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Abstract

In this paper, I evaluate the economic track record of the Justice andDevelopment Party
(AKP) in Turkey, using the synthetic control method (SCM). This methodology com-
pares the post-AKP development trajectory of Turkeywith that of aweighted combina-
tion of similar but untreated countries. The SCM is particularly useful in this setting as
it allows construction of a synthetic control to Turkey that replicates the pre-AKPdevel-
opment dynamics. I find that Turkey under AKP grew no faster in terms of GDP per
capitawhen comparedwith a synthetic counterpart from awide pool of other countries.
Restricting the pool of control units to only include Muslim countries shows Turkey
growing slower than its Muslim counterparts. Moreover, analysis of post-crisis recov-
ery periods shows Turkey growing no faster than comparable post-crisis cases across
time. However, expanding the outcome set to health and education reveals large posi-
tive differences in both infant and maternal mortality as well as university enrolment,
consistent with stated AKP policies to improve access to health and education sectors
for the relatively poorer segments of the population. Nonetheless, increased access in
these fields is not matched by improved labour market access, as both labour force par-
ticipation aswell as unemployment have deteriorated, and especially so for women. As
for measures of institutions, I fail to find any durable positive differences in measures
related to democracy or human rights early on during the post-intervention period,
and in several instances there is evidence of significant declines over the long run. A
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particularly salient feature of the AKP’s reign is reduced political power of the military,
consistent with the military in Turkey receiving lower economic rents than its synthetic
counterpart duringAKP’s reign.

JEL classifications: P16, O10.
Keywords: synthetic control method, economic growth, Turkey.

1. Introduction

Turkey’s economic success has become a source of inspiration for a number of
developing countries, particularly, but not only, in the Muslim world. The rise of
Turkey’s economy is admired, all the more so because it seems to go hand in
hand with democratic political institutions and an expanding voice for the poor
and lower middle classes. In the wake of the Arab Spring, Turkey was seen by
many as a possible model for successful modernization in the Muslim world. –
‘Turkey’s Transitions: Integration, Inclusion, Institutions’, World Bank Report (2014)

Turkey’s growth performance since 2002 (when AKP took over) has been mid-
dling... the AKP government did not make any fundamental changes in eco-
nomic strategy. It simply gave Turkey’s traditional macroeconomic populism a
modern makeover, by relying more on foreign capital markets and by boosting
private expenditures. Neither of these changes rendered Turkish growth health-
ier or more sustainable. – ‘Turkish Economic Myths’, Dani Rodrik (2015)

The Turkish political economy represents something of a puzzle. After a trau-
matic financial crisis in 2001, a series of political and economic reforms brought
higher economic growth and the promise of EUmembership. An authoritarian politi-
cal elite, spearheaded by a military with a troubled past of controversial coups oust-
ing democratically elected governments, looked set to give way to a new cadre of
political and economic elites who, despite a recent past as radical Islamists, seemed to
favour free markets as well as democratic reform. An editorial in The New York Times
in 2004 lauded Turkey’s new prime minister, Recep Tayyip Erdo�gan, as ‘an Islamic
politician who favours democratic pluralism’, referring to him as ‘a strongly pro-
Western leader’.2 In 2009, President Obama called Turkey a ‘strong, vibrant, secular
democracy’ in a much publicized speech.3 Representations of Turkish economic
growth in the media have at times been wildly misleading – so much so that The

2 ‘A Turkish Success Story’, New York Times, 28 January 2004. Available online at: http://www.nytimes.com/
2004/01/28/opinion/a-turkish-success-story.html.
3 ‘Remarks By President Obama To The Turkish Parliament’, White House Office of the Press Secretary, 6
April 2009. Available online at: https://www.whitehouse.gov/the-press-office/remarks-president-obama-
turkish-parliament.
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Economist twice within a year had to issue corrections after misreporting the rate of
Turkey’s growth in GDP.4 The World Bank wrote ebullient reports of Turkey’s ‘eco-
nomic success’ and how ‘Turkey’s economy is admired, all the more so because it
seems to go hand in handwith democratic political institutions’ and invited represen-
tatives from countries as diverse as ‘India, Uzbekistan, Tajikistan, Malaysia, Maurita-
nia, Iraq, Kosovo, Tunisia, Kenya, Pakistan and Ukraine’ to learn from Turkey’s
experience.5 The ‘Turkish model’ became a catch-all term for the possibility of a pro-
Western Muslim democracy, if not necessarily a liberal democracy.6

More than a decade later, the state of Turkey’s political economy is today repre-
sented very differently. In lieu of the pro-Western democratic pluralist, editorials in
The New York Times have more recently compared Erdo�gan to Putin, and Turkey’s
‘vibrant democracy’ has been replaced by an ‘authoritarian turn’.7 Most interna-
tional rankings of political institutions as well as human rights show Turkey spi-
ralling ever lower, following years of stifling freedom of speech, recurring political
witch hunts, and escalating internal violence.8 Lower GDP growth rates, falling debt
ratings and exchange rates are evidence less of a rising new economic giant than a
stagnating middle income country under increasingly illiberal rule.9 A recent IMF
staff report noted how Turkey remains ‘vulnerable to external shocks’ and a labour
market ‘marred by rapidly increasing labour costs, stagnant productivity, and a low
employment rate, especially among women’ (IMF, 2016).

Still, the real puzzle has less to do with depictions of Turkey in Western media
than the reasons for the political and economic institutional reversal as well as how
the government has been able to remain in power for so long, when in fact Turkey’s
economic growth has been ‘middling’ in comparison with countries of similar income
levels.10 Acemoglu and Ucer (2015) argue that that causes behind the rise and fall of

4 ‘Correction: Turkish GDP’, The Economist, 14 June 2013, Available online at: http://www.economist.com/
news/europe/21579584-correction-turkish-gdp. ‘Corrections: Turkey and Charlemagne’, The Economist, 12
April 2014. Available online at: http://www.economist.com/news/europe/21600718-corrections-turkey-
and-charlemagne.
5 Up until 1 October 2016, when it was finally changed, the World Bank country overview page for Turkey
claimed that ‘income per capita had tripled in less than a decade’. It did not specify how it arrived at those fig-
ures. See https://web.archive.org/web/20160426092107/http://www.worldbank. org/en/country/turke
y/overview.
6 ‘The Turkish model: A hard act to follow, The Economist, 6 August 2011. Available online at: http://www.ec
onomist.com/node/21525408.
7 ‘Turkish Leader, Using Conflicts, Cements Power’, The New York Times, 31 October 2014. Available online
at: http://www.nytimes.com/2014/11/01/world/europe/erdogan-uses-conflict-to-consolidate-power.html;
‘Turkey’s Authoritarian Turn’, The New York Times, 3 June 2013. Available online at: http://www.nytimes.c
om/2013/06/04/opinion/turkeys-authoritarian-turn.html.
8 ‘Purge in Turkey intensifies brain drain’, The Financial Times, 28 September 2016. Available online at:
https://www.ft.com/content/e7142eb6-7e90-11e6-8e50-8ec15fb462f4.
9 ‘Erdogan escalates his “master phase”’, The Financial Times, 28 September 2016. Available online at:
https://www.ft.com/content/aa7a0d22-6f72-11e6-a0c9-1365ce54b926.
10 ‘Flightless’, The Economist, 1 April 2015. Available online at: http://www.economist.com/news/finance-
and-economics/21660166-political-worries-increase-fragility-economy-badly-need.
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Turkey’s development progress can be found in a similar early rise and later fall of its
economic and political institutions, with key factors including a reform-inducing
environment following the 2001 crisis, the end of military tutelage, as well as the role
of the EU as institutional anchor. Another view of Turkey’s economic trajectory is
that its perennial constraint has been low savings, which has continued to fall under
the AKP, and that the only short-lived way the AKP could overcome this was to
engage in macroeconomic populism, by borrowing, especially short-term debt, to
sustain consumption and investment through foreign capital flows (Rodrik, 2012,
2015). Contributing to the difficulty in evaluating the economic track record of the
AKP government is that its rise to power came in the wake of one of the worst finan-
cial crises in modern history (Reinhart and Rogoff, 2014) and following a number of
substantial economic and political reforms (Atiyas, 2012).

Finding a candidate for the counterfactual, a Turkey without AKP rule, is
challenging and focusing solely on the time series of Turkish development omits
significant trends that likely shape its trajectory. The focus of this paper is thus
to examine the economic and institutional effects of the AKP in a comparative
case study framework. Using the recently developed synthetic control method
(SCM), I estimate the impact of the AKP on Turkey’s GDP per capita by compar-
ing it to a weighted average of control units, observably similar in pre-interven-
tion period observables. The construction of such a ‘synthetic control’ avoids the
difficulty of selecting a single (or more than one) comparable country, and
instead allows a data-driven approach to find the best candidate as a combina-
tion of many other countries. This avoids ambiguity about how comparison
units should be chosen, especially when done on basis of subjective measures of
affinity between treated and untreated units (Abadie et al., 2010). The method
further complements more qualitative research with a research design that
specifically incorporates pre-treatment dynamics, which due to the financial crisis
preceding the election of AKP to power, is essential. I further extend the out-
comes of interest beyond the ubiquitous GDP per capita to also include key mea-
sures of health, education, labour markets and institutions.

