growth and reduced poverty in developing
countries. However, economic failures came to the point that the consensus could no
longer sustain the initial program. Thus, the post-Washington Consensus was introduced
as a "more democratic" alternative to the Washington Consensus (Stiglitz, 2008). It is
possible to say that the difference in this "democracy" is that it is seemingly more
socially concerned. World Bank's acknowledgment of the failures of the neoliberal
orthodoxy rendered the need to address the discontent by complementing market
orientation with a focus on the social dimension (Giiven, 2018). With the post-
Washington Consensus agenda starting in the 1990s, critical actors such as IMF and
World Bank began to focus on the importance of subsidies, education, health, and public
investment. The new interests of these institutions became poverty and governance issues

in developing countries.

Although the post-Washington Consensus adopted a slightly different discourse, it would
be an incomplete analysis to consider these two consensuses separately. Most of the
critical accounts on the Washington Consensus tend to agree that the post-Washington
Consensus is not yet another policy paradigm and does not represent a shift but has the
same logic with some minor differences (Bello, 2012; Babb, 2012; Fine, 1999; Porter and

Craig, 2004; Onis and Senses, 2005; Yalman, 2011). The core elements, fiscal
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enforcements, and liberalization of markets are common in both consensuses. As Gliven
(2018) defines, the PWC agenda was not a new paradigm but a paradigm expansion,
aiming not to replace but to complement the main plan. This paradigm as a whole
comprises not only economic policies but also social policies. The global framework with
the Washington Consensus aligned every economy within a liberal economic paradigm to
secure market relations. The agenda of PWC as an expansion with its boundless capacity
to incorporate policy novelties and refinements rescued the credibility of the Washington
Consensus. The agenda became the hegemonic player for international institutions,

academia, and many aid agencies.

The literature on social policies seems to be primarily influenced by the hegemonic pro-
poor discourses of international organizations. The political-institutional explanations of
the transformation of welfare systems that I reviewed earlier mainly adopt these
discourses, even if they question the "sincerity" of these conceptions from time to time.
The reflections of this hegemony on scholarly discussion reveal themselves by more
dialog suggestions for better and fair capitalist global governance. Therefore, it is clear
that the discourse on poverty alleviation has to coexist with neoliberal policies. The
discourse has been creating an increasingly hegemonic compromise both in academia and
the policymaking arena. For instance, Craig and Porter's (2003) study on the poverty
reduction strategies papers (PRSP) approach of the WB and IMF reveal that these
organizations have been references to "favor the technical and juridical over the political-
economic": "Very quickly, the PRSP process has become an imprimatur of policy

orthodoxy, an access requirement for institutional development assistance, and the entry
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point for a bewildering range of disciplinary 'good governance' innovations" (Porter and

Craig, 2004:389).

The (trans)formation of welfare systems in developing countries must first be explained
in such a transnational context directly influencing the policy formation processes in
country cases. "The absence of an integrated theory of the economics and politics of
public finance," as O'Connor (1973:5) writes, "has compelled economists to adopt an
almost metaphysical attitude toward government spending." His observation is still valid
not only for economists but also for sociologists and political scientists. Considering the
importance of the Washington Consensus for developing countries' policy regimes, using
the term Washington Consensus as a transnational policy paradigm instead of using
broader and perplexing concepts such as globalization and neoliberalization seems

adequate.

The idea of considering the Washington Consensus as a transnational policy paradigm
was suggested by Babb (2012), who was inspired by Hall's (1993) theory of policy
paradigms. According to her, the Washington Consensus has been treated by academics
(like Stiglitz (2002) and Rodrik (1997)) as an intellectual product by neoliberals;
however, it "was a transnational policy paradigm produced by both intellectual and
political forces. It was legitimated through economics scholarship but was also embedded
in the practices of two types of bureaucratic organizations: the national governments that

adopted the policy reforms and the international financial institutions that encouraged
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their adoption" (Babb, 2012:269). Babb suggests that considering the Washington
Consensus as a transnational paradigm would fill the insufficient attention given to

developing countries' policy (trans)formation. She writes:

"(...) The Washington Consensus was neither an economic theory nor a particular
list of reforms, but a transnational policy paradigm that was institutionalized at
two levels — within the governments that adopted the reforms and the IFIs that
encouraged them. The Washington Consensus was soon weakened by its own
internal vulnerabilities and changing intellectual and political circumstances.
However, it has not yet been overthrown by a competing paradigm, either at the

national or transnational level" (ibid:289).

