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ABSTRACT

ACTORS, LEGAL FORMATION AND AUTHENTICITY IN ISLAMIC
BANKING AND ORGANIC AGRICULTURE IN TURKEY

OZGUR RAHSAN CETREZ
Ph.D. Dissertation, January 2016

Supervisor: Assoc. Prof. Ozgecan Kocak

Keywords: organizational forms, authenticity, Islamic banking, organic agriculture, Turkey

This dissertation investigates how new organizational forms with explicit moral claims take
shape as various actors make, revise, and evaluate symbolic claims and concrete practices.
To this end, I inductively examine Islamic banking and organic agriculture in Turkey
throughout their history spanning three decades to understand how Islamic banking and
organic agriculture are conceptualized, codified into law, translated into commercial
products, and communicated to various audiences.

I find that in both industries the question of ‘alignment’ to an ‘ideal’, the ideal being
informed by the alternative codes of, Islamic law in the case of Islamic banking, and the
rules of Nature in the case of organic agriculture was persistent throughout the history of
these industries. Debates over authenticity of practices, definitions and purposes in relation
to the ‘ideal’ included deliberate discussions of the sources and the nature of that ‘ideal’
facilitating ever detailed accounts of the ‘%deal’ and influencing the practices and the law
and regulations along the way.

In explicating the connection between construction of meanings and practices and their
relation to authenticity, this dissertation provides insights into how authenticity concerns as
conforming to a sacralized ideal play out in the trajectory of new organizational forms with
moral claims.

v



OZET

TURKIYE’DE KATILIM BANKACILIGI VE ORGANIK TARIMDA AKTORLER,
KANUNI OLUSUM VE OTANTISITE

OZGUR RAHSAN CETREZ
Doktora Tezi, Ocak 2016

Tez Danismani: Dog. Dr. Ozgecan Kogak

Anahtar Kelimeler: orgiitsel bigcimler, otantisite, Katilim Bankaciligi, organik tarim,
Tiirkiye

Etik degerlere dayali yeni orgiitsel bi¢imlerin nasil sekillendigine odaklanan bu ¢aligmada,
Tirkiye’de katilim bankaciligimin ve organik tarimin baslangiglarindan itibaren otuz yillik
stiregleri tiimevarim kalitatif ¢alisma yontemi ile incelenmis ve katilim bankaciliginin ve
organik tarimin nasil kavramsallastigi, kanunlarla nasil tamimlandig1 ve cesitli aktorlerce
nasil anlasildig1 ve anlatildig: arastirilmastir.

Calisma sonucunda, katilm bankaciliginda Islam Hukukuna dayali bir ideal banka ve
ekonomi anlayisinin ve organik tarimda Doganin isleyis kanunlarimi temel alan bir ideal
tarim ve tUretim anlayisiin bu iki endistrinin sekillenmesindeki c¢ok boyutlu rolleri
bulunmustur. Her iki endiistride de uygulamalarin, tanimlarin ve benimsenen etik degerlerin
ideal modellere uygunlugu, bir baska ifadeyle otantikligi hem sekilleri hem maksatlar
yoniinden tartigilagelmis ve ideal modellerin kendileri ve dayandigi temeller de bu
tartismalara konu edilmistir. Cesitli aktorlerin dahil oldugu bu tartismalar hem katilim
bankaciliginda hem organik tarimda uygulamalari ve kanuni siire¢ ve tanimlar1 etkilemekle
kalmay1p, ideal modellerin de zamanla daha ayrintilanmasina katkida bulunmustur.
Uygulamalar, tanimlar ve bunlari ideal modellere uyumlu kilma ¢abalar1 arasindaki
iliskileri ortaya koyan bu calisma, otantisite kaygisinin etik degerlere dayal1 yeni orgiitsel
bigimlerin sekillenmesindeki roliiniiniin anlasilmasina katkida bulunmaktadir.
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INTRODUCTION

This dissertation investigates how a new organizational form takes shape as various
actors make, revise, and evaluate symbolic claims and concrete practices. Symbolic claims
involve those relating to moral basis, solidarity, sustainability, social welfare, and identity.
Concrete practices include the legal framework of regulation, and the formal definition of
products and services. I inductively examine organic agriculture and Islamic banking in
Turkey throughout their history spanning three decades to understand how the concepts of
organic agriculture and Islamic banking are conceptualized, codified into law, translated
into commercial products, and presented to various audiences.

The goal of my research project is to understand dynamics of new organizational
forms that invoke explicit moral foundations. Organic agriculture and Islamic banking
propose a change in the process of agriculture and banking respectively for the sake of
common good. Organic agriculture is concerned with establishing agricultural practices that
is good for human, animal and environmental health. Islamic banking is involved in
creating interest-free financial transactions that conform to Islamic rule of prohibition of
interest that is also claimed to be a better practice for social and economic viability. Both
are informed by the alternative codes of, Islamic law in the case of Islamic banking, and the
rules and models in nature in the case of organic agriculture. Moreover, Islamic banking
involves political and ideological challenges regarding its moral ground, Islamic law, as it
is situated on a historical fault line characterized by ever-present tension between secular
ideology and Islam in Turkey. Thus, Islamic banking and organic agriculture are similar in
terms of an explicit reference to laws, rules and models in Islamic law and nature

respectively, yet different in terms of the degree of political and ideological contestation



around those laws, rules and models. This provides an opportunity to examine the influence
of such contestations in the trajectory of industries.

How do general and abstract sets of governing rules inform specific and concrete
practices? In particular, how do discussions of religion and nature figure in the techniques
of banking and agriculture respectively? The conversations regarding Islamic law as
informing the practices of Islamic banking always extend to discussions of Islamic law
itself and spill over to discussions on society and human being. Similarly, the discussions of
society and human being are in tandem with the discussions of practices in organic
agriculture and references to how nature works. How do actors imagine and create
alternative models for banking or agriculture? How do they associate their practices in the
present with ideals that are said to have prevailed in the past?

To understand the nature of these associations, I attend to key actors and the main
conversations among them in Islamic banking and organic agriculture. I find one way of
association is to refuse the dichotomies between modern economy and Islam, or technology
and nature and claim that Islamic models and models informed by nature are compatible
with modern life. In this conceptualization, the emphasis is on the claims that the modern
concerns such as social and economic development are compatible with Islamic models and
environmentalism. Modern conventional techniques are claimed to be falling short for
satisfying these concerns. In these accounts, Islamic banking and organic agriculture are
answers to these shortcomings. Practices of financing and agriculture are modified by
taking out interest and harmful agricultural inputs and re-defined as moral as well as
effective forms in terms of social and environmental and eventually economic impacts. In
these accounts, practices based on Islamic law, and the rules of nature ensure better social
and economic outcomes by putting certain limits on the activities believed to be causing
harm and injustice such as interest based financing and chemical agricultural inputs.

This is not the only account of Islamic banking or organic agriculture however. In the
second kind of accounts, actors drawing from the same source, Islamic law or the rules of
nature imagine a new social order along with new models of banking and agriculture. They

criticize the first account fiercely as replicating the very same forms and relations to which



Islamic banking or organic agriculture is believed to be in opposition. For these actors,
Islamic banking or organic agriculture is not merely new conceptualizations of moral and
effective financing or agricultural methods. Instead, they are versions of conventional
products and practices re-packaged as ‘Islamic’ or ‘natural’, without truly transforming
assumptions and relations embedded within those products and practices.

Actors taking this point of view instead hope that Islamic banking and organic
agriculture serve as midwives for an entirely different social organization and human
model. The fundamental feature of this different order in both Islamic banking and organic
agriculture is the notion of interconnectedness; humans are in relation to fellow humans and
all the existing things within and beyond physical world. This relatedness fosters caring,
justice and solidarity forming the basis of community which is thought to be eroded within
capitalist society against which these imageries are positioned. In these accounts, Islamic
banking or organic agriculture is against a system that separates human from community
and nature, economic relations and production from social relations and all of them from
the governing rules of the Divine and Nature respectively.

In these accounts, an Islamic model of banking should go beyond conceptualizing an
alternative to a Western institution; it should also be about conceptualizing an alternative to
the capitalist order within which the conventional banking was formed. Risk sharing, or
participation to losses and profits is not only the fundamental organizing principle of
Islamic banking but the organizing principle of society. In such a society, humans are not
self-interested rational individuals as conceived in capitalist order, but are in relation to
others caring about the well being of fellow humans as conceived in ‘Islamic’ order. As
such, Islamic banking challenges the assumptions regarding human nature and society and
not only the way the banking is performed.