I find that GDP per capita under the AKP in Turkey has not grown faster than its
synthetic control. This is robust to a range of specifications that in different ways
account for the pre-AKP GDP dynamics. Restricting the set of control units to Mus-
lim countries only, reveals Turkey to have actually grown significantly slower than
the weighted combination of these Muslim counterparts. Moreover, a comparison of
severe financial crises using SCM shows Turkey’s post-crisis trajectory in GDP per
capita to be no faster than its synthetic control. The focus on post-crisis recoveries
allows estimation of the composite effect including both the financial crisis of 2001
as well as the election of AKP and, under the assumption that post-crisis – and pre-
AKP – reforms were indeed growth-enhancing, provides an upper bound for the
effect of the AKP.

These results, however, hide some of the more transformative aspects of how the
Turkish economy has changed during the AKP’s reign. Focusing on health and
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education outcomes, I instead find large positive effects on maternal and infant mor-
tality on one hand, and university enrolment for both men and women on the other
hand. These are likely responses to large-scale policy changes implemented by the
AKP that are discussed in the text. To the extent that the AKP has engaged in pop-
ulism from a macroeconomic perspective, it has nonetheless also overseen a signifi-
cant degree of social mobility, especially among the poorer segments of society. An
exaggerated focus on economic output risks obfuscating the structural changes in
key factor endowments that could very well prove beneficial in the long run. Still,
the improved access to these areas has not been followed by improved outcomes in
the labour markets, especially for women. The period under AKP has seen signifi-
cant reductions in both female labour force participation as well as higher female
unemployment. This raises concerns over to what extent the Turkish government
has been able to put a valuable talent reserve to productive use, as well as allowing
women meaningful labour market returns to education.

An evaluation of the AKP’s institutional effect using multiple institutional indi-
cators, measuring various aspects ranging from institutionalized authority, liberal
democracy and human rights results in a failure to find any durable early positive
effects during AKP’s tenure. In the longer run, for all outcomes the overall effect
seems to have been clearly negative. Finally, the significant reduction in military
rents, whether measured in terms of expenditure or personnel, is illustrative of the
degree to which the military’s political power diminished relatively early on, and
posits concerns over lower economic rents as another source of friction between the
civil and military loci of power in the country.

Overall, the results point to Turkey undergoing a transformative period during
the AKP rule, socioeconomically as well as politically. Even though the initial years
of higher GDP per capita growth under the AKP, in absolute terms, dwindle signifi-
cantly in comparison to a synthetic counterpart, increased access to health and edu-
cation provide reasons for political support of a government that has extended a
socioeconomic franchise to a larger segment of the population, especially the poorer
segments. Nonetheless, a failure to translate a healthier and more educated popula-
tion into higher employment, together with lack of democratic progress, may have
contributed to why the initially high economic growth rates were not sustained.

Turkey may be a less than ideal model for other countries to follow, but it
nonetheless offers important lessons on the interplay between populism, economic
development and institutions – especially in a setting with relatively weak demo-
cratic foundations to start with. The degree to which AKP has generated socioeco-
nomic mobility beyond aggregate measures like GDP, both among the elites as well
as among the masses, is in many ways remarkable. But so are the missed opportuni-
ties for durable institutional and economic change.

The rest of the paper is organized as follows. Section 2 summarizes the
recent history of Turkey under the AKP, Section 3 presents the synthetic control
method and describes the data used. Section 4 presents the results and Section 5
concludes.
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2. The political economy of Turkey before and during the AKP’s
reign

The decade before the AKP came to power was marked by a combination of politi-
cal instability, a violent insurgency in the southeast, as well as recurring economic
crises, hyperinflation and pervasive corruption in state authorities. A coup in 1980
had brought in a constitution which significantly hampered individual rights at the
expense of state security. Extensive economic liberalization programmes during the
1980s generated increased socioeconomic mobility, especially among the provincial
towns scattered throughout Turkey’s conservative hinterland, but did little to pre-
vent rampant corruption. The economic environment in the 1990s has been
described as ‘a rent-seeking political economic system, with governments promising
to distribute more resources than they were able to raise, and with the private sector
spending much time and resources trying to capture rents; resources which could
have been spent on real production and the development of markets and technol-
ogy’ (Airaudo et al., 2004).

High rates of urbanization and structural changes in the economy brought the
poor and pious into metropolitan and provincial city centres, where initially local
politics shifted to the religiously conservative right, soon to be followed by out-
comes in national elections (Meyersson, 2014a). Yet as new market-oriented policies
empowered pious entrepreneurs and lower-middle income city dwellers alike, state
elites resisted these socioeconomic changes to result in significant changes in politi-
cal outcomes. In 1997, following a brief, but controversial, tenure of a coalition gov-
ernment led by the Islamist Welfare Party, the military initiated a process which
toppled the government and ultimately resulted in the banning of the party a year
later. A short-lived successor, the Virtue Party, was again banned in 2001 for similar
reasons. The party then split into one faction continuing under the previous leader-
ship and ideology, while another group led by relatively younger cadre of politi-
cians created the Justice and Development Party (AKP) as a less Islamist and more
traditional religiously conservative centre-right party. Purging the public rhetoric of
political Islam, the new party also brought in outside members from other centre-
right parties as well as the G€ulen movement, an offshoot of one of the main Sufi
brotherhoods in Turkey, which brought both a financial base through its connected
businessmen as well as its rising power within the Turkish justice and security
apparatus.

Meanwhile, the mid-1990s had seen the start of an economic and political
reform process that would eventually lead to EU accession status and a period
of significant ‘delegation of the decision-making power to relatively independent
agencies, and the establishment of rules that constrain the discretion of the exec-
utive’ (Atiyas, 2012). A 1995 constitutional amendment increased the suffrage by
lowering the mandatory voting age, and the same year Turkey joined the EU
Customs Union. Two years earlier, the state monopoly on radio and television
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broadcasting had been abolished.11 In 1999, Turkey received official status as a
EU candidate country.

The economic reform process picked up speed following the 2000–2001 eco-
nomic crisis (Acemoglu and Ucer, 2015), and a vice-president at the World Bank,
Kemal Dervis�, was brought in as finance minister to oversee the reform process. The
self-described objective of these reforms was to ‘build the legal and institutional
infrastructure of a modern competitive market economy, reducing rent-seeking and
corruption through transparency, a leaner and more efficient state, while strength-
ening the regulatory capacity of state institutions and the quality of the social safety
net’ (Airaudo et al., 2004). A number of independent economic institutions were cre-
ated during the period before the AKP came to power, such as the introduction of
formal independence of the central bank in 2001 and many others (Acemoglu and
Ucer, 2015).

The economic reform process also came hand in hand with groundbreaking
political changes in the 2002 national elections. Benefiting from years of disillusion-
ment with the political establishment’s corruption, failure to cope with the prevail-
ing economic problems, as well as a general discrepancy in the preferences between
voters and state elites on a number of issues, the newly formed AKP was expected
to do relatively well but ‘no one expected the party to be capable of securing a
majority in the assembly’.12 However, as a result of the combination of Turkey’s
specific electoral rules, which requires a minimum of 10 percent of the national vote
to receive parliamentary representation, and the distribution of final votes which left
a number of rival political parties just under this threshold, the third of the electorate
won by AKP translated into a massive two-thirds of the political mandates in parlia-
ment. Around 46 percent of the electorate were thus denied any representation in
parliament, resulting in a substantial legitimacy deficit for the new government.

Notwithstanding its political windfall, the AKP in government still remained
constrained by the traditional power brokers within the Turkish state, the judiciary,
the military, and to some extent also several prominent business conglomerates,
who controlled a fair share of the media. The secular elite in Turkey, disproportion-
ately represented within the bureaucracy and the mainstream media, thus continued
to provide a powerful check on the government outside of parliament.

In several cases, previously initiated reforms were subsequently adopted or con-
tinued with little change under the new government (Atiyas, 2012). The new Pro-
curement Law was finally passed in 2004, which included important reductions in
discretion in the allocation of contracts, although the government would over the
coming years pass a barrage of legal amendments to law, increasing government

11 A Guide to the Turkish Public Law Order and Legal Research, NYU GlobaLex. Available online at: http://
www.nyulawglobal.org/globalex/Turkey.html.
12 Bianet, 13 November 2002. Available online at:http://bianet.org/english/politics/14585-political-land
slide-in-turkey.
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discretion over procurement contracts (G€urakar, 2016; Gurakar and Meyersson,
2016).