Babb also argues that no transnational policy paradigm seems ready to replace the
Washington Consensus in the near future, but "a more heterogeneous international
regime that is less uniformly structured by transnational policy paradigms" (ibid: 291).
Accordingly, powerful emerging-market governments may sometimes have the means to
bargain with this transnational paradigm and financial institutions, which will require a

closer analysis of each case in terms of these bargaining processes.

Inspired by Babb's intervention, I also argue that we should think of the Washington
Consensus as a policy paradigm, which denotes a whole in terms of economic, political,
and social policy processes in developing countries. The term also acknowledges
different actors, such as transnational and national capital, powerful governments, and

international organizations, in international relations. The less uniform structure
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emerging in middle-income countries is also of great importance in case analysis. The
changed paradigm aimed to change the state-business relationship, suggesting or
sometimes forcing developing countries to adopt more pro-market but socially expanded
policies. Thus, the increasing role of the private sector in health and the expansionist
tendencies of the states operate together under the concerned global social policy
paradigm. Situating the health reforms in developing countries into this global political-
economic approach would allow us to continue analyzing the specificities of the country
cases. Each case has experienced a specific adaptation process shaped by specific

political and economic processes.

3.3. Washington Consensus organizations and health policies

Although the World Health Organization (WHO) comes first in mind for health care, as
this study referred to many times, WB and IMF have been prominent global actors. WB's
interest and strategic plans in health started to widen with the 1993 World Development
Report titled Investing in Health (Mooney, 2013). The report voiced a threefold approach

to health policy for developing countries; it envisaged the following:

(1) to foster an economic environment that will enable households to improve their own
health; (2) to redirect government spending away from specialized care and toward such
low-cost and highly effective activities such as immunization, programs to combat
micronutrient deficiencies, and control and treatment of infectious diseases; (3) to
encourage greater diversity and competition in the provision of health services by
decentralizing government services, promoting competitive procurement practices,

fostering greater involvement by nongovernmental and other private organizations, and
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regulating insurance markets (World Bank, 1993).

The policy suggestions of this voluminous report summarize the most important
strategies WB would take in global health. It was declared that the role of the WB would
be to support and promote the marketization and privatization process in health. The
approach also ensures that governments control poverty and related health crises so that
the marketization process proceeds smoothly. Throughout the years, despite its leading
position in policymaking, WB's policy advice has been confined to how to strengthen
regulatory frameworks, especially for public-private collaboration, financial
sustainability, basic infrastructure and "human resources," and how to control
governments using loans in these areas. Moreover, the political agenda behind the social
assistance programs and policy reccommendations of WB show that the Bank also targets

containing social unrest in developing countries (Gils and Y oriik, 2015).

Another important organization is the IMF. Similar to the WB, and perhaps more impact
on financial regulations, it became the most critical post-1980 organization to control
structural adjustment or economic reform packages, "inappropriate" government policies,
to develop the liberal economy. The IMF has been criticized for its direct and indirect
effects, especially on health expenditures, because of its programs' severe conditionalities
and fiscal tightening measures. According to critical studies, financial restrictions, which
are the standard policy of the IMF, have meant that the budgets allocated to the health

sector for developing economies are restricted and that long-term health investments
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cannot be made in developing countries. Rowden (2013) shows how these financial
restrictions prevented the activist steps from improving public health systems. IMF-
borrowing countries also ended up spending much less on health, and therefore IMF
operations have been more likely to have a negative impact on government spending on

health.