Similarly an agricultural model based on local knowledge, local seed and biodiversity
is a model for organizing society where humans are embedded in relation with all animate
and inanimate things. Only understanding of this relationship can foster a social organizing
that is connected and in harmony with nature. This conceptualization of human and society

is contrasted with consumer-human who do not know what or why he consumes and is



unaware of the larger affects of his actions on society and nature. As such, organic
agriculture challenges the very assumption about the human - nature relationship and places
human squarely with all other beings at the same level and not above them.

My research has revealed that two distinct understandings of Islamic banking and
also of organic agriculture against an incumbent system manifest itself in the main debates
within and around each industry. Incumbent system in both accounts refers to conventional
banking or agriculture as well as capitalism, urbanization, industrialization, secularism or
modernization, depending on the arguments being made. In the first kind of accounts,
Islamic banking or organic agriculture is complementary, filling a gap within the system, or
serving the needs of previously excluded people on the grounds of their beliefs or
preferences. In the second kind of accounts, Islamic banking or organic agriculture is
alternative and in opposition to the larger system itself, it is about establishing a social
order based on solidarity and justice. In both accounts, the discussions of practices, formal
definitions, the system, the ideal, and the sources of that ideal are enmeshed and carried out
with the assessments and criterions of ideal in relation to, explicitly but not exclusively,
rules of the Divine or Nature.

The subject and findings of this dissertation connect with four streams of research
examining new organizational forms and changes in organizational forms and practices:
research on institutional logics, research on the role of social movements in creating new
organizational fields, research on emergence and use of market categories and research on
organizational authenticity. In the remainder of this chapter I first summarize these
theoretical perspectives in relation to how change in organizational forms has been
conceptualized. Next, I elaborate this dissertation’s specific contributions in relation to
particular issues in the studies of new organizational forms. I conclude with an outline to

the following chapters.



1.1. Studies of New Organizational Forms

Scholars using the frameworks of institutional theory, social movements and research
on market categories in the study of new forms and practices invoke logics, culture, frames,
and/or identity as symbolic resources utilized to create meanings and boundaries. Common
to this research stream is that establishing category features and its boundaries is a
collective process involving producers and their audiences such as consumers,
intermediaries, state and rivals with varying preferences over the meaning and the
boundaries of the category (Negro, Kogak and Hsu, 2010; Vergne and Wry, 2014).

Institutional logic perspective posits that institutions have a central logic, “a set of
material practices and symbolic constructions which constitutes its organizing principles
that provides individuals with vocabularies of motives and with a sense of self” (Friedland
and Alford, 2012: 248, 251). “Logics, in other words, provide guidelines on how to
interpret and function in social situations” (Greenwood, Raynard, Kodeih, Micelotta and
Lounsbury, 2011: 318). Organizations, organizational fields and professions operate in
multiple institutional spheres meaning that they are typically under plural and usually
conflicting institutional logics (Friedland and Alford, 2012). An organization that is under
the influence of incompatible expectations of multiple institutional logics face institutional
complexity (Greenwood, Diaz, Li, and Lorente 2010; Greenwood et al., 2011). Recently
scholars started to delineate the institutional complexity suggesting that organizational field
level characteristics (e.g. maturity, stability, the number of uncoordinated organizations or
social actors influencing the field, centralization) and organizational attributes (e.g. position
in a field, size, identity, hiring practices) as well as the individual level factors (e.g.
individuals’ intra- and extra- organizational relations and interdependency among
individuals) shape the form and intensity of institutional complexity that organizations
experience (Pache and Santos, 2010; Greenwood et al., 2011; Besharov and Smith, 2014).

The question of how organizations respond to institutional complexity, i.e.

incompatible multiple institutional logics is the main research interest within institutional



logics perspective and generally linked to understanding heterogeneity and change within
and among organizations and organizational fields. More specifically the studies of
institutional logics and institutional complexity are linked to the process of institutional
change (e.g. Dunn and Jones, 2010; Haveman and Rao, 1997; Thornton, 2002), strategic
responses of organizations (e.g. Oliver, 1991; Kraatz and Block, 2008; Pache and Santos,
2010) and the studies of hybridity in practices, identities and organizations (e.g. Battilana
and Dorado, 2010; Pache and Santos, 2013; Jay, 2013).

The first line of exploration, linking institutional logics and institutional change,
examines how dominant institutional logics within a domain shift, are replaced or sustained
usually as a function of exogenous forces and the interests and activities of certain actors.
In studies that emphasize power relations among actors, contestation over symbolic or
material sources among different actors adhering to different logics initiates emergence of
or changes in practices, forms and organizational fields (e.g. Leblebici, Salancik, Copay
and King, 1991; Seo and Creed, 2002). From this perspective, misalignment between the
institutional arrangements and interests and needs of actors who are the subject of those
arrangements provides impetus for institutional change. In studies emphasizing cultural
processes, institutional entrepreneurs (DiMaggio, 1988) realize and make use of the
conflicts among multiple institutions that become salient in a domain to further their
interests or understandings of the practice or forms. Contradictions or contestations among
institutional logics within a profession or organizational field usually become salient
through exogenous and endogenous influences such as historical context, the changes in
adjacent professions or organizational fields that have an overlap with the focal domain and
the new entrants to field.

The second line of exploration, suggesting competing institutional logics provide a
latitude for strategic organizational response to institutional complexity, examines what
those strategic responses are and how they are determined (e.g. Oliver, 1991; Kraatz and
Block, 2008; Pache and Santos, 2010). Kraatz and Block (2008) describe that organizations
may try to eliminate the pluralism (by denying validity of external expectations, attempting

to co-opt the entities that have contradictory demands, challenging the legitimacy of those



entities); compartmentalize them (by creating separate units that attend to different
institutional logics) or control the pluralism (by playing out different constituencies against
one another or facilitating a cooperative solution). Relying on Oliver’s (1991) typology,
Pache and Santos (2010) propose that organizations may acquiesce, compromise, avoid,
defy or manipulate the institutional demands. Their specific contribution is linking these
strategic responses to the nature of institutional conflicts (conflicts over means or goals)
and the degree to which the conflicts are represented within the organization. They propose
that organizations “resort to more resistant strategies when facing conflicting institutional
demands related to goals than when facing conflict related to means” (Pache and Santos,
2010: 469). This is because, they argue, means (processes and actions) are potentially more
flexible and negotiable compared to goals that reflect the core system of values.

The third line of exploration of institutional complexity focuses upon how multiple
logics are reflected in the organization’s structures, activities and processes and linked to
the hybrid organizing (Battilana and Dorado, 2010; Greenwood et al., 2011; Battilana and
Lee, 2014). Besharov and Smith (2014) delineate institutional complexity by proposing two
dimensions, logic compatibility and logic centrality, to explain the heterogeneity in how
multiple logics manifest in organizations. They conceptualize logic compatibility as “the
extent to which the instantiations of logics imply consistent and reinforcing organizational
actions” and logic centrality as “the degree to which multiple logics are each treated as
equally valid and relevant to organizational functioning” (Besharov and Smith, 2014: 367,
369). Their framework links variance along these two dimensions within organizations to
field, organizational and individual level factors such as number of professional institutions
at the field level, hiring and socializing practices at the organizational level and the
characteristics of relationships at the individual level rather than the actual contents of the
logics themselves. What Besharov and Smith’s work implies in terms of hybrid
organizations is that hybrids differ in their proneness to contestation due to multiple
institutional logics they instantiate depending on the dimensions of logic compatibility and

logic centrality. According to their framework, low compatibility/high centrality yields



contested hybrids while high compatibility/high centrality yields minimal conflict with the
potential for logic blending within organizations (Besharov and Smith, 2014).

Explicit or implicit in these studies and in general in institutional framework, the new
form or practice must acquire legitimacy to survive, that is, it must be perceived as
desirable, proper or appropriate by those who have the sources the new venture needs
(Suchman, 1995). Institutional entrepreneurs or change agents use framing, rhetorical
strategies (Suddaby and Greenwood, 2005) and stories (Lounsbury and Glynn, 2001) as
means of crafting new identities, facilitating change and/or acquiring legitimacy (Battilana,
Leca, and Boxenbaum, 2009).

Social movement theories applied to the emergence of new forms highlight collective
action of producers and/or activists that brings about change in markets or industries.
Similar to institutional entrepreneurs in institutional logic perspective, albeit with explicit
oppositional agendas, these collective actors utilize cultural resources usually referred to as
frames or codes that provide ‘schemata of interpretation’ and link beliefs and identities to
actions (Schneiberg and Lounsbury, 2008 ; Soule, 2012). Cultural frames in this perspective
are usually political, in opposition to dominant frames and product of collective
sensemaking. Frames define problems, provide solutions and motivate and garner support
by appealing to shared grievances and desires (Cornelissen and Werner, 2014).