As for political reforms, changes to the Turkish penal code in 2004 included
some reinforcement of women’s rights, banning ‘honor killings’ and increased
penalties for torture and rape. The AKP, however, also attempted to include crimi-
nalizing adultery in the new legislation, but backed off after public opposition.13

Still, later provisions to the penal code expanded the state’s ability to use anti-terror
laws to prosecute individuals participating in demonstrations, almost invariably
applied to those pursuing expanded Kurdish rights in Turkey, with human rights
organizations accusing the government of using anti-terror legislation to restrict
freedom of speech and assembly.14 The AKP did little to reduce the exceedingly
high election threshold required for parliamentary representation, opposition politi-
cians (especially from pro-Kurdish parties) were continuously persecuted, and
between 2009 and 2011 many thousands were detained on anti-terror crimes, includ-
ing several democratically elected mayors, human rights activists, academics and
journalists (Erbey, 2011; Jenkins, 2011b). Perhaps the most striking adverse conse-
quence of the AKP’s penal code reforms was that, within one year after controver-
sial changes to the penal code in 2006, ‘more than 4,000 children aged between 12
and 18 were taken into police custody and/or were kept in prison for the duration
of between two months and four years’.15

Moreover, the AKP government resisted attempts to make autonomous several
agencies that allowed it to exert discretionary power over firms, such as the tax
authority as well as the savings deposits insurance fund (TMSF), and on multiple
occasions were accused of using these for political reasons.16

By 2008, the economic reform process had lost pace considerably; the govern-
ment had gutted much of the original version of the Procurement Law opening up
for significant reallocation of rents to politically connected firms (Gurakar and Mey-
ersson, 2016), and initial plans to create an independent tax authority were shelved,
as were proposals to create improve fiscal discipline (Atiyas, 2012). More

13 ‘Turkey moves closer to EU after retreat on adultery law’, Guardian, 24 September 2004. Available online at:
https://www.theguardian.com/world/2004/sep/24/turkey.eu.
14 ‘Turkey: Terrorism Laws Used to Jail Kurdish Protesters’, Human Rights Watch, 1 November 2010. Available
online at: https://www.hrw.org/news/2010/11/01/turkey-terrorism-laws-used-jail- kurdish-protesters.
15 ‘Prison Instead of School – Work Instead of Play’, Bianet, 22 July 2011. Available online at: http://bianet.
org/english/minorities/131651-prison-instead-of- school—work-instead-of-play.
16 In 2004, the government seized assets owned by a controversial business tycoon, whose political party was
considered a key rival to the AKP at the time. In 2007, the government took control over the second largest
media holding in the country, and in a single-bidder auction handed it over to be run by Erdogan’s son-in-
law. Not coincidentally, the media outlet in question had grown more critical of the government during the
preceding period. In 2009, the government imposed a US$2.5 billion fine for tax evasion on the Do�gan group,
a major conglomerate, whose media outlets had accused the AKP publicly of leading Turkey towards Islamic
rule as well as corrupt practices (Cornell, 2013). In other cases, the AKP tried to undermine authorities
attempts to seize assets of the business owners who were known to give ‘full support to everything the [AKP]
government does’ (Mellow, 2003).

� 2017 The Author
Economics of Transition � 2017 The European Bank for Reconstruction and Development

278 Meyersson

https://www.theguardian.com/world/2004/sep/24/turkey.eu
https://www.hrw.org/news/2010/11/01/turkey-terrorism-laws-used-jail- kurdish-protesters
http://bianet.org/english/minorities/131651-prison-instead-of- school<ucode type=
http://bianet.org/english/minorities/131651-prison-instead-of- school<ucode type=


worryingly, however, were government efforts to erode the independence of auton-
omous agencies, first by affecting civil servant appointments, then by outright
decree (€Ozel, 2015).

In other policy areas, reform activities were less ambiguous. During the period
before AKP came to power, health expenditures tended to fall well below countries
with similar income levels. These low health expenditure levels, a manifestation of
the overall shortage of health resources, were further exacerbated by an inequitable
and fragmented health insurance system. In the early 2000s, for example, Turkey
had the lowest number of doctors and nurses per population, and one of the lowest
nurse to physician ratios in Europe (Atun et al., 2013).

For the AKP, improving access to health services was a central component in its
election platform, and since coming to power it has implemented substantial health
system changes principally through the ‘Health Transformation Program’ (HTP). The
HTP rapidly expanded health insurance coverage and access to health-care services,
especially among the poorest population groups, and extended the right to universal
health coverage, ‘which helped to address inequities in financing, health service
access, and health outcomes’ (Atun et al., 2013). Within the HTP framework, the dif-
ferent health insurance schemes were consolidated to create a unified one with har-
monized and expanded benefits, and insurance coverage among the poor increased
almost five-fold from 2003 to 2011. As access to health service increased across the
country, especially with regards to maternal and child health services, this contributed
to ‘greatly reduce the maternal mortality ratio, and under-5, infant, and neonatal mor-
tality, especially in socioeconomically disadvantaged groups’ Atun et al., 2013).

In terms of education, the AKP worked actively to remove a long-standing head-
scarf ban in public educational institutions, especially universities, where the ban
has served as an entry barrier for women from religiously conservative backgrounds
(C�elik and G€ur, 2013). The government tried to overturn the university ban in 2008
through a constitutional amendment guaranteeing the right to education. It passed
through parliament, but was subsequently thrown out by the Constitutional Court.
The issue was finally resolved in 2010 when the government announced it would
support any student expelled or disciplined for covering her head.17

The government has also extended the supply of education institutions. For
example, the number of universities more than doubled between 2001 and 2014 (see
Figure A1), an outcome of reforms to build new universities after 2006. Overall, per
capita public capital investment in education shifted markedly from developed Wes-
tern Regions to underdeveloped Eastern Regions between 2001 and 2011 (World
Bank, 2014), and Turkey saw the highest increase in PISA scores between 2003 and
2012. In 2012, the government extended mandatory schooling further.

A common denominator in AKP’s social policies in the fields of education and
health has been to generate increased access, especially to the poorer segments of

17 ‘Quiet end to Turkey’s college headscarf ban’, BBC News, 31 December 2010. Available online at: http://
www.bbc.com/news/world-europe-11880622.
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the population. As for female labour force participation, however, the government
has been much less vociferous in its endeavours, instead opting to push conserva-
tive family values and limiting women’s role in society to home production.
Government representatives have not only called abortion murder, pleaded for
Turkish women to have more children, frequently stating that women’s primary
role is motherhood but also claimed that the jobs of men are unsuitable for women
(Meyersson, 2014b). However, a decreasing female labour force participation in Tur-
key has likely been facilitated to some extent by shifts out of agriculture as well as
increased educational opportunities. To what extent the government has done
enough to allow women to achieve a meaningful return to education in the labour
market is an open question.

The AKP’s popularity, its vocally religiously conservative leaders, and series of
constitutional and legal amendments unnerved the secular elite. A number of legal
proposals were vetoed both by the Constitutional Court as well as the President,
Ahmet Necdet Sezer (G€urakar and Mohseni, 2014). When the election (in parlia-
ment) for a new president was to be conducted, the AKP proposed one of their top
leaders, Abdullah G€ul. The military then intervened by making a controversial pub-
lic statement, triggering a political crisis. After the government called for general
elections, G€ul was eventually elected as the new President. But by this point, the sec-
ular elite’s concerns over the aspirations of the AKP had reached a boiling point.

In May 2008, the Constitutional Court of Turkey announced it would review an
indictment to hear the case concerning the closure of the AKP and banning its leader
from political life for violating the principle of separation of religion and state. The
closure request ultimately failed by one vote; however, the Court also ruled that the
AKP had become ‘a center for anti-secular activities’, leading to a loss of state fund-
ing for the party.

On the same day as the Constitution Court’s verdict barely saved AKP from clo-
sure, another court initiated proceedings of what would become known as the
Ergenekon trials, which involved members accused of plotting to overthrow the
AKP government through a secret organization of the same name. Another trial,
commonly referred to as the Balyoz (Sledgehammer) trial, started two years later
and alleged that members of the military had also worked to illegally overthrow the
government. These two trials would over the next couple of years draw in an
increasing and diversified group of suspects, from notorious criminals to established
journalists and academics. A significant share of the evidence used in the case would
eventually turn out to have been fabricated (Jenkins, 2011a; Rodrik, 2014), and after
long sentences were initially handed down, the suspects were eventually released.
In the meantime, the government passed a large number of constitutional amend-
ments in a 2010 referendum, which combined improvements on individual rights,
collective bargaining, the removal legal foundations for military interventions and
also facilitated substantial mobility within the judiciary. Among others, this
included parliament receiving increased appointment powers over the top judiciary
positions.
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Many of the judiciary-related amendments would later be undone by the gov-
ernment after a public fall-out with its former allies from the G€ulen movement in
2013. This was followed by a series of purges spanning most of Turkish society that
would increase the government’s powers even further, and was further com-
pounded by a renewal of armed conflict with the Kurdistan’s Workers’ Party (PKK)
as well as a failed military coup attempt in July 2016. Since then, the country has
descended into a spiral of seemingly endless authoritarian crackdowns on the
media, business owners and the bureaucracy. Recent events in Turkey show clear
evidence of an institutional environment that has become increasingly authoritarian.
There is little empirical evaluation of the timing of this reversal, however. For this
purpose, in addition to a focus on standard economic variables, an investigation of
the institutional effects of the AKP is also of profound interest.