Although the studies conducted by the IMF's staff or supporters say that IMF has
positively promoted health expenditure (Clements et al., 2012), Moona (2017:45)
suggests that the results seem to be engineered for the purpose of self-preservation.
Stuckler et al. (2011) showed that "as found in existing studies, for each $1 of
development assistance for health, approximately $0.37 is added to the health system.
However, evaluating IMF-borrowing versus nonIMF-borrowing countries reveals that
nonborrowers add approximately $0.45, whereas borrowers add less than $0.01 to the
health system. On average, health system spending grew at about half the speed when
countries were exposed to the IMF than when they were not." In addition, the IMF, like
other international organizations, put conditions for changes in health in the agreements it
made with countries. For example, while the AKP government in Turkey presented a
letter of intent to the IMF in 2005, it promised to pass the laws regarding General Health
Insurance through the parliament. The government fulfilled this commitment in 2008, if

not in 2005 (Koray, 2020: 182).

Mooney (2013) adds the World Trade Organization (WTO) to the list while evaluating
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the impact of international organizations on health policies. TRIPS and other trade
agreements and relationships have significant links with powerful pharmaceutical,
insurance, and service corporations in health. As Price et al. (1999) put it, "multinational
and transnational corporations, including the pharmaceutical, insurance, and service
sectors, are lining up to capture the chunks of gross domestic product that governments
currently spend on public services such as education and health." This competition
environment bolstered by WTO has had negative implications on access to drugs and
vaccines globally. For instance, "75 percent of the world's population who live in
developing countries consumes only 14 percent of the world's drug supply" (Ranson et

al., 2002:29).

The most recent problem has been experienced with the emergence of international
inequality in access to vaccines in the COVID-19 pandemic. By late October 2021, while
62.79 percent of the population had been vaccinated with at least one dose in high-
income countries, the proportion was only 4.51 percent for low-income countries. This
inequality has been a result of the high financial burden of purchasing vaccines, for
which low-income countries have to increase their health care spending by more than 50

t.13 Despite the crisis, intellectual property rights have become a significant barrier

percen
to affordability and accessibility (Kumar Chattu et al., 2021). Attempts were made to

provide equity with demands such as temporary waivers or suspension of intellectual

property. Although in October 2020, India and South Africa's proposal for a temporary

13 Available at: https://data.undp.org/vaccine-equity/
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waiver of IP rights to COVID-19 technologies for the duration of the pandemic was
backed by 100 countries, it was blocked at WTO meetings by the UK, Japan, and EU
countries (Harman et al., 2021). The imbalance in the production of and access to health
needs is clearly worsened by the multilateral agreements and intellectual property rights

for corporate profits and financial incentives.

3.4. Increasing role of the private sector in health

The post-1980 turn and the global policy regime with international institutions promoted
health care marketization and privatization processes. The implications of these globally
promoted policies on different country cases constitute another vast body of literature in
policy analysis. Although the difficulty of measuring the consequences of health reforms
due to complexity is usually agreed upon, it is possible to discuss some common trends
according to the critiques of market-based reforms. In their study, Mackintosh and
Koivusalo (2005) conclude that commercialized health care has been a significant
outcome of reforms more in the middle- and low-income countries than in affluent
countries. They found that private health spending is higher in countries with lower
average incomes per head. In fact, "among rich countries, only the United States and
Singapore have private expenditure shares over 50 percent, while all but one of the
countries with private health expenditure shares over 70 percent have national incomes
per head under $1000 per year" (Mackintosh and Koivusalo, 2005:8). India, among
developing countries, is the most privatized, with 82 percent private health spending

(Lister, 2007:17).
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Among Latin American countries, Chile, Colombia, and Brazil partially privatized health
care services. In contrast, many others have made relatively more minor changes
supporting the private sector's involvement in the industry. For example, Colombia's
1993 reform closely followed what had been suggested by the World Bank and IMF and
ranked as the best health system in Latin America by the WHO. Colombia's reform came
after the catastrophic results in the Chilean reform'* and tried to avoid similar results, yet

it failed, as Homedes and Ugalde (2005) clearly show.

The reform attempted to universalize health care access by collecting funds according to
individuals' income levels and increasing total health expenditures. The social security
system was divided into two types of affiliation, one for those who could pay their
insurance premiums and one for the poor, for whom the government would pay the
premiums. However, it was not possible to achieve universalization with the obstacles
posed by privatization itself. Companies called Health Promotion Enterprises have been
given the right to collect insurance premiums, and in theory, these enterprises would offer
care for low-income households. However, in practice, these private companies found
loopholes to bypass the law and not serve these groups (Homedes and Ugalde, 2005). The
result remained to be a large uncovered population, and the poor had difficulties

accessing health care.