Empirical research using social movements perspective in the study of form
emergence and change usually invoke identity concept as the basis of contestation and
political struggle. Cultural frames help constructing or reshaping collective identities and
promote changes in practices and forms usually in relation to dominant institutional forms
and practices. In studies using both social movements and institutional perspective, cultural
frames are usually conceived as carriers of higher schemata or institutional logics to inform
action. Weber, Heinze and DeSoucey (2008), for example, provide an account of how
activists by using cultural codes of sustainability, authenticity, and naturalness constructed
and mobilized an alternative logic in the creation of market for grass-fed meat and dairy
products in the United States. Rao, Monin, and Durand, (2003) depict how identity

movements in the professions valuing individual autonomy led elite chefs to abandon



dominant logic associated with classical cuisine for nouvelle cuisine in France. Lounsbury,
Ventresca and Hirsch (2003) in their study of for-profit recycling industry in US explicate
how recycling movement enabled the industry formation by reframing recyclables as
commodities that produced a common ground for collaboration among constituents.

Research on emergence and use of market categories within the organizational
ecology tradition uses categories to understand organization - environment relations and
conceive categories as part of the cultural and material environment that define audience
perceptions of organizational identities and forms. Categories give meaning to actors and
products, inform collective identities and constrain or enable market outcomes (Negro et
al., 2010). Categories and classification systems influence and are influenced by
perceptions of market audiences such as consumers, producers and critics although the
power and agency of a given participant may vary (Negro et al., 2010). The empirical
studies in this research stream focus on how categories as meaning systems emerge,
become legitimate, change, and shape market behavior and market outcomes with a main
focus on the latter. In studies invoking both categories and institutional logics, and
categories and social movements, categories are perceived as middle ground between logics
or frames and organizations and organizational actors that are proximate to actors and
amenable to manipulation (Vergne and Wry, 2014).

The role of authenticity in the emergence of new forms and practices recently gained
attention especially from scholars who use identity perspective within ecological research
and, to a lesser extent, social movement framework to examine form emergence and
evolution. Organizational scholars usually study the concept of authenticity within cultural
fields and generally focus on how perception of authenticity affects market outcomes such
as prices, and consumption patterns (Carroll and Wheaton, 2009; Johnston and Baumann,
2007). There is an agreement in this line of research on social and economic importance of
authenticity: authenticity valorizes the object by imbuing it with a deeper meaning.

Outside of cultural studies of authenticity, research in organizational ecology recently
started to conceive authenticity as a characteristic of producer identity (e.g. Baron, 2004;

Carroll and Swaminathan, 2000; Negro, Hannan and Rao, 2011) or an organizational



feature (e.g. Carroll and Wheaton, 2009; Kovécs, Carroll and Lehman, 2013; McKendrick
and Hannan, 2014). Scholars within the organizational ecology tradition posit authenticity
concern as a driving force for creation of new organizational forms with oppositional
identities to conventional counterparts. Empirical evidence in these studies suggests
increasing prevalence of some form of dominance in markets usually in terms of ownership
or process (e.g. foreign, multinational, industrial etc.) sparks concerns over authenticity
among consumers and producers leading to emergence of a cluster of peripheral producers
with authentic identities. Authenticity in these studies is a dimension of producer identity
that could be deployed strategically in relation to other producers to signal distinction.
Similarly, scholars using social movements perspective, usually conceive authenticity as
part of cultural frames for mobilizing collective identities.

What we learn from these studies on new organizational forms or practices is that
producers and their audiences collectively define and create meanings of the new industry
or the practice. Recent studies highlights the role of authenticity as a signal of
differentiation among producers that may possibly lead to new organizational forms or
collective identities. Researches differ in their focus on the role of audiences but generally
tend to examine a few predetermined sets of actors such as state, rivals such as dominant
incumbent producers and vanguards such as critics, activists, enthusiasts and analysts. My
reading of the aforementioned literature regarding new organizational forms or practices
reveals common presumptions about and treatment of these audiences. For example state is
generally assumed to be source of endorsement or material rewards. Rivals are almost
always dominant incumbent producers in a contentions relations with nascent producers.
Producers who may be perceived as similar or associated with nascent producers are not in
the picture. Vanguards such as critics, activists, enthusiasts and analysts are always treated
as homogenous in their preferred meanings and practices. Authenticity arguments are
almost always linked to the distinction arguments against ‘inauthentic other’. Below, I
discuss these presumptions in the extant literature in relation to state, rivals and vanguards

that limit a comprehensive understanding of new organizational form or practice

10



emergence. My findings that I summarize in the next section below contribute to these
undeveloped ideas in the studies of organizational form and practice emergence.

In terms of state’s role in new organizational form or practice emergence, state
authorization is generally assumed to benefit new ventures. From neoinstitutionalists’
perspective the benefit stems from state’s role as rationalizing and selecting appropriate
organizational forms and practices (Schneiberg and Bartley, 2001). State regulation and
accompanying legal formalization validates the industry as a rational and appropriate
venture. Researchers using social movements perspective or market categories within the
organizational ecology tradition generally highlight the impact of state intervention on
resource flows within or among organizational populations. For example, Wholey,
Christianson, and Sanchez (1992) showed that state regulations requiring health
maintenance organizations (HMOs) to file a deposit increased the failure rate of small
HMOs by a disproportional amount when compared with large HMOs. In their study of
nascent independent power sector Sine, Haveman and Tolbert (2005) focused on how
regulations in this sector lowered sectorwide economic entry barriers by altering financial
incentives for all players. Common to these studies is a well developed account of
dependence of organizations on the state but a less developed account of why the state acts
as it does (Simons and Ingram, 2003). A few studies focusing on the state - organization
relations outside of North America report more intricate relations such as symbiosis,
competition and rivalry other than dependence that is influenced by ideology, state capacity
and autonomy and the form of polity (e.g. Simons and Ingram, 2003; Ozen and Akkemik,
2012; Bugra and Savaskan, 2014; Ozel, 2014). These studies point to the value of in-depth
inductive examination of the role of state in the new organizational form and practice
emergence and evolution.

In terms of-rivals in the studies of new organizational form and practice emergence,
rivals are almost always conceived as dominant incumbent producers. For example in
institutional perspective, institutional entrepreneurs rise against incumbent institutions and
producers by advocating alternative logics. In social movements perspective, producer-

activist use cultural frames in opposition to dominant frames and producers to shape
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collective identities and promote changes. What is implicitly or explicitly is assumed in
these perspectives is that parties challenging established practices will be contested by the
defenders of those practices due to divergent positions and motivations. However a few
recent research using social movements perspective argued and showed that challengers
(nascent producers) and defenders (incumbent producers) could collaborate despite having
divergent goals (e.g. O’Mahony and Bechky, 2008; Van Wijk, Stam, Elfring, Zietsma, and
den Hond, 2013). These studies argued that the different parties could identify mutual goals
that lay the ground for collaboration. For example, O’Mahony and Bechky, (2008) argued
that open-source community projects and commercial firms in the proprietary software
development tradition collaborated because the former wanted to expand the scope of open-
source software and the latter were interested in tapping into an emerging market.
Collaboration in their context was possible thanks to boundary organizations created by
open-source community projects that attenuated the differences between themselves and
commercial firms while preserving boundaries between them (O’Mahony and Bechky,
2008). Van Wijk, et al. (2013) explains the collaboration between activists and field
incumbents in Dutch tourism industry by the features of sustainable tourism movement that
they refer to as movement permeability. They argued that activists’ disparate goals,
discourses and practices in sustainable tourism movement lay the ground for the
engagement and collaboration with the incumbents. These studies suggest that relations
among nascent and incumbent producers may take different forms other then rivalry as a
function of the motives, goals and the features of those goals as well as the interaction
patterns among these actors.

In the similar vein, aforementioned literature generally do not consider or examine
the producers who are similar to nascent producers in some aspect such as ideology or
practice as influential actors in the emergence and evolution of organizational forms or
practices. One such attempt is Simons and Ingram’s (2004) study in the mature field of
cooperatives. They argue and show that ideological similarity will evoke competition when
the populations depend on the same resource base, and mutualism if they do not. They

showed that two agricultural cooperatives with same ideology and resource base, moshav
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and kibbutz, competed with each other while each had mutualistic relations with credit
cooperatives that had kindred ideology and different resource base. However we do not
know whether there are other contingencies that may contribute to non-competitive
relations between ideologically similar producers even when they share similar resource
bases.

In terms of vanguards’ role in the studies of new organizational forms and practices,
researchers contend that vanguards such as critics, activists, enthusiasts or analysts
contribute to new form emergence by direct interaction with consumers, and by influencing
authorities or powerful intermediaries (Kocak, Hannan and Hsu, 2013). Through these
interactions, they help a common understanding to form among different sets of actors.
They are usually understood to be alliances of the industry and treated as a homogenous
group. For example, we do not know how and why critics, activists or analysts converge or
diverge in their preferred meanings and practices. Nor do we know exactly which roles they
play other than helping a common understanding of the industry to emerge. These
presumptions limit a comprehensive understanding of actors and their roles in the formation

of new practices or organizational forms.