3. Empirical methodology and data description

3.1 Synthetic control method

Recent innovations in comparative case study (Abadie and Gardeazabal, 2003; Aba-
die et al., 2010, 2015) uses the construction of synthetic control units, meant to serve
as counterfactuals through convex combinations of multiple control units. This is
done by calculating weights that best approximate the relevant characteristics of the
treated unit during the pre-treatment period. The post-intervention outcomes for the
synthetic control unit are then used to estimate the outcomes that would have been
observed for the treated unit in the absence of the intervention.

Suppose there are two potential outcomes; YN
1t referring to the outcome for unit 1

in period t where there is no treatment, and YC
1t which would be observed for unit 1

if there was a treatment. The relevant parameter to estimate is the difference
between the two potential outcomes a1t ¼ YC

1t � YN
1t in the periods t � T0 þ 1. As

YN
it is not observed for the treated unit in post-intervention periods, synthetic match-

ing resolves this by constructing a credible estimate for this potential outcome.
More formally, define countries j = 1, . . ., J + 1 in time periods t = 1, . . ., T. The

first unit j = 1 is subject to the treatment, and the remaining j + 2 to J units represent
the ‘donor pool’ with which the synthetic control is formed. Further define the treat-
ment as occurring in period T0 þ 1 so that 1; 2; . . .; T0 represents the pre-interven-
tion periods and T0 þ 1;T0 þ 2; . . .; T are post-intervention periods. Unit j = 1 is
exposed to treatment only during periods T0 þ 1; . . .; T and the donor pool is not.
Define also a synthetic control as a weighted average of the units in the donor pool,
under the assumption that a treatment is often better approximated by a combina-
tion control units rather than a single one. The synthetic control is therefore repre-
sented by a J + 1 vector of weights W ¼ w2; . . .; wJþ1. Suppose there are k different
covariates (including potential pre-intervention values of the outcome variable),
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represented by the k 9 1 vector X1 of the covariate values for the treated unit and
the k 9 J vector X0 corresponding to the units in the donor pool.

The difference in terms of pre-intervention covariates is thus X1 � X0W. The
goal here is to select optimal weights W* that minimize the size of this difference.
Abadie and Gardeazabal (2003) and Abadie et al. (2010, 2015) choose W� as the
value of W that minimizes:

Xk

m¼1

vmðX1m � X0mWÞ2; ð1Þ

where m = 1, . . ., k, and X1m is the value of the m-th variable for the treated unit and
X0m is the 1 9 J vector corresponding to the values of the m-th variable for the
donor pool units. Furthermore, vm reflects the relative importance of the m-th vari-
able, and is typically selected to weight covariates in accordance to their predictive
power on the outcome.

The estimator of interest is the difference between the treated unit Y1t and its
synthetic control in post-intervention period t:

â1t ¼ Y1t �
XJþ1

j¼2

w�
j Yjt; ð2Þ

where
PJþ1

j¼2
w�

j Yjt represents the weighted average of the available J + 1 control units

(‘donor pool’), using the weights from solving Equation (1).
Following Abadie et al. (2010, 2015), I use exact inference techniques, similar to

permutation tests, to conduct inference in comparative case. This involves running
placebo tests on the control units from the donor pool. For each control unit, I esti-
mate the same model, briefly assuming it was also treated at the same time (and dis-
allowing the actual treated unit from being considered for the synthetic controls of
these other units). Doing this for each control unit produces a distribution of placebo
effects. If the distribution of placebo effects yields many effects as large as the main
estimate, then it is likely that the estimated effect was observed by chance.

Thus, as specified by Cavallo et al. (2013) for a given estimated effect â1t and a
distribution of placebo effects âPL1t ¼ âjt;j 6¼1, a two sided P-value is thus:

P ¼ PrðjâPL1t j � jâ1tjÞ ¼
X

j6¼1

1ðjâjtj � jâ1tjÞ ð3Þ

while the corresponding one-sided P-values for positive effects are P ¼ PrðâPL1t � â1tÞ
and P ¼ PrðâPL1t � â1tÞ for negative effects. In the following sections, I show both
two-sided and one-sided P-values.
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3.2 Data description

The data used in this paper can be found in standard databases on socioeconomic
and political country characteristics. The main outcome of interest is the expenditure-
side real GDP per capita at chained PPPs (in thousand 2011 US$) from the PennWorld
Tables version 9.1 (Feenstra et al., 2015, hereby, PWT). As for the standard set of
covariates used, I draw, from same source, the variables population size, the capital
stock per capita, a human capital index, openness as a share of GDP, the employed
share of the population, a dummy for whether GDP per capita growth was negative. I
further include the absolute latitude of a country’s centroid and a country’s land area;
inflation, a dummy variable indicating existence of oil or gas resources, the share of
women in the labour force, the age dependency ratio, fertility, all from the World
Development Indicators (World Bank, 2016); the Muslim share of the population in
1970 (McCleary and Barro, 2003), as well as three measures of political institutions:
polity score (Center for Systemic Peace, 2016), Gibney et al., 2016), and the liberal
democracy index (Coppedge et al., 2016). Several of these reflect standard variables
of interest from the growth literature (Barro and Sala-i-Martin, 2003; Mankiw et al.,
1992). The variables on the Muslim share of the population, the share of women in
the labour force are included to allow closer pairing with other Muslim countries
and/or those with limited female participation in the labour force. Additional out-
come variables, such as those related to education, labour, finance, institutions, and
health are investigated below in their respective sections.

Before moving to the results, it is useful to plot the growth in GDP per capita for
the decade before the AKP came to power as well as the decade after, while also
comparing it to different income groups. This is done in Figure 1. The two horizon-
tal dashed lines denote Turkey’s decade-level change in GDP per capita between
1993 and 2002, and 2002 and 2014 respectively, the former in dark grey and the lat-
ter in light grey colours. Superimposed are also the period-specific distributions of
changes in GDP per capita for four groups of countries, divided into quartiles by
their 2002 GDP per capita level. Turkey’s GDP per capita puts it in the upper middle
income group.

Overall, decade-level growth in GDP per capita was higher in the second period
than in the first, for all except the highest income group. Focusing on Turkey, the
difference is especially large; in the first period, Turkey’s decade growth falls way
below compared to all other income groups, and ranks among the 25th percentile
for all except the highest income groups. In the second period, Turkey’s growth is
higher but not higher than the median among the upper middle income group. The
upward skewness in the distributions further mean Turkey’s is below the mean
growth in GDP per capita during the 2002–2014 period. The sole income group that
Turkey is outgrowing is the highest income group, but then again, so are most other
countries outside of this group.

An alternative is to compare Turkey’s development trajectory under AKP with
previous periods in Turkey’s modern history. This is done in Figure 2, which plots
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GDP per capita in natural logarithms over time in the upper panel. Overlaid is also
the trend constructed, using the Hodrick and Prescott (1997) filter. Although this
graph shows a significantly higher growth in Turkey following the election of AKP,
it also shows an unprecedented slide during most of the preceding decade, and
illustrates the early high rates of growth as reversion to the trend. Interestingly,
GDP per capita under AKP only climbs above trend after 2008.

This graph does not take into account that the global environment may be con-
ducive to different rates of growth in different periods. Therefore, the lower panel in
Figure 2 shows the same kind of relationship but where the annual world average
in log GDP per capita has first been subtracted from Turkey’s value in each year. This
again, shows the unprecedented scale of the period around the 2001 financial crisis
and the much more measured uptick in Turkish development under AKP when tak-
ing into account the long-run trend as well as the global environment. In compar-
ison to past variation in Turkey’s development trajectory, the AKP period’s track
record of above-trend economic growth looks quite modest.

Figure 1. Distribution of GDP per capita (PPP, PWT) by country groups

Notes: Figure shows box plots for the distribution of growth in GDP per capita growth (PPP, from Feenstra
et al., 2015) between 1993 and 2002 (dark grey) and 2002–2014 (light grey), respectively, by income group. The
income groups are determined by splitting GDP per capita in 2002 into four quantiles, referred to in ascending
order as the Lowest, Lower middle, Upper middle and the Highest income groups. The respective decade
growth rates for Turkey, which falls into the upper middle income group, is illustrated by the dashed lines,
again dark grey for 1993–2002 and light grey for 2002–2014.
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Figure 2. Turkey’s GDP per capita over the long run

Notes: The black line in the upper graph represents Turkey’s GDP per capita (PPP, Feenstra et al., 2015) in loga-
rithmic scale, and the dashed line represents the trend line obtained from a Hodrick and Prescott (1997) filter.
The black line in the lower graph shows year-demeaned values of Turkey’s GDP per capita, and the dashed
line represents the trend line obtained from a Hodrick and Prescott (1997) filter.
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Consequently, from the onset there is no obvious evidence to suggest that Tur-
key’s growth has been anything but middling at best. The next section applies the
synthetic control method to find a better comparable set of countries to compare it
with.