14 Before the 1973 military coup, Chilean health system was considered the most
comprehensive system with universal coverage provided by the central government.
Being the first country to implement the neoliberal economic reform, Chile faced the
unadjusted neoliberal policies ending in extreme inequities in health care (Homedes and
Ugalde, 2005).
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In Turkey, although the dominant policy paradigm had already started changing the
health care system, it was after 2002 and through the Health Transformation Project
(HTP) that an actual window was opened to put the market-based reforms in practice
actively. The Ministry of Health was restructured to finance and regulate the reforms,
leaving its role in providing services aside. For example, the authority to contract with
private and public providers was assigned to a single institution (Social Security
Institution, or SGK) to encourage competition between health care providers. However,
since private health care providers can charge higher fees, only high-income households
benefit from this competition. Studying the impact of the health care reform on access
inequalities in Turkey, some scholars argue that access inequality has only been shifted
among different segments of the population (Balta, 2013; Yilmaz, 2019). For instance,
while disparities were based on occupational status (providing government workers with
a good coverage plan, excluding people outside the labor market) in the pre-reform era,
the inequalities are now income-based. With the new financing mechanism introduced by
the HTP, user fees for public health care services and medications and contributory
payments for private health care services were added to the system that perpetuated
income-based inequalities. Furthermore, the higher quality of health care in private health
care provision, for which HTP provided incentives, started to increase the gap between
those who can make extra out-of-pocket payments and those who are not (Yilmaz, 2019:

107).

Examples of critical studies on the negative social impacts of marketization and

commodification of health care services can be widened with different country cases,
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including both developed and developing countries (see Navarro, 2007; Mackintosh and
Koivusalo, 2005). On the other hand, another trend in this critical literature focuses on
showing how private capital in health was promoted by middle-income governments'
health policies, including policies expanding public spending in health. Corporate
expansion, especially US-based corporations' expansion into international markets, has
been intensely studied by many critical scholars. As the Latin American health care
market presented a lucrative opportunity for corporations, the global expansion of these
corporations has primarily been under review in the Latin American context (Armada et
al.,2001; Jasso-Aguilar et al., 2005; Iriart, 2005; Stocker et al., 1999). Accordingly, the
strategic steps for corporations have been engaging in joint ventures with local
companies, promoting corporatization principles, and using governments to influence
international organizations' agendas. Analyzing the Mexican health care reform, Jasso-
Aguliar et al. (2005) argue that the reform moved public resources into the private sector.
The 'uninsurable' population in rural or urban areas, for example, was given a free
package, which was said to provide universal coverage. However, "the package in reality
contained fewer services than those traditionally provided to the poor by the Ministry of
Health. In concrete terms, this gap in coverage meant that all services not included in the
package would be charged directly to the patient or financed by state governments..."

(ibid: 48).

This fact was also reported by several international agencies and the US government

itself. For instance, a report from the US Embassy in Caracas stated that a "significant

part of government's health care modernization project would be funded by IDB [Inter-

84



American Development Bank] and the World Bank. In this regard, there is up to 120
million USD in potential business to US companies" (Armada et al., 2001:750).

Stocker et al. (1999) documented the largest multinational companies (Aetna, CIGNA,
Principal Financial Group, The American International Group, and EXXEL Group)
involved in and profited from managed care in Latin American countries the very first
years of the reforms. These multinational companies have used several strategies, such as
organizing conventions for health care leaders in Latin America who received financial
assistance from WB and investing in joint ventures with national companies. The
executives responsible for the exportation of managed care have emphasized its financial
rewards, mainly referring to "the importance of access to the social security funds of
these countries." For North American executives, social security funds in Latin America

were a new primary source of financial capital (ibid: 1132).