1.2. Contributions to the Literature

The first contribution of this dissertation to the extant literature studying new
organizational forms and industries lies in its explication of two distinct accounts of Islamic
banking and of organic agriculture. Both accounts of Islamic banking and also of organic
agriculture convey a distinct alternative imagery to the incumbent organizational forms. In
each industry, two variants of ‘alternative’ with respect to the incumbent industries do not
only co-exist as distinct conceptualizations but are in relation with each other through
continuing debates over what is ‘ideal’, influencing the practices and the law and
regulations along the way. Actors while interacting with each other may emphasize one

variant of alternative over the other but they also use arguments from both imageries
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expanding and elaborating the content of each account over time. This expansion and
elaboration is especially salient in conversations around the ideal models as depicted in
Islamic law or rules and models in nature.

This is different from the general understanding of new forms or industries as more or
less settled on a dominant meaning, logic or classification. A few studies suggest that plural
institutional logics or multiple meanings can be maintained over time within a practice,
form or profession. They explain this plurality in terms of audience structure or inherent
duality of logics within professions guiding their expert knowledge and practices. For
example Jones, Maoret, Massa and Svejenova (2012) argue that distinct conceptualizations
and practices within modern architecture were possible due to serving different mix of
clients associated with institutional logics of state, religion, commerce and family. Dunn
and Jones (2010) suggest medical education always incorporated logics of care and science
but their salience varied depending on the external and internal contestation over
jurisdictional control and meanings.

The cases of Islamic banking and organic agriculture suggest that two variants of
alternative were not the products of competing logics or distinct clientele. Both industries
serve to general public and two variants of alternative exist in the accounts of Islamic law
scholars or self-acclaimed environmentalists. In institutional terms, the actors adhering to
the same logic had different understandings of Islamic banking or organic agriculture and
its relation to the incumbent system. Thus, theories of institutional logics as developed and
used within organizational studies are not sufficient for explaining the phenomena that I
observe in these two cases.

This finding brings two main questions along with it. Why is there such a distinct
anti-capitalist criticism? What explains the different accounts within seemingly
homogenous set of actors? Given observations that markets are increasingly described with
moral terms (Fourcade and Healy, 2007) and that previous studies examining new ventures
with critique of modern systems do not report such strong anti-capitalist accounts parallel
to the one described (e.g. Carroll and Swaminathan, 2000; Weber et al., 2008) these

questions become more curious.
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Based on my data, I cannot provide a full account for these questions. However, the
persistent references to ‘how things must be according to Islamic law’ or ‘how things work
in Nature’ in the data suggest that the explicit vision of an ‘ideal’ for the moral project is
important in shaping the form and the discourse of the market. Empirical work in new
organizational forms with specific moral claims such as anti-industrial stance usually report
a bottom-up, social movement like process in the emergence of such forms. In these
settings, new industry forms as a loose alliance of early activist-producers collectively
building an anti-industrial rhetoric along the way while associating it with their collective
identity and a craft-like process (e.g. Carroll and Swaminathan, 2000; Weber et al., 2008).
Anti-industrial rhetoric and practices are usually built in relation to industrial system. There
is no strong explicit guiding rules to inform practices in such markets.

Islamic banking differs from such projects with its specific reference to Islamic law.
Islamic law does not only inform the discourse of Islamic banking but also provides an
ideal as a model. Similarly, in organic agriculture people talk about models/systems in
nature as an ideal for organic agriculture to live by. In these cases market formation is not
just collective construction of meaning, but collective construction of meaning according to
a given ‘ideal’. I suspect, when the moral project is understood to be as conforming to an
ideal existed or constructed already, market dynamics become more complex. This is
because the model of ‘ideal’ brings its experts and defenders to the market formation along
with it. This gives examination of the experts and the defenders of the ‘ideal’, the sources
and nature of that ideal and historical and conceptual relation of the ideal to the
phenomenon at hand a paramount importance.

The second finding of my study relates to the concept of authenticity in new
organizational form creation. What I find that is different from previous studies of new
organizational forms is the centrality of the question ‘What is ideal?’ for the actors involved
in these two industries. Extant literature contends that institutional entrepreneurs engage in
sense-giving efforts to define new organizational forms (Negro et al., 2010; Vergne and
Wry, 2014). They answer the question ‘What is .... ?° for microbrewery (Carroll and

Swaminathan, 2000), modern Indian art (Khaire and Wadhwani, 2010), satellite radio

15



(Navis and Glynn, 2010), multidisciplinary practice firms (Suddaby and Greenwood, 2005)
by listing various features of the new organizational form, its products and practices, often
in order to highlight its difference from incumbent forms. I find that the “What is the ideal

. 7’ question is even more central in Islamic banking and organic agriculture. The
discussions in both industries are simultaneously about the meaning of Islamic banking or
organic agriculture and the validity of those meanings and practices in relation to
specifically but not exclusively Islamic law or the rules of nature. In other words, actors in
both cases were not only involved in meaning construction (discussions around product
features, labels, purposes etc.) but also were deliberately discussing the authenticity of
meanings, labels and the practices as well as the criterions to be used in authenticity
assessments. The main concern in these accounts was not differentiation from opposed
models as current literature generally suggests but being aligned with sacralized forms and
purposes.

This was especially salient in Islamic banking. The notions of the ‘real’ figure
prominently in Islamic banking. Phrases like ‘real trade’, ‘real profit’, ‘real economy’, ‘real
value’ and the discussions about ‘real money’ based on a ‘real substance’ as alternative to
paper currency all used in the accounts of Islamic banking as grounded on ‘real activity’
and therefore distinct from conventional banks that earn money out of money with no ‘real
contribution’ to the society. Each reference to ‘real’ and many more were discussed
extensively among Islamic law scholars and Islamic bankers in relation to Islamic law,
formal codification, conventional system and the socio-political context.

This has two main implications for current research linking organizationals forms
with authenticity. First, it suggests that when industries are grounded on explicit moral
foundations, the question of validity of those morals reflected in both symbolic and material
domain may be an important part of collective construction of the form. In terms of larger
literature studying new forms and industries, this brings the notion of authenticity, that is,
the realness or genuineness of the meanings and practices, to the center of form emergence
and evolution. Unlike generally conceived as status symbol or signal of distinction,
authenticity as conforming to an ideal maybe intricately linked to the discussions of

meanings and definitions.
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Second, the parallel question of ‘what is ideal?’ as an intricate part of the question
‘what is i1t?” may require first establishment of criteria to be used in authenticity
assessments. Authenticity accounts in Islamic banking provide a compelling example of
deliberate discussions around the criteria to be used in authenticity assessments. Islamic
law scholars differ in their understandings of Islamic law largely due to plurality of sources
and reasoning techniques within Islamic law which reflects itself on which criterions have
preference in assessing an action’s compatibility to Islamic law. This is different from the
current research on authenticity that implicitly assumes a more or less established
classification or set of criteria while examining authenticity claims. A specific
understanding of ‘the other law’, Islamic law in Islamic banking and rules and models in
Nature in organic agriculture is the source of criteria in authenticity assessments, however
the differences in understanding of ‘the other law’lead contestation over which criterions
have preference in authenticity assessments.

Although authenticity assessments and discussions of criterions included references
to conventional counterparts in both industries, the discussions were not about claiming the
conventional counterpart as inauthentic. Authenticity discussions in both Islamic banking
and organic agriculture is an ‘internal issue’revolving around the true meaning of ‘Islamic’
or ‘natural/organic’. This is again different form the current literature that examines the
authentic (art, identity, product etc.) in relation to inauthentic which is consistent
considering the main focus is distinction claims and separation from ‘other’. Unlike current
literature and more consistent with original meaning of authenticity, I find the authenticity
discussions in both Islamic banking and organic agriculture is mainly about ‘aligning’ to an
ideal.

These findings on authenticity bring a fresh look at to the concept of authenticity in
the studies of new organizational forms and categorizations. Authenticity may have a larger
role than a mere strategic tool used for separation as generally assumed in categorization
studies. It may be at the center of form/categorization emergence as part of collective
construction of meaning discussed in relation to not only the inauthentic ‘other’ but maybe

more so in relation to an ‘ideal’.
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In addition to explicating two co-occurring meanings of Islamic banking and also of
organic agriculture and their relation to authenticity, this dissertation presents several
contributions in relation to specific issues in the studies of new organizational forms. One
of these and the third contribution is its explication of heterogeneity within a presumably
same set of actors. I find that the actors generally lumped together as intermediaries such as
critics, reviewers or analysts in the organization literature are more differentiated differing
strikingly in their understanding and evaluation of industries. In both Islamic banking and
organic agriculture there were people who played facilitating role but differed strikingly in
their understanding of the focal industry. I identified two distinct roles among Islamic law
scholars in Islamic banking and among self-described environmentalists in organic
agriculture and referred to them as ‘moral certifiers' and ‘idealists’.