4. Results

4.1 Economic output

Applying the synthetic control method to Turkey, Table 1 shows the predictor
means for Turkey and its synthetic counterpart. Although some variables remain
unevenly matched, several variables such as GDP per capita, the human capital
index, the economic crisis dummy, the share employed, the female share of the
labour force, land area, and two out of the three institutions variables included in
the set of covariates appear to be rather evenly matched.18

Figure 3 shows the main results for the outcome GDP per capita. The left-hand
column uses only pre-treatment averages as variables to match on whereas the
right-hand column of graphs also adds each lag of GDP per capita as additional vari-
ables to match on. The upper left graph shows Turkey’s GDP per capita being well
tracked by the synthetic unit up until the mid-1990s. where the two trends clearly
diverge; whereas Turkey’s income per decreases during this period, culminating in
the severe economic crisis in 2001, the synthetic control is mostly increasing during
this period and only weakly decreasing in the last two years before the intervention.
The available number of donors is 97 countries, and matching on covariate averages
alone results in country weights putting relatively high weight on Pakistan (39 per-
cent) and Italy (22 percent) with somewhat lower weights on four more countries
(Colombia, Bulgaria, Venezuela and the Democratic Republic of Congo). These are
shown in the bottom left graph, which plots all country weights above 2.5 percent.
The diverse crowd of countries is a testament to the multi-faceted nature of the
Turkish majority-Muslim, upper income and relatively well-educated economy.

After the intervention, Turkey’s economy grows faster than its synthetic control.
Ten years after AKP came to power, Turkey’s GDP per capita is 4,000 international
dollars higher than its synthetic counterfactual, representing a 27 percent increase.
This is a substantial increase, but smaller than what one would infer from simply
comparing the growth in Turkey’s GDP per capita between 2002 and 2014. It is also

18 Others, such as the inflation variable, population size, the oil/gas dummy, the Muslim share of the popula-
tion, and to some extent also the Polity index, are less evenly matched. As a majority-Muslim, upper middle
income country without significant fuel-related natural resources, designated by Polity as a democracy (in
2002), with a secular state, and the subject of recurring economic crises in the 1990s, this is testament to the
degree to which Turkey’s observable characteristics make it difficult to match. The point of using the above-
mentioned set of covariates is thus not to construct a synthetic control that matches perfectly but to allow the
SCM to construct an as-good-as-possible candidate for a synthetic counterpart.
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clear that using a candidate counterfactual extrapolated from Turkey’s pre-interven-
tion trend in GDP per capita would significantly overestimate the effect of the AKP
on economic development.

In terms of absolute magnitude, the estimated effect is not an outlier effect as
represented by the circles in the middle left-hand graph (which also shows the num-
ber of available donors and the pre-intervention root mean squared prediction error
(RMSPE) for Turkey as well as the donor pool average), which correspond to the
two-sided P-values from the permutation tests described above. The triangles corre-
spond to the one-sided P-values. There are a significant number of placebo effects at
least as large as Turkey’s. Yet, although several of these placebo effects are negative,
Turkey’s positive effect looks larger relative to the other positive effects. Whereas
around 30 percent of the effects are larger than Turkey’s in absolute magnitude, only
around 12 percent of the effects are larger than Turkey’s (in 2014), which is still not
low enough for any conventional levels of statistical significance. More concerning,
however, is the dip in Turkey’s GDP per capita just before the intervention, which
the synthetic control unit does not replicate. The matching on averages approach is

Table 1. Predictor means for Turkey and synthetic Turkey (1983–2002)

Treated Synthetic
(1) (2)

Mean Mean

GDP per capita (000s) 10.17 10.15
Population (millions) 56.23 68.45
Hyperinflation 63.09 14.83
Capital stock per capita (000s) 18.45 30.26
Human capital index 1.83 1.95
Trade/GDP (in %) 15.21 21.85
Economic crisis 0.35 0.32
Abs latitude 39.02 25.85
Oil/gas dummy 0.00 0.09
Share employed 0.30 0.33
Female labour force % 29.85 29.26
Land area 0.77 1.15
Age dependency 0.66 0.70
Fertility 3.00 3.61
Muslim share of population 0.99 0.41
Polity index 7.60 5.43
Political terror index 3.70 3.21
Liberal democracy index 0.38 0.39
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Figure 3. GDP per capita (PPP, PWT)
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thus unable to account for the pre-treatment dynamics in Turkey’s development tra-
jectory, and, as such, the treated and synthetic units can hardly be described as hav-
ing parallel trends during the crucial last quarter of the pre-treatment period. Given
the degree of mean reversion around the trend in GDP per capita, the estimated effect
here is likely upwards biased.

To accommodate this pre-intervention dip, the right-hand columns further add
GDP dynamics to the matching procedure. In addition to the averages (and following
Billmeier and Nannicini, 2013; Cavallo et al., 2013), I now also include each individ-
ual year’s GDP per capita value as a separate variable to use in the matching. Doing
this results in a synthetic control – represented by countries such as Brazil (19 per-
cent), Uruguay (16 percent), Rwanda (15 percent), Iraq (14 percent), and Venezuela
(11 percent) – that much better mimics the development progress of Turkey’s econ-
omy all the way up until the intervention. This can be seen from the RMSPE shown in
the middle graphs. In the left-hand graph, with only the covariate averages, the
RMSPE is 0.471, whereas including GDP per capita dynamics reduces this to 0.276.
Moreover, even though Turkey’s GDP per capita is still above the synthetic control for
several years in the post-treatment period (especially during the first five years of
AKP’s tenure), these differences are nonetheless smaller now. In 2014, the difference
is around 1,200 international dollars, a 7 percent increase and in no way statistically
significant.

Including the entire trajectory of pre-treatment GDP dynamics allows replication
of the pre-intervention dip in Turkey’s income per capita, but it also comes at a
potential cost as covariate weights (i.e., the weights vm mentioned in Section 3.1) will
likely shift from the standard covariates to the lagged outcome covariates. There
could thus be a trade-off between mimicking the pre-treatment lagged outcome vs.
having a synthetic control comparable to the treated unit along other dimensions.
This is explored in Figure 4 where I relax some of these restrictions. Column (1)
includes only even years of the lagged outcome as covariates, column (2) similarly
includes every third year of the lagged outcome (from 2002 and backwards), and
column (3) includes only the last five years (before the intervention) of the lagged
outcome. These variations continue to reasonably allow the replication of Turkey’s
pre-intervention dip and do not change the main result that Turkey’s GDP per capita
has increased roughly in parallel to its synthetic counterpart.

Notes: The upper graphs show Turkey’s GDP per capita (black) and its synthetic control (grey). The middle
graphs shows the difference between Turkey and its synthetic control together with corresponding placebo
effects for the units in the donor pool. The lower graphs described the country weights attributed to the indi-
vidual donor pool units in constructing the synthetic control for Turkey. Covariates used are the pre-interven-
tion averages of GDP per capita, population size, inflation, capital stock per capita, human capital index, trade
openness as percentage of GDP, a dummy for negative growth in GDP per capita, the absolute latitude, an oil
or gas dummy, the share of population employed, the percentage of women in the labour force, land area, age
dependency ratio, fertility rate, Muslim share of population, polity index, political terror index, and the liberal
democracy index. The left-hand column includes only pre-intervention covariate averages whereas the right-
hand column also includes each individual pre-intervention year’s GDP per capita.
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The final right-most column in Figure 4 focuses on the role of Turkey as a model
nation for other Muslim countries, and restricts the donor pool to only include coun-
tries where the Muslim share of the population is at least a quarter. This shifts the
dominant weights in the synthetic control to Tunisia (40 percent), Saudi Arabia (25
percent), and Malaysia (17 percent), with smaller weights also for Morocco, Iraq and
Albania. Arguably, the pre-intervention fit is somewhat worse with this restricted
donor set, an unsurprising outcome given the lower donor pool count. Nonetheless,
it shows Turkey’s GDP per capita growing significant slower than its predominantly
Muslim synthetic counterpart during the post-intervention period. Moreover,
among the control units in this donor pool, and although there are a few placebo
effects that are larger, the difference between Turkey’s and its synthetic counter-
part’s GDP per capita appears more of an outlier than before with several P-values
below the 10- and 5-percent thresholds.

Figure 5 further explores alternative outcomes of economic output, including a
similar measure of GDP per capita adjusted for purchasing power parity from the
World Bank, electricity consumption per capita, as well as consumption per capita.
These tend to show some indication that Turkey’s GDP increased faster than its
counterpart in the period up until 2007, but over a decade, the results are similar to
the main results in Figure 3 in that they fail to show any durable positive effects of
AKP rule, although all three measures have in common that the earliest five-year
period appears to exhibit unusually higher GDP per capita. This was also somewhat
pronounced in the main specification including the GDP dynamics, and overall,
this appears consistent with the narrative that the first few years of AKP experi-
enced significantly higher growth, even compared to various candidates for a syn-
thetic counterpart. These positive differences, however, appear to dissipate around
2008. As such, the synthetic control method applied to Turkey’s GDP per capita can
successfully replicate the pre-intervention dip in GDP per capita, but fails to find
durable post-treatment differences during AKP rule. Any short periods of faster
growth are evened out over the entire period, and compared to a set of comparable
– and predominantly Muslim countries – Turkey’s GDP per capita grew slower that
its counterpart.