In line with the executives' motivations, one of the recent studies reports that "in Chile
and Colombia and to a lesser extent in Mexico, public spending has increasingly been
used to finance privately provided health services either through contracting out with
private insurers as in Chile or directly with MCOs [Managed Care Organizations] and
providers as in Colombia" (Bustamente and Mendez, 2014:862). Despite the increase in
public spending and health coverage, users of public health facilities are often forced to
seek care in the private sector due to limitations encountered with public providers such
as supply problems (drugs, testing, equipment). In fact, in Colombia, for example, while
the insured population has almost doubled from 49.7 percent to 94.3 percent between

1995 and 2010, the share of the population applying to private sector health services has
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also followed an increasing trajectory from 40.3 percent to 51.2 percent for the same

years (ibid).

A very similar situation is also reported for Turkey. The data from the Ministry of Health
revealed that between 2002 and 2011, the total number of patients, per capita
applications, the total number of inpatients, and the total number of surgeries had
increased for all health units, while the rate was the highest for private sector facilities,
with a 937 percent increase. Like Latin American cases, private hospitals increased their
shares within public health spending at twice the rate of public and university hospitals
(Elbek, 2015: 28). This shift in favor of the private sector can also be seen in the
pharmaceutical sector. According to Eren-Vural (2015), the most critical impact of health
reform in Turkey on the pharmaceutical industry has been the increase in public spending
on drugs. This increase has resulted in an expansion in the drug market in terms of its size
and revenues by stimulating international pharmaceutical companies to enter the Turkish
health market. The prescription drugs market in Turkey had a 14 percent compound
annual growth rate, from 4 billion US dollars in 2003 to 10 billion US dollars in 2009

(ibid: 141).

The critical literature mentioned in this section mainly focuses on country cases,
analyzing the negative social impact of market-based reforms. In these studies, the most
emphasized issue for developing country cases is the international policy paradigm
mentioned in the previous sections and its effects on the policy formation of institutions.

However, almost all studies embody the active role of governments in developing
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countries in the policy transfer and marketization of health care processes. One of the
most emphasized points is that state intervention in the health sector in these developing
countries tends to facilitate the growth and expansion of health care markets. It is usually
agreed upon for developing country cases that the state's active role in health care is
needed. Governments search for ways to implement the international policy agenda and
facilitate corporate investment while carrying out a regulating role. In other words, we
see that capitalist states, along with the steps to reorganize the health system to comply
with the reform agenda, also have to enter into a complex relationship with private
capital. The increasing share of private capital in health care cannot be expected to result
in smooth state-capital relations. While the pressure of private capital on state institutions
is a well-known fact, in many examples, including Turkey, governments also have efforts
to regulate privatization and marketization processes over specific bargaining points
between state and capital. Therefore, another issue that needs to be examined closely,
especially for late developed capitalist countries, is to describe the state-capital

relationship with all its complexity.

3.5. Health system transformations and state-capital relationship

We should start by accepting that the lines between private accumulation and public
activity are unclear, neither theoretically nor practically. However, there is an extensive
literature, from the classical state-capital debate mostly on advanced capitalist states to
various case studies depicting the multifaceted relationship between the two. We have
touched on this broad debate occasionally in the previous chapter. Theoretical accounts

about the role of the capitalist state in forming social policy and the role of social policy
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in the capitalist economy form the basis of all these discussions. In this section, without
going into these classical debates, I will try to focus on the accounts that will help us
understand the health policies in Turkey, which will be the specific focus of the following
chapters. It is possible to talk about two ways to look at the state-capital relationship in
health policy studies. First, by taking a closer look at the capital side, detailed analyses
can be made on how the state and, in particular, governments in different cases are
influenced by capitalist actors, especially in policymaking processes. These analyses tend
to show the direct relationship between state actors and private sector actors and focus on
how dominant private actors are in the policy decisions of governments. Second, by
looking from the other angle, an examination can be made by focusing on the state side to
see how state power interacts with the private sector while fulfilling the requirements of
the international policy paradigm and implementing the marketization process.
Governments in power have a balance to consider in protecting their power and the state's

legitimacy.

An excellent example for the first way would be Colin Leys' influential studies mainly
focusing on the transformation of NHS in England. Leys (2009) starts his analysis with
the term "market-driven politics" and reveals how the capitalist class has worked hard to
penetrate relevant elements in the state to secure a place in the capitalist accumulation
process opened by the transformation. His analysis mainly focuses on capital as taking an
active role in these changes by pressuring governments to benefit from opportunities for

capitalist accumulation. He argues that 