Advisory Boards within Islamic banks (commonly known as Sharia Boards in other
countries, not necessarily formally in the organizational structure) and non-governmental
organizations such as Bugday Association for Supporting Ecological Living are most
representative of moral certifiers. Islamic law scholars in Advisory Boards and people at
Bugday do not have legally defined roles as control, regulation or certification bodies but
nonetheless perform very similar roles to those carried out by formal bodies. They also
endorse the industry as a moral enterprise and actively work on developing public
consciousness on the harms of interest in banking and chemicals in agriculture, guiding
public preferences towards these industries.

Individuals, groups of people, or NGOs whom I refer to as idealists are in the same
camp with moral certifiers regarding their desire for morally grounded alternatives to
conventional banking and conventional agriculture. Islamic law scholars such as Abdiilaziz
Bayindir and Kibele Ecologic Life Cooperative are most representative of idealists. Like
moral certifiers, they are actively involved in consciousness raising activities for a better
alternative by producing and disseminating knowledge through their writings, public
appearances, and events. Unlike moral certifiers, idealist do not represent Islamic banking
or organic agriculture in its current form as conducted by certified producers as ‘the better

alternative’. They differ from moral certifiers significantly in their conception of the
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imagined alternative. A stance against the dominant system - the system being capitalism,
modernity, urbanization, industrialization, globalization, science, secularism, tradition etc.
depending on the argument - composes a significant part of idealists’ accounts that
differentiates them from moral certifiers. Whereas idealists imagine Islamic banking or
organic agriculture as an alternative outside of the mainstream finance or agriculture
respectively, moral certifiers perceive these industries as alternatives existing alongside and
within the mainstream finance and agriculture.

In short, I find moral certifiers and idealists to be similar in terms of the ideologies
and motivations they express. Yet, they take very different positions and have divergent
priorities on some key contested issues and attempt to shape the emerging form in different
ways. I consider two possible explanations for this variance based on the extant literature:
research on institutional logics and research on relational networks and interaction within
markets

A dominant explanation for the heterogeneity among actors in institutional theory is
the existence of contradictory logics within or among institutions. For instance, Suddaby
and Greenwood (2005: 61) explain that the logic of professionalism holds an “inherent
contradiction contained in the tension between "core values" and "commercial interests””
that eventually becomes overt and provides a space for contestation and differentiation
among the members of the same profession. Although idealists occasionally challenge
moral certifiers for being too lenient on producers for the sake of viability of the industry,
my data points to the main debates among them revolving around what should constitute
the core values for the industry. Moreover, neither idealists nor moral certifiers are involved
in practicing Islamic banking and only a few of them are commercially involved in
practicing organic agriculture, hence their economic interests are not tightly linked to the
viability of these industries. Idealists and moral certifiers were generally Islamic law
scholars with similar educational and professional backgrounds in Islamic banking and
people who generally considered themselves as within the ecological movement in organic
agriculture. I do not find any other cultural, ideological, or logical divide between moral

certifiers and idealists either. Therefore, I conclude that the differences I observe among
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idealists and moral certifiers are not due to contradictions between "core values" and
"commercial interests”.

Research on relational networks and interaction within markets contends that
differences in patterns of interactions among actors is associated with construing similar or
diverging understandings of the same phenomenon (e.g. DiMaggio, 1997; Kogak et al.,
2013; Gray and Silbey, 2014). Similar to this account, recent studies in institutional
complexity suggest that actors’ intra- and extra-organizational relationships and their
degree of interdependence influence how they interpret and use institutional logics (e.g.
Greenwood et al., 2011; McPherson and Sauder, 2013; Besharov and Smith, 2014). Moral
certifiers have more frequent relations with certified producers due to the ‘informal
regulative role’ they play. This may make their understanding of the focal industry more
aligned to the understanding of the producers. But the degree and nature of relationship
they have with producers is their own choice - it is not an assigned formal role that can
serve as an exogenous explanation of these individuals’ views. Moreover, some idealists
previously played moral certifier roles, making the °‘diffusion of meanings through
interaction’ account less plausible.

Although my data provides diverse evidence regarding the difference in relation to
the ‘system’among actors it does not provide evidence to fully account for the basis of this
difference. Islamic banking case suggests different ‘styles’ in relation to interpretation of
Islamic law among Islamic law scholars influence their understanding of Islamic banking.
However, the question of the sources of adhering to different ‘styles’ in the first place
remains. This finding points to the need for more research examining the heterogeneity
within the same set of actors such as among producers or among critics that are presumed
to be under the influence of same institutional logic or having similar relational and cultural
networks.

As the fourth contribution, my findings add to the growing body of research
exploring conditions under which identity-based boundary weakens or strengthens.
Scholars studying market categories with oppositional identities usually invoke social

movement framework and report that producers activate sharp identities and automatically
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devalue the incumbent category. In these studies, producers are commonly assumed and
depicted as capable and motivated to differentiate themselves from the incumbent or
oppositional producers. For example grass-fed producers used cultural codes to deem
conventional products as inferior (Weber et al., 2008), and microbreweries used
oppositional identity strategies to exclude mass-production brewing companies (Carroll and
Swaminathan, 2000). Negro et al. (2011) showed traditionalist producers highlighted their
collective identity to maintain categorical distinctions when the modernist producers
claimed the same label in the case of Barolo/Barbaresco winemaking.

Taking categorical distinctions and boundaries as their main focus, these researchers
tend to miss or ignore the concerns other than differentiation in boundary drawing.
Similarly, the discussions on the influence of larger contextual constraints on using identity
claims to establish or maintain categorical distinctions is generally omitted. My findings
point to industry specific and societal level conditions that limited the capacity and
motivation of producers to invoke sharp distinctions based on identity from both
conventional counterparts and similar ventures.

Drawing mainly from Islamic banking, I find, unlike current research claims
producers did not automatically engage in activating sharp identities and devalue
conventional counterparts. Specifically, Islamic bankers avoided the name ‘Islamic
banking’ and any explicit references to Islam, because of their understanding of Islam as
sacred and not to be confounded by material world; the social concerns of implying
exclusion on the basis of religion; the instrumental concerns over appealing to a wider
audience; and secular ideology perceived as hostile to explicit Islamic references.

In relation to similar ventures, I find, relation-based constraints, (both material and
ideological affinity), limited the capacity and motivation of producers to invoke sharp
distinctions between their industry and similar ventures even though those ventures were
perceived as harming the industry. Specifically, multi layered social and economic relations
with and ideological affinity to similar ventures in Islamic banking and the perceptions of
similar ventures as being within the same camp in organic agriculture limit producers’

ability and motivation to separate their industry from similar ventures.
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As the fifth contribution, I explicate how producers try to influence categorical
expectations through engaging with other actors over validity and feasibility of those
expectations and also through highlighting the symbolic importance of their work.

While extant research on market categories show evidence that organizations benefit
from fitting into externally imposed categorical expectations and penalized for
nonconformity (Hsu, Hannan, and Kocgak, 2009; Zuckerman, 1999), a growing body of
research started to examine how producers deviate from those expectations without
negative repercussions. Scholars usually highlight the features of categories or external
factors in the leniency of categorical expectations as explanation for organizational
deviation. Deviation from categorical expectations is less problematic when classification is
emerging or in flux (Ruef and Patterson, 2009) or when a specific contingency influences
audience perceptions (Glynn and Lounsbury, 2005). A recent study suggests deviation is
possible even when category is fairly taken-for-granted. Hsu and Grodal (2015) shows
tobacco firms could increase tar and nicotine deliveries (core features) of the light cigarette
category through strategic concealment as the category taken-for-grantedness increased.
Increasing category taken-for-grantedness was associated with lower scrutiny over
categorical imperative which provided opportunity for producers to manipulate core
categorical features.