Notes: The upper graphs show Turkey’s GDP per capita (black) and its synthetic control (grey). The middle
graphs shows the difference between Turkey and its synthetic control together with corresponding placebo
effects for the units in the donor pool. The lower graphs described the country weights attributed to the indi-
vidual donor pool units in constructing the synthetic control for Turkey. Covariates used are the pre-interven-
tion averages of GDP per capita, population size, inflation, capital stock per capita, human capital index, trade
openness as percentage of GDP, a dummy for negative growth in GDP per capita, the absolute latitude, an oil
or gas dummy, the share of population employed, the percentage of women in the labour force, land area, age
dependency ratio, fertility rate, Muslim share of population, polity index, political terror index, and the liberal
democracy index. Also included every even (third) year’s individual pre-intervention year’s GDP per capita in
the left-most (middle left) column. The middle right column includes the five last years’ values of GDP per cap-
ita, and the right-most column includes all pre-intervention years of GDP per capita and restricts the donor
pool to only those with at least a quarter of the population being Muslim.
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4.2 Post-crisis recovery

Turkey experienced a severe financial crisis in 2001, one year before the election which
brought the AKP into power. As shown in Figure 2, Turkey’s economy had been
underperforming for several years. One concern could be that part of the AKP effect
is instead the result of actions (such as the reforms mentioned in Section 2) occurring

Figure 5. Alternatives

Notes: Outcomes in columns from left to right are GDP per capita (PPP, from World Bank, 2016), Electricity
consumption per capita, and consumption per capita. The upper graphs show Turkey’s GDP per capita (black)
and its synthetic control (grey). The middle graphs shows the difference between Turkey and its synthetic con-
trol together with corresponding placebo effects for the units in the donor pool. The lower graphs described
the country weights attributed to the individual donor pool units in constructing the synthetic control for Tur-
key. Covariates used are the pre-intervention averages of GDP per capita, each individual pre-intervention
year’s GDP per capita, population size, inflation, capital stock per capita, human capital index, trade openness
as percentage of GDP, a dummy for negative growth in GDP per capita, the absolute latitude, an oil or gas
dummy, the share of population employed, the percentage of women in the labour force, land area, age
dependency ratio, fertility rate, Muslim share of population, polity index, political terror index, and the liberal
democracy index.
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as a result of the crisis before AKP’s rise to power. An alternative to matching using a
donor pool of countries during the same time period, as is done in the previous sec-
tion, is instead to compare Turkey’s 2001 crisis to other instances of severe financial
crises across time. This doesn’t necessarily allow separating the effect of AKP from the
effect of post-crisis recovery, but at least allows an evaluation of the composite.
A larger-than-normal effect in the Turkish 2001 crisis case would arguably be consis-
tent with the narrative of AKP having a growth-increasing role, although it could also
be the result of post-crisis reforms implemented before (or despite) the AKP. Assum-
ing that the liberal reforms implemented before the AKP comes to power were
growth-inducing (as is argued in Acemoglu and Ucer, 2015 and Atiyas, 2012), the esti-
mated effect in this case represents an upper bound to the effect of the AKP.

For this purpose, I use the dataset provided in Reinhart and Rogoff (2014) which
lists the most severe financial crises between 1857–2008. In order to include as many
of these crises as possible, I limit the covariates to those existing in the Penn World
Tables which has data from 1950 onwards as well as the combined Polity index from
Systemic Peace. I further require data to exist 10 years before and after the crisis.
This leaves 24 severe financial crises as the donor pool.

To focus on post-crisis recovery I index the outcome variable GDP per capita to 1
in the year before the crisis. As before, I use one specification that includes only pre-
intervention averages, including that of the outcome variable, as well as one specifi-
cation which further matches on each pre-intervention lag of the outcome variable,
omitting the year before the intervention as this, by construction, is going to be the
same for all donors (1 as a result of the indexing). The covariates used are, in addi-
tion to the pre-intervention outcome variable average, population size, the GDP
shares of investment, consumption, government expenditure, trade respectively;
inflation, as well as the Polity score. Lastly, I also include a dummy variable which
takes on the value of 1 if the country is undergoing a crisis, and zero otherwise from
a more detailed version of the Reinhart Rogoff dataset.19

Results of the two specifications are shown in Figure 6. As in the previous section,
simply matching on covariate averages as in the left-hand column results in some-
what different pre-crisis trends between the treated and synthetic control units. More-
over, there is little difference between the two during the first five years after the
crisis, and a small divergence around period 7 of the post-intervention period. As the
control crisis that receives the largest weight is the Argentina crisis of 2001, this is
likely due to different experiences in the global 2007–2008 financial crisis. The right-
hand column adds the dynamics as described earlier and unsurprisingly improves on
the mimicking the pre-intervention trend for the synthetic control. This specification
gives higher weight to another Argentina crisis of 1985 as well as the 1981 one in the
Philippines. In this case, Turkey’s GDP per capita trajectory is below its synthetic coun-
terpart for the first three years and again following the sixth year forward.

19 This dataset is available at http://www.hbs.edu/faculty/initiatives/behavioral-finance-and- financial-stab
ility/Pages/global.aspx.
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Figure 6. Post-crisis recovery, matched controls
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This section, applying other financial crises as donors, shows that there is no evi-
dence that the composite effect of 2001-related reforms and the coming to power of
the AKP had growth-inducing effects compared to other crises. To the extent that
the post-2001-crisis, pre-AKP, reforms were growth-inducing, this would suggest
that the pure effect of the AKP would be either zero or negative.

4.3 Additional outcomes

This section extends the outcome set beyond the GDP per capita measure. All specifi-
cations below include both covariate averages as well as pre-intervention outcome
variable dynamics.

4.3.1 Savings
Figure 7 further show results for two savings measures; gross national savings as per-
centage of GDP (from the IMF’s World Economic Outlook 2016) as well as adjusted
net savings as a percentage of gross national income (GNI), a World Bank (2016) mea-
sure that also includes adjustments for education expenditure and depreciation of nat-
ural resources. In both cases, the difference between Turkey and its synthetic
counterpart is quite substantial, consistent with AKP’s economic growth model imply-
ing lower savings. Figure 8 shows the extent of borrowing in the economy. The left-
hand graph has private credit as a percent of GDP as the outcome and illustrates the
large increases in credit during the period between 2003 and 2013. The middle column
shows a how Turkey’s net external debt stocks as a percent of GNI has not decreased
substantially during AKP and has increased since 2008. Yet this hides the shift in the
type of debt, which in the right-hand column is clearly represented by a significant
shift towards more short-term debt. These results resonate with the view expressed in
Rodrik (2015) that the AKP has engaged in macroeconomic populism through lower
savings and that borrowing has shifted from the public to the private sector.

4.3.2 Health
As described in Section 2, a central policy focus of the AKP’s has been expanding
health care access. Figure 9 therefore shows three health-related outcomes: life

Notes: The outcome is the GDP per capita indexed to 1 in 2002. The donor pools include all episodes that expe-
rienced a severe financial crisis as determined by Reinhart and Rogoff (2014). The upper graphs show Tur-
key’s GDP per capita (black) and its synthetic control (grey). The middle graphs show the difference between
Turkey and its synthetic control together with corresponding placebo effects for the units in the donor pool.
The lower graphs describe the country weights attributed to the individual donor pool units in constructing
the synthetic control for Turkey. Covariates used are the pre-intervention averages the outcome variable, the
GDP per capita, population size, inflation, GDP shares of consumption, investment, and government expendi-
ture respectively; trade openness, Polity index, and a dummy for whether the country was experiencing any
kind of crisis. The left-hand column includes only pre-intervention covariate averages whereas the right-hand
column also includes each individual pre-intervention year’s value of the outcome variable.
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Figure 7. Savings
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expectancy, infant mortality, and maternal mortality. Even though there is little
difference in terms of life expectancy between Turkey and its synthetic counter-
part after 2003, there are appear to be more substantial effects for both maternal
and infant mortality. Both show reductions in mortality after the AKP comes to
power, but the difference is especially large for maternal mortality. In 2002,
maternal mortality was around 70 deaths per 100,000 live births. In 2013 that
number was 18. Compared to the synthetic counterpart, this corresponds to a
36.8 drop in the levels, or equivalently, a two-thirds mortality reduction. Despite
this large negative effect, its absolute magnitude is dwarfed by several Sub-
Saharan African countries experiencing significant increases in maternal mortality
during the period, likely due to events such as conflicts and natural disasters.
Still, the one-sided p-value shows Turkey being a clear outlier in terms of its neg-
ative effect. In several years, less than 5 percent of the donors experience larger
mortality-reducing effects than Turkey.20. Thus, this is consistent with the expan-
sion of health service access under HTP having substantial effects on health out-
comes. The effects for infant mortality are consistent with reduced mortality risk
related to giving birth but here the effects are more muted in terms of their size
relative to the placebo effects.