My findings contribute to the broader issue of how producers depart from category
expectations by highlighting the role of conversations over authenticity between producers
and the other actors. Specifically, Islamic bankers try to influence category expectations
and sometimes could modify key features by challenging and negotiating the expectations
of Islamic law scholars. To this end, Islamic bankers questioned the feasibility of
expectations in current realities; made use of conflicting views among Islamic law scholars
regarding key features, and emphasized the symbolic importance of Islamic banking that
highly resonated with Islamic law scholars. Organic producers usually challenged the
feasibility and relevance of expectations in current realities such as questioning the

feasibility of using local seeds, or relevancy of criticisms around green-house production.
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And lastly, as the sixth contribution, this study adds to authenticity research by
broadening the understanding of authenticity dynamics by examining two different contexts
outside the cultural fields. The concept of authenticity is usually linked with distinction
claims and perceptions both in research on cultural fields and in organizational studies
examining the emergence of new forms and practices. Organizational scholars usually
conceive authenticity as a dimension of producer identity that could be deployed
strategically in relation to other producers to signal distinction.

Focusing on producer side conversations around the authenticity of products and
services of Islamic banking and organic agriculture, I find that the concerns over
authenticity was persistent throughout the history of these industries. The authenticity
assessments in these industries are less about social status as suggested by cultural studies
or oppositional identities and differentiation as suggested by ecology and social movements
research but more about conforming to a sacralized ideal.

Unlike current research that focuses on and shows evidence for the influence of
authenticity perceptions on market outcomes, I highlight the influence of authenticity
concerns over formal codification and regulation process. The accounts related to the
formal codification in and around these industries almost always carried out in terms of
their compatibility to an ‘%deal’ in both form and spirit. In Islamic banking, the actors I
refer to as idealists and to a lesser extent moral certifiers favor detailed formal codifications
of products and industry-wide standardization to ensure that products conform to Islamic
law. This presents a compelling example of influence of authenticity concerns in legal

formation of industries.

1.3. Outline of Dissertation

In the following pages, I first describe the methods, data, analysis process and cases

in Chapter 2. In Chapter 3, I introduce five distinct actors common to each industry. I refer

23



to these actors as: state, certified producers, non-certified producers, moral certifiers, and
idealists. 1 explain the role of state in each industry in Section 3.1. State refers to
government, and government bodies and officials and was the main authority in the legal
creation of these industries. Political contestations and larger ideological forces were more
influential in state regulation of Islamic banking than in organic agriculture. State - Islamic
banking relations show how societal level conflict between secular ideology and Islam was
reflected in the discussions of formal codification of Islamic banking. Islamic bankers
interpreted state’s specific legal attempts as a threat to the very existence of the form until
early 2000s when ideological contestation lost its heat.

I explain certified producers referring to managers and owners of Islamic banks and
the small and large producers and businesses that produce certified organic products in
Section 3.2. The products of certified producers are formally codified by state and regulated
and certified by state-authorized bodies as conforming to related laws and regulations.
Certified producers in both industries are similar in depicting their industry in terms of its
benefit to economy, society or environment, but they do not compose a uniform group.
Islamic bankers are divided in their views on proper and distinct legal definition of Islamic
banking. Understanding of law as a marker that separates Islamic banking from
conventional banking irrespective of its benefits or drawbacks versus understanding of law
as a tool for symbolic and material gains was the main axis of the division among Islamic
bankers. The division among certified organic producers hinges on atomistic versus holistic
approach to organic farming.

Non-certified producers are producers who might be perceived as comparable to or
associated with certified producers but operate outside the formal organic or banking law. I
describe labels such as ‘natural’, ‘local’, or ‘traditional’ in organic agriculture and Islamic
holdings in Islamic banking as non-certified producers in Section 3.3.

In Section 3.4., I describe the people that I refer to as moral certifiers; Advisory
Boards within Islamic banks (commonly known as Sharia Boards in other countries) and
non-governmental organizations such as Bugday Association for Supporting Ecological

Living. Islamic law scholars in Advisory Boards and people at Bugday do not have legally
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defined roles as control, regulation or certification bodies but nonetheless perform very
similar roles to those carried out by formal bodies. They also endorse the industry as a
moral enterprise and actively work on developing consciousness in public around the
specific issues of chemicals and interest and guide the public preferences towards these
industries.

In Section 3.5., I describe people I refer to as idealists. These people, groups of
people, or NGOs are at the same camp with certified producers and moral certifiers
regarding their desire for alternatives to conventional banking and conventional agriculture.
However they differ from those actors significantly in their conception of the imagined
alternative. I explain what idealists mean when they refer to ‘being accord with nature’ or
‘being accord with Creation, fitrat’ while elaborating their views of organic agriculture and
Islamic banking respectively. I show, a stance against a dominant system (system referring
to one or more of the following: capitalism, modernity, urbanization, industrialization,
globalization, science, secularism, tradition) composes a significant part of idealists’
accounts that differentiates them from certified producers and moral certifiers. Idealists
conceive Islamic banking and organic agriculture as an alternative outside of the
mainstream finance or agriculture respectively. For moral certifiers and certified producers,
these industries represent an alternative existing alongside and within the mainstream
finance and agriculture.

In Chapters 4 and 5, I focus on two persistent themes figuring in the conversations of
these actors throughout the history of Islamic banking and organic agriculture. The first
one, the formal definition and incorporation of the focal industry within the legal system is
the topic of Chapter 4. The second one, the debates around whether Islamic banking and
organic agriculture are really what they are purported to be is the topic of Chapter 5.

In Chapter 4, 1 claim and show that i. different positions with respect to formal
codification among different actors, ii. larger legal space, and iii. larger socio-economic
context were influential in the persistence of the debates around formal definition of these

industries.
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In Section 4.1., I describe how variations in the positions of actors in relation to
formal law influence how these actors understand legal codification of the focal industry. I
identify four main priorities - separation from conventional counterparts; alignment with
the ideal form; ensuring a viable operation; and separation from similar ventures- in respect
to formal codification that figured in the accounts of idealists, moral certifiers and certified
producers to a varying extent.

In Islamic banking, in the accounts of the actors that I refer to as idealists and moral
certifiers, legal codification of Islamic banking is about aligning formal definition with the
contractual forms in Islamic law while simultaneously separating it from conventional
banking. These actors are generally in favor of detailed legal codifications of Islamic
contracts and establishing industry-wide standards. In the accounts of Islamic bankers, legal
codification of Islamic banking is about ensuring safe and viable operation of Islamic
banking. Islamic bankers are usually less enthusiastic regarding strict, detailed regulations
and setting up industry-wide standards compared to idealists and moral certifiers.

In organic agriculture, in the accounts of the actors that I refer to as idealists, legal
regulation in agriculture in general revolves around the criticism of capitalism and used as
an ideological tool to depict the ills of the system while simultaneously drawing from the
rules and models in Nature. Unlike Islamic banking the concerns about separation from
conventional agriculture do not figure in the idealists’ accounts in relation to legal
codification.

In both industries, the people I refer to as idealists and moral certifiers have
ambivalent attitudes towards unregulated similar ventures. And in both industries certified
producers did not or could not overtly separate their industry from non-certified producers
even when they are perceived as rivals or threats to focal industry. Islamic banks’ multi-
layered relations with similar ventures in Islamic banking and the perceptions of similar
ventures as being within the same camp in organic agriculture influenced producers’ ability
and motivation to separate their industry from similar ventures.

In Section 4.2., 1 describe the specific challenges that arose from the larger legal

space in relation to formal codification of Islamic banking and organic agriculture. I claim
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and show that beyond just creating the legal definition of an organizational form, there is a
separate challenge: the challenge of making legal definition of organizational form
compatible with other legal definitions so that the form becomes operational. I show this
issue was especially salient in Islamic banking because it introduced new terms and
definitions such as profit and loss accounts and expected profit that did not fit neatly with
related regulations in tax and accounting.

In Section 4.3., drawing mainly from Islamic banking case, I explain how external
factors, such as ideological contestation and economic crises influence the perception and
reception of changes in formal codification. I claim if the change in the legal codification is
perceived as a necessity caused by external factors, it stirs less contestation among idealists,
moral certifiers and producers regarding its appropriateness to Islamic law compared to
legal changes that happened in the absence of external forces.

I focus on the debates around the ‘realness’ of Islamic banking and organic
agriculture in Chapter 5. Both Islamic banking and organic agriculture are infused with or
motivated by values, norms and beliefs informed by Islamic law and rules and models in
Nature respectively. Both use different methods from the incumbent conventional banking
and conventional agriculture. In Islamic banking economic transactions are not based on
debt financing which is associated with interest based transactions. In organic agriculture
an agricultural method that excludes harmful chemical inputs throughout the process is
followed. Both have a claim to do good, and involve an imagination and enactment of
social solidarity and sustainability. As such, the debates around whether Islamic banking
and organic agriculture are really what they are purported to be is a persistent theme.