4.3.3 Education
Figure 10 shows the results for enrolment in tertiary education for both sexes in the
left-hand column, females in the middle column, and males in the right-hand col-
umn. As a result of more limited data availability, the donor pool is somewhat
reduced, with 50 countries for the outcome including both men and women, and 28
countries for females and males respectively. The upper three graphs show large
increases in university enrolment for both men and women following the coming to
power of the AKP, and enrolment starts to increase even further after the 2006
reforms to increase the number of universities described in Section 2, especially for
women. By 2013, university enrolment for both sexes had increased to 79 percent up
from 26 percent in 2002. That same year, Turkey had increased its university

Notes: Outcomes in columns from left to right are Gross national savings as percent of GDP and adjusted net
national savings as percent of GNI. The upper graphs show Turkey’s GDP per capita (black) and its synthetic
control (grey). The middle graphs shows the difference between Turkey and its synthetic control together with
corresponding placebo effects for the units in the donor pool. The lower graphs described the country weights
attributed to the individual donor pool units in constructing the synthetic control for Turkey. Covariates used
are the pre-intervention averages of GDP per capita, each individual pre-intervention year’s GDP per capita,
population size, inflation, capital stock per capita, human capital index, trade openness as percentage of GDP,
a dummy for negative growth in GDP per capita, the absolute latitude, an oil or gas dummy, the share of popu-
lation employed, the percentage of women in the labour force, land area, age dependency ratio, fertility rate,
Muslim share of population, polity index, political terror index, and the liberal democracy index.

20 Removing Sub-Saharan Africa from the donor pool completely results in Turkey being an outlier also in
terms of absolute magnitude of the effect
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enrolment rate by 43 percentage points more than its synthetic counterpart. The
magnitude of this effect is unprecedented among the available donors. Despite the
smaller number of available donors for men and women separately, these results
still yield large comparative effects of AKP rule.

Figure 8. Financial outcomes

Notes: Outcomes in columns from left to right are Domestic credit to the private sector as percent of GDP,
External debt stocks as percent of GNI, and the short term debt as a percent of total external debt. The upper
graphs show Turkey’s GDP per capita (black) and its synthetic control (grey). The middle graphs shows the dif-
ference between Turkey and its synthetic control together with corresponding placebo effects for the units in
the donor pool. The lower graphs described the country weights attributed to the individual donor pool units
in constructing the synthetic control for Turkey. Covariates used are the pre-intervention averages of GDP per
capita, each individual pre-intervention year’s GDP per capita, population size, inflation, capital stock per cap-
ita, human capital index, trade openness as percentage of GDP, a dummy for negative growth in GDP per cap-
ita, the absolute latitude, an oil or gas dummy, the share of population employed, the percentage of women in
the labour force, land area, age dependency ratio, fertility rate, Muslim share of population, polity index, polit-
ical terror index and the liberal democracy index.
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Lacking comparable data on education quality for a large enough panel, these
results nonetheless illustrate the large impact AKP policies have had on access to
higher education for both men and women in Turkey.21

Figure 9. Health outcomes

Notes: Outcomes in columns from left to right are life expectancy, infant mortality, and maternal mortality.
The upper graphs show Turkey’s GDP per capita (black) and its synthetic control (grey). The middle graphs
shows the difference between Turkey and its synthetic control together with corresponding placebo effects for
the units in the donor pool. The lower graphs described the country weights attributed to the individual donor
pool units in constructing the synthetic control for Turkey. Covariates used are the pre-intervention averages
of GDP per capita, each individual pre-intervention year’s GDP per capita, population size, inflation, capital
stock per capita, human capital index, trade openness as percentage of GDP, a dummy for negative growth in
GDP per capita, the absolute latitude, an oil or gas dummy, the share of population employed, the percentage
of women in the labour force, land area, age dependency ratio, fertility rate, Muslim share of population,
polity index, political terror index and the liberal democracy index.

21 For a discussion of quality improvements in the Turkish education system, as well as some remaining chal-
lenges, see World Bank (2013).
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4.3.4 Labour
Given the expansion of university enrolment, a logical extension is to what extent
these gains in human capital have also translated into improvements in the labour
market. In the absence of comparable data on wages, the focus here is once again on
access. Figure 11 shows results for labour force participation by gender, with the
two left-most graphs representing the labour force participation rate for all men and

Figure 10. Education outcomes

Notes: Outcomes in columns from left to right are gross enrolment ratios for both sexes, females, and males.
The upper graphs show Turkey’s GDP per capita (black) and its synthetic control (grey). The middle graphs
shows the difference between Turkey and its synthetic control together with corresponding placebo effects for
the units in the donor pool. The lower graphs described the country weights attributed to the individual donor
pool units in constructing the synthetic control for Turkey. Covariates used are the pre-intervention averages
of GDP per capita, each individual pre-intervention year’s GDP per capita, population size, inflation, capital
stock per capita, human capital index, trade openness as percentage of GDP, a dummy for negative growth in
GDP per capita, the absolute latitude, an oil or gas dummy, the share of population employed, the percentage
of women in the labour force, land area, age dependency ratio, fertility rate, Muslim share of population,
polity index, political terror index, and the liberal democracy index.
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women, and the two right-most graphs representing the female and male labour
force participations for the age bracket 15–24 years ( hereby referred to as the
‘youth’) respectively.

A comparison of labour force participation by gender in Turkey shows a stark
contrast. Male labour force participation rate was in the 70s for most the period
before AKP to power and the corresponding rate for women has hovered around
the 30s. In both cases, there’s been a downward trend, likely driven by structural
factors such as urbanization, a shift out of agriculture jobs, increased access to
education.

Compared to their respective synthetic counterparts, male and female labour force
participation under AKP has fared very differently. For men, the coming to power of
AKP marks a trend break and an increasing participation rate while the synthetic con-
trol unit continues on a downward trend. For women, there is a significant trend
break for the synthetic control unit, whereas Turkey’s rate continues downward and
only starts to rise around 2005. The initial fall and late rise in female labour force par-
ticipation does not appear to be entirely driven by shifts into education, as the corre-
sponding effects for the youth (both in absolute terms as well as relative to the
synthetic counterpart) seem much less pronounced. Moreover, the increase in female
labour force participation after 2005 occurs at the same time as the increase in univer-
sity enrolment, not vice versa (if this was due to a shift from the labour force into uni-
versity education these ought to be negatively, not positively correlated).

Alternatively, focusing on unemployment by gender illustrates effects on job cre-
ation within the labour force. Similar to the earlier figure, Figure 12 shows results
for unemployment outcomes for men (odd columns) and women (even columns),
all ages (two right-hand graphs) as well as youth unemployment (the two left-hand
graphs). For men, the majority of the AKP period witnessed higher unemployment
levels, which have only come down to pre-2001 crisis levels after 2009. For male
unemployment of all ages, the difference between Turkey’s unemployment and its
synthetic counterpart is an outlier for several years of the post-intervention period.
At the end of the period, however, unemployment differences have narrowed con-
siderably and for male youth unemployment, Turkey’s unemployment levels
crosses below the synthetic counterpart after 2010.

Notes: Outcomes in columns are the female (male) labour force participation rates in the left-most (middle left)
columns, and the female (male) labour force participation rates for the 15–24 age group in the middle right
(right-most) graph. The upper graphs show Turkey’s GDP per capita (black) and its synthetic control (grey).
The middle graphs shows the difference between Turkey and its synthetic control together with correspond-
ing placebo effects for the units in the donor pool. The lower graphs described the country weights attributed
to the individual donor pool units in constructing the synthetic control for Turkey. Covariates used are the
pre-intervention averages of GDP per capita, each individual pre-intervention year’s GDP per capita, population
size, inflation, capital stock per capita, human capital index, trade openness as percentage of GDP, a dummy
for negative growth in GDP per capita, the absolute latitude, an oil or gas dummy, the share of population
employed, the percentage of women in the labour force, land area, age dependency ratio, fertility rate, Muslim
share of population, polity index, political terror index, and the liberal democracy index.
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For women, which as shown above, constitutes a considerably lower share of the
labour force than men overall, the relatively higher unemployment levels under
AKP are even more salient. For both total unemployment or youth, unemployment
have even demonstrably increased to a consistently higher level than the pre-inter-
vention levels. This contrasts sharply with the synthetic counterparts, which is both
lower in levels and exhibits a downward trend in the post-intervention period.

Consequently, the labour market appears to be one area where the AKP reign
has, if anything, served to lower access to employment to some extent for men, but
especially for women.