I relate the debates regarding the ‘evaluation of realness’ of these industries to the
concept of authenticity. The criterion for assessing the authenticity of both industries is
grounded on the other law, Islamic law or rules and models in Nature as the sources of the
moral foundations of these industries. Type authenticity in Islamic banking is about the
conformity of the implementation of financial instruments to the Islamic contractual forms
that the jurists throughout the centuries commonly regarded as valid according to Islamic

law. Moral authenticity of a financial instrument is evaluated on various grounds, but
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usually hinges on the contract’s maksat, i.e. purposes, aims, intentions, and morals of the
form and fitrat i.e its true nature, and doing what it is supposed to do according to Islamic
law.

In organic agriculture, type authenticity is generally associated with formal organic
label. Moral authenticity discussions revolves around debates such as local seed versus
hybrid seeds, mono-culture production versus biodiversity and small farmers versus
agribusiness and hinge on a stance against hegemonic system, usually articulated as
capitalism.

While the assessments of products and services in Islamic banking is simultaneously
about the form and the moral, it is usually about moral in organic agriculture. Moreover
both type and moral authenticity in Islamic banking is highly debated mainly due to
different views among Islamic law scholars on sources and styles of reasoning in Islamic
law. Authenticity debates in Islamic banking are simultaneously and explicitly about
establishing the authenticity criterions.

In Chapter 6, I conclude with a discussion of my main arguments and a few proposals

for future research questions.
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METHODS

I use comparative case study method to inductively examine the trajectory of two
industries, organic agriculture and Islamic banking in Turkey from their beginning in 1984
to the present with a focus on debates over definitions and practices. The purpose of this
research is to reach new theoretical insights from the examination of the debates in and
around these two industries and their link to the evolution of organic agriculture and
Islamic banking.

In the first section of this chapter, I overview the method of comparative case study
and explain why it is appropriate for my research. In the second section, I describe how I
performed case selection and provide the descriptions for each case; organic agriculture
and Islamic banking in Turkey. In the third section, I present the data sources and the
methods of data collection. In the last section, I conclude this chapter with the explanation

of data analysis process.

2.1. Comparative Case Studies

Case studies are in-depth investigations of a bounded social setting with a focus on the
events that occur in and over time in that arena (Van Maanen, 1999). They provide
historically situated tales of how events are linked to one another through time. The fine

grained analysis of events and the social context in which they occur allows to reveal
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temporal sequences, competing perspectives, objectives and contextual modifiers (Van
Maanen, 1999; Pettigrew, 1990). The aim and function of such work is to extend readers’
understanding of a particular setting and the social processes that take place there. Schools,
industries, organizations, occupations, communities, individuals can all serve as settings
for case studies. The specificity, historical character, and the interpretive features are the
distinctive characteristics of the case studies (Van Maanen, 1999). Because the main aim is
not to generalize outside of a case study, case studies stand apart from experimental and
survey work. The standards for those works such as statistical representativeness, statistical
sampling and bias are not appropriate standards for case studies (Siggelkow, 2007 ; Small,
2009; Van Maanen, 1999).

One of the main uses of case studies is theory building (Eisenhardt, 1989; Eisenhardt
and Graebner, 2007; Siggelkow, 2007). Eisenhardt (1989), proposes a roadmap for
building theories from case studies by synthesizing Miles and Huberman’s (1984)
procedures on qualitative data analysis, Yin’s (1984) work on design of case studies and
Glaser and Strauss’s (1967) work on grounded theory building. As such, she advocates key
grounded theory concepts such as constant comparison of data, overlapped data collection
and data analysis, empirically grounded theories and theoretical sampling and theoretical
saturation (Eisenhardt, 1989).

The key feature of building theories from case studies is constant comparative
method as in grounded theory approach. The aim is to link up specific events and
observations to more general analytic categories and issues by continuously comparing and
contrasting data to find underlying patterns. Data analysis and data collection in this
process are not separate activities but they are carried out simultaneously throughout the
research until a point is reached where new evidence provides no new information and
confirms previously established conceptual categories. The researcher can make
adjustments during the data collection and analysis process such as collecting more data
from different sources or adding new questions to interviews to probe particular themes
further or to rule out particular alternative explanations, all of which serve to the aim of

producing a valid, testable, empirically grounded theory.
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In this process, data that confirm emergent conceptualizations and relationships
enhance confidence in the validity of the emerging model. Data that disconfirm emergent
conceptualizations and relationships should also be interpreted to refine the emerging
model. Reaching at a point at which incremental learning and refinement is minimal
indicates that theoretical saturation has occurred (Eisenhardt, 1989; Glaser and Strauss,
1967). The criteria for determining saturation depends upon both empirical context and the
researcher’s sensitivity to new interpretations of data (Glaser and Strauss, 1967).

Cases and informants to collect further data are chosen for theoretical not statistical
reasons while building theories from cases as in grounded theory approach (Eisenhardt,
1989; Glaser and Strauss, 1967). Cases and informants are selected not because of their
representativeness of some population but because of their potential to illuminate and
extend the understanding of some social processes (Eisenhardt, 1989; Eisenhardt and
Graebner, 2007). This is called theoretical sampling and constitutes one of the distinctive
features of both Eisenhardt’s (1989) and Glaser and Strauss’s (1967) approach to theory
building. The natural consequence of this feature is that the resulting propositions are not
suitable for grand generalizations about certain populations but instead, can richly describe
the existence of a particular process, mechanism, tendency, type, relationship, dynamic, or
practice (Small, 2009; Eisenhardt and Graebner, 2007).

Eisenhardt claims that her approach diverges from grounded theory by early
identification of the research question and possible constructs, informed by the existing
literature. However as Suddaby (2006) states, the assumption that grounded theory
approach requires scholars to start their research without any knowledge of extant literature
is a serious misreading of Glaser and Strauss’ (1967) work. The possibility of prior
knowledge to force the researcher into preexisting conceptualizations is real and something
to deal with during building theories based on a comparative method. However there is
really no effective solution for this inherent limitation of the approach other than
continuously being aware of the issue as interpretive work is always a function of the

researcher’s background and research interests (Suddaby, 2006).
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Although it is possible to induce theory from single cases, multiple cases typically
provide stronger base for theory building. It is because multiple cases enable comparisons
that help to make arguments that are valid across chosen cases. Multiple case studies also
allow for broader exploration of the research question across varied empirical evidence.
Thus resulting propositions are likely to be more deeply grounded in varied data. However
it still would not be appropriate to generalize the results to some wider population as the
cases are selected for theoretical reasons such as replication, extension of theory, contrary
replication, and elimination of alternative explanations rather than statistical
representativeness.

Extrapolation from case studies is more of a validity issue than the representativeness
of particular cases. (Small, 2009). Generalizability from cases is usually based on the
assumption that the theory may be useful in making sense of similar events rather than on
drawing conclusions about some wider population from the sample of that population
(Maxwell, 1992). Thus extrapolation from a case study to like situations in general is based
on logical inference rather than statistical inference (Small, 2009).

I use a comparative case-study-based research design (Eisenhardt, 1989) and adopt a
grounded, interpretive approach for examining debates over definitions, practices and
claims related to organic agriculture and Islamic banking in Turkey. My purpose is to
develop new theoretical insights about how competing views of various influential actors
regarding the industry is related to industry’s trajectory through time. This aim requires
necessarily capturing actors’ interpretations of events, practices and claims first, and then
to ‘lift’ these interpretations to a higher abstract level in light of both contextual factors and
prior theorizing (Eisenhardt, 1989; Glaser and Strauss, 1967). As such my chosen
grounded, interpretive approach fits well to this research’s purpose.

Another reason why comparative case-study-based research design is an appropriate
choice is that case studies allow in-depth examination of events within their contextual and
historical setting. Historical and contextual examination proves crucial to understand
complex events such as industry emergence because the specific course of events to

emerging industry are inextricably rooted in a particular time and place. These events
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involve various actors usually with competing perspectives and positions regarding the
nature of events. Historical and contextual examination is then also crucial to understand
these actors’ perspectives and actions as the actors are both constrained and enabled by
their larger socio-economical environment. Moreover, these actors derive from a larger
socio-economical context to make relevant and effective arguments to further their views
of the industry. Thus to understand actors’ arguments and justifications, it is crucial to
understand in which context they are made. In that sense, data pertaining to statements,
actions and events can never be understood in isolation. Treating the events and actors in
isolation and producing singular arguments of phenomena would not capture the
complexities of industry emergence. Given also that recent research contends a historical
and contextual comprehension is important to understand the industry emergence (e.g.
Khaire and Wadhwani, 2010; McLaughlin and Khawaja, 2000), a comparative case study

provides an effective method for my research.

2.1.1. Showing Validity of Findings in Comparative Case Studies

Although generalizability is not a big concern (Van Maanen, 1999; Small, 2009),
assuring reliability and validity is critical for building sound theories from case studies.
These terms are normally based on positivist assumptions that underlie quantitative and
experimental research designs. But the question of producing reliable and valid accounts of
phenomena is real and constitutes the basis for frequent criticisms regarding the quality of
case studies.

One of the most frequently voiced concerns regarding qualitative research is the
reliability, the issue of whether different researchers would similarly describe, interpret and
explain the same phenomenon. Reliability, according to Maxwell (1992), is a particular
type of threat to validity. If different researchers produce different data and accounts of the

same events, then it posses questions to validity of those accounts. Provided that the
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researchers have similar perspectives and purposes and are interested in similar questions,
they are more likely to reach similar accounts.

Validity in qualitative research in general, relates to relation between the account,
and the phenomena that the account is about. The assumption is not that there is only one
correct objective account, on the contrary, it is always possible for there to be different,
equally valid accounts due to differences in the perspective and purposes of the researchers
(Maxwell, 1992). However it does not mean that all possible accounts of some
phenomenon are equally credible. Maxwell (1992) proposes different types of validity that
corresponds to different phases of qualitative research to make discrimination among those
accounts that I use as a guide for enhancing the soundness of my arguments in this
research.

Descriptive validity refers the factual accuracy of an account, that is the researcher
does not make up or distort, for example, the statements an informant makes. This is the
basis for all other forms of validity. This kind of validity corresponds to primary
understanding of an account and in principle, disagreements regarding the descriptive
validity can be resolved easily given the appropriate data. The accounts of the chronology
of events in Islamic banking and organic agriculture for example, or the statements of
informants’ that I use in this research could all easily be validated by referring to archival
data and the recordings of interviews respectively.

Interpretive validity refers to accounts of what the described events, and actions
mean to the actors involved. I try to get the informants’ understanding of Islamic banking
or organic agriculture as well as their accounts of the events and debates in their industry.
The goal of interpretation is to describe the actors’ meanings. The accounts of these
meanings are necessarily grounded in the language of the informants and rely as much as
possible on their own words and concepts (Maxwell, 1992). Thus interpretive accounts are
still very close to data and the issue here, like in descriptive validity, is the accuracy of the
account. “Accounts of participants’ meanings are never a matter of direct access, but are
always constructed by the researcher(s) on the basis of the participants’ accounts and other

evidence” (Maxwell 1992: 49).
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The main threat to interpretative validity is to impose one’s own meaning rather than
to understand the actors’ perspective. One of the ways I attend to interpretive validity is
seeking clarifications during interviews. Before I conduct an interview with a particular
informant, I read/watch his/her public statements, interviews, writings, videos, articles -
any material that I can find authored by him/her. This is a good practice for many reasons
but in terms of interpretive validity it provides me an opportunity to tap into those topics
where I have a difficulty to understand the informant’s point of view. During the interview,
I would directly refer to his/her previous statements and kindly ask for clarification on his/
her account. I would also state my understanding of a particular event and ask if it
corroborates with the way he/she sees it where appropriate.

Theoretical validity moves the account further from the actors’ actions, language,
meanings, and interpretations to a more abstract account that proposes to explain what the
phenomenon is about. It involves the development and application of theoretical constructs
from/to descriptive and interpretive understanding of the account. Whereas issues of
descriptive and interpretive validity are concerned with the accuracy of the accounts,
theoretical validity is concerned with the appropriateness of the account as a theory of the
studied phenomenon.

The main threat to theoretical validity is ignoring discrepant data or not considering
alternative explanations of the phenomena (Maxwell, 1996). I attend to this issue by trying
to reach out to diverse archival data and informants to collect a comprehensive variety of
views. I particularly attend to discrepancy among views and try to figure out the sources of
such differing views. I would consciously think what kind of data or explanation could
disprove the evolving theory. I would test the evolving theory and potential explanations
by collecting more evidence that could challenge conclusions either by talking to a specific
person who might have a different view or by asking specific questions.

In inductive research that focuses on understanding a particular phenomenon, prior
elimination of validity threats through the features of research design is less possible.
Instead, specific threats to the validity of particular features of the account are generally

addressed by seeking evidence that would allow them to be ruled out. In the light of
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Maxwell’s (1992) typology, the validity of my research is based on (1) how accurately and
completely is the description of the events and debates in Islamic banking and organic
agriculture conveyed? (descriptive validity): e.g. who were the main actors, what were the
main events/debates/justifications? (2) how accurate is the interpretation of what these
events and debates mean to the different kinds of actors involved in these industries?
(interpretive validity): e.g. how is the state regulation perceived by Islamic bankers, how
are those producers who follow standards similar to organic agriculture but do not get
organic certification are perceived by the proponents of certified organic? and (3) how
appropriate is the explanation for the accounts of events and interpretations provided?
(theoretical validity): e.g. do I have the richness of data sources and detail to capture
various views, is the data analysis transparent, have I used inferential logic, have I

considered and discussed alternative explanations, connections to existing literature?

2.2. Case Selection

The criteria I used for case selection were motivated by my research interest, the data
collection requirements for generating grounded theory, and the attempt to rule out
particular threats to validity.

In order to pursue my research question, I wanted to pick two emergent industries
that involved creation of new meanings that spur diverse discussions. Organic agriculture
and Islamic banking propose a change in the process of agriculture and banking
respectively for the sake of common good. Organic agriculture is concerned with defining
new agricultural practices that are good for human, animal and environmental health.
Islamic banking is involved in creating interest-free financial transactions that conform to
Islamic rule of prohibition of interest which is also claimed to be a better practice for social
and economic viability. Therefore both industries have the challenge of incorporating

moral claims and practices into economical objectives. Both the moral nature of these
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industries and the inevitable tension between moral and economic objectives create fertile
ground for heated debates around what these industries are actually about and how they
differ from their conventional counterparts. Moreover both industries are nation-wide
industries attracting attention from various actors, both state and non-state, which also
contributes to the diversity and intensity of debates around these industries.

In order to examine the influence of social and political forces, I wanted to select two
industries that emerged at around the same time. Organic agriculture and Islamic banking
in Turkey have clear beginnings in 1984. I studied the historical context of development
for each case and wrote a case history (Sections 2.2.1. and 2.2.2.) that charts the role of
important events common to both industries such as economic liberalization program of
1980s in Turkey and the military intervention, and influence of international actors such as
the International Monetary Fund (IMF) and the European Union (EU).

Moreover both industries provide advantages for data collection. They have recent
and clear beginnings which makes it possible to define the boundaries of these cases. Both
industries are imports and initiated with a clear economic focus by the state in the case of
Islamic banking and by European exporters in the case of organic agriculture in 1984. This
clarity regarding the origins of these industries makes it easier to collect data on the
beginnings of each industry. Moreover due to relatively recent emergence of these
industries, it was possible to conduct interviews with people who played prominent roles
from early on. Being nation-wide industries ease data access further because debates are
more likely to be covered by the media.

Despite these common properties, organic agriculture and Islamic banking in Turkey
differ in some critical aspects which I assumed at the outset might influence the scope and
the nature of debates in these industries. However I did not originally posit how these
debates would be interconnected or linked to wider events and categorical boundaries that I
ultimately observed. First, organic agriculture and Islamic banking differ in terms of their
regulation structure. Organic agriculture is subjected to formal organic agriculture law. The
control and certification bodies are authorized by the state to grant organic label by

following the criterions outlined in the organic agriculture law and regulations. Islamic

37



banking, is subjected to two systems of law, secular banking law and sharia law. Although
not required by formal banking law, all Islamic banks have advisory boards inside their
boundaries which is composed of theologists (called sharia boards in other countries) that
ensure and approve the products and services offered by the bank confirm to Islamic law.
This feature of Islamic banking provides insights about the interplay between the state’s
and theologist’s definitions as well as the influence of this duality on Islamic banks’
practices and arguments.

Second, organic agriculture and Islamic banking differ in terms of who can offer the
services and products. Formal banking law prohibits conventional banks to provide Islamic
banking services or products. Although there are examples of conventional banks opening
‘Islamic windows’ within their boundaries to provide interest-free services in the world,
conventional banks in Turkey could not perform interest-free banking within the same
organization when I started my research (thanks to amendments made in Banking Law,
Ziraat Bank, a state owned conventional bank has started Islamic banking operations in
2015 albeit under a separate entity named Ziraat Participation Bank). Organic farming can
be done by any producer or firm as long as they follow the rules and regulations regarding
organic farming and food production. On the same vein, organic products are commonly
sold in supermarkets alongside with their conventional counterparts. This feature of
organic farming adds to debates regarding ‘who is the organic food producer?’ and ‘what is
an organic product?’.

Third, organic agriculture and Islamic banking differ in terms of industry structure.
There have been 7 Islamic banks licensed to operate until now. In May 2015, there were 4
private Islamic banks functioning in