4.3.5 Institutions
In order to measure political institutions, I use three different measures. The first is
the ubiquitous Polity Index (Center for Systemic Peace, 2014), which measures
democracy through the prism of institutionalized authority, and ranges from �10 to
10 where higher values imply higher levels of democracy. The second the is the Lib-
eral Democracy measure constructed by the Varieties of Democracy Project (Cop-
pedge et al., 2016, hereby, V-Dem), and emphasizes individual freedoms and to
what extent the liberal principle is followed, with higher values indicating higher
levels of liberal democracy. The last measure is the political terror scale (Gibney
et al., 2016, hereby, PTS), which codes the extent of human rights violations in a
country with higher values indicating more extensive human rights violations.
These three measures complement each other: Polity focuses predominantly on the
selection process and powers of the executive, the V-Dem measure adds factors such
as suffrage and individual rights, whereas PTS focuses exclusively on human rights.
The different measures also allocate Turkey to very different places internationally
in 2002. The Polity index puts Turkey in the 54th percentile in terms of democracy,
V-Dem in the 61st percentile in terms of liberal democracy, and PTS in the 75th per-
centile in terms of human rights violations.

Figure 13 shows the results for the three institutional measures. As for the Polity
index, the left-hand upper graph shows a declining level of democracy from the late
1980s and a stagnation throughout the mid-1990s to 2010, a brief uptick, and a

Notes: Outcomes in columns are the female (male) unemployment rate in the left-most (middle left) columns,
and female (male) unemployment rate for the 15–24 age group in the middle right (right-most) graph. The
upper graphs show Turkey’s GDP per capita (black) and its synthetic control (grey). The middle graphs shows
the difference between Turkey and its synthetic control together with corresponding placebo effects for the
units in the donor pool. The lower graphs described the country weights attributed to the individual donor
pool units in constructing the synthetic control for Turkey. Covariates used are the pre-intervention averages
of GDP per capita, each individual pre-intervention year’s GDP per capita, population size, inflation, capital
stock per capita, human capital index, trade openness as percentage of GDP, a dummy for negative growth in
GDP per capita, the absolute latitude, an oil or gas dummy, the share of population employed, the percentage
of women in the labour force, land area, age dependency ratio, fertility rate, Muslim share of population,
polity index, political terror index, and the liberal democracy index.
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severe decline in 2013. From this index, there is thus no evidence of any early
improvement in democracy during AKP’s early period, and the sharp decline rela-
tive to its synthetic counterpart at the end of the period is an obvious outlier com-
pared to all the other placebo effects.

The Liberal democracy measure shows consistent increases in liberal democracy
values during most of the pre-intervention period, despite some stagnation during
the early-to-mid 1990s. Three years into AKP’s tenure, however, the measure starts

Figure 13. Institutional outcomes

Notes: Outcomes in columns from left to right are the polity index, the liberal democracy index, and the politi-
cal terror scale. The upper graphs show Turkey’s GDP per capita (black) and its synthetic control (grey). The
middle graphs shows the difference between Turkey and its synthetic control together with corresponding
placebo effects for the units in the donor pool. The lower graphs described the country weights attributed to
the individual donor pool units in constructing the synthetic control for Turkey. Covariates used are the pre-
intervention averages of GDP per capita, each individual pre-intervention year’s GDP per capita, population
size, inflation, capital stock per capita, human capital index, trade openness as percentage of GDP, a dummy
for negative growth in GDP per capita, the absolute latitude, an oil or gas dummy, the share of population
employed, the percentage of women in the labour force, land area, age dependency ratio, fertility rate, Muslim
share of population, Polity index, Political Terror index and the Liberal democracy index.
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to show consecutive decreases, and continues to decline throughout the remainder
of the post-intervention period. None of the individual years appear to be any out-
liers though. Similar to the Polity measure, the limited early increases in the liberal
democracy index are dwarfed by the subsequent falls after 2004.

The final measure of political terror shows a spike in human rights violations in
Turkey in the early 1990s, and a reversal to earlier levels in the mid-1990s, hovering
around what PTS coders refer to as ‘extensive political imprisonment’ to ‘murders,
disappearances, and torture being a “common part of life”’. Leading into AKP’s
tenure, this cycling back and forth between the third and second worst levels of
political terror continues. Meanwhile, whereas the synthetic control appears to track
the pre-intervention level of Turkey’s political terror rather well, the trend diverges
in the post-intervention period, leading to several years with Turkey exhibiting
extreme adverse effects in terms of human rights violations. And so, despite a brief
stint in 2003–2004 where Turkey exhibits a human-rights-improving year (consistent
with the early changes to the Turkish penal code described in Section 2, if anything
political terror under AKP appears to have either remained unchanged, and at the
end of the period has worsened considerably.

Given the political role of the military in Turkey’s modern history, a final rele-
vant measure of institutions is the size of the military, both in terms of military
expenditure as a percentage of GDP as well as the armed forces personnel as a per-
centage of the labour force (all from the World Bank, 2016). Figure 14 shows that
especially in terms of expenditure (and to some extent also for armed personnel),
the relative economic size of the military started to decrease significantly as soon as
AKP came to power, and over time widened somewhat. Compared to its synthetic
counterpart, Turkey in 2013 spent roughly 0.75 percentage point of its GDP less, a
clear outlier compared to the other placebo effects. As such, in addition to concerns
over the AKP’s view on the secular nature of the Turkish state, reduced economic
rents could also have exacerbated tensions between the government and the military
elites.

Following the institutional evolution of Turkey along these measures, the reader
should keep in mind that the AKP’s power of political institutions has been growing
over the post-intervention period. This could reflect the erosion of checks and bal-
ances, with the AKP government increasingly facing little institutional resistance in
conducting policy. It could also mean that some of the early changes in the institu-
tional outcomes are only partly the result of the AKP government, for good or
worse. For example, the early deterioration in the liberal democracy under the AKP
does not discriminate between whether this is due to the specific policy choice of the
government or any resistance from the elites within the bureaucracy or military.

On net, the synthetic control method applied to these measures of institutions
fails to uncover durable improvements in democratic institutions under the AKP.
Focusing on institutional authority reveals a failure to improve upon the powers of
the executive, there is also evidence of decreasing liberalism from early on, and
human rights violations have continued unabated and, at the end of the period,
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Figure 14. Military outcomes
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have worsened considerably. Taken together, these results question any narrative
that, without exceptions, emphasizes significant improvement in political institu-
tions during the AKP’s early reign. This doesn’t mean there weren’t any reforms that
may have had this characteristic, it merely measures the net effect of all reforms and
actions taken in a given year.

5. Concluding remarks

This paper has evaluated the economic track record of the AKP, using the synthetic
control method. A particularly useful aspect of this method is that it allows the con-
struction of a candidate for the counterfactual that mimics the dip in GDP per capita
preceding the coming to power of the AKP. The results show that Turkey under the
AKP grew no faster in terms of GDP per capita when compared with a synthetic
counterpart from a wide pool of other countries. Moreover, restricting the pool of
control units to only Muslim countries shows Turkey growing slower than its Mus-
lim counterparts. A related analysis comparing Turkey’s 2001 crisis to several other
financial crises across time also fails to find any positive effects in the Turkish case.

A singular focus on GDP per capita, however, hides the extent to which the AKP
has transformed the Turkish economy in other ways; within health and education
areas, I show large positive differences in infant and maternal mortality as well as
university enrolment, consistent with stated AKP policies to improve access to
health and education sectors for the relatively poorer segments of the population.
Nonetheless, increased access in these fields are not matched by improved labour
market access, as outcomes for women especially have – both in terms of labour
force participation as well as unemployment – deteriorated substantially. As for
measures of institutions, I fail to find any durable positive differences in measures
related to democracy or human rights, and in several instances there is evidence of
significant declines. A particularly salient feature of the AKP’s reign is reduced
political power of the military, and I show evidence of the military receiving lower
economic rents than its synthetic counterpart.

Notes: Outcomes in columns from left to right are military expenditures as a percentage of GDP and armed
forces personnel as a percentage of the labour force. The upper graphs show Turkey’s GDP per capita (black)
and its synthetic control (grey). The middle graphs shows the difference between Turkey and its synthetic con-
trol together with corresponding placebo effects for the units in the donor pool. The lower graphs described
the country weights attributed to the individual donor pool units in constructing the synthetic control for Tur-
key. Covariates used are the pre-intervention averages of GDP per capita, each individual pre-intervention
year’s GDP per capita, population size, inflation, capital stock per capita, human capital index, trade openness
as percentage of GDP, a dummy for negative growth in GDP per capita, the absolute latitude, an oil or gas
dummy, the share of population employed, the percentage of women in the labour force, land area, age
dependency ratio, fertility rate, Muslim share of population, polity index, political terror index, and the liberal
democracy index.
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A particularly noteworthy aspect of the results is the extent to which docu-
mented increases in health and education have so far not seemed to show up in
more consistent higher economic growth. One possible reason appears to be the lim-
ited degree to which increases in human capital have so far been met by similar
degrees of job creation. Another reason could be the absence of durable improve-
ments in institutional outcomes.
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Appendix A

Figure A1. Number of universities in Turkey

Source: €Ozo�glu et al. (2015).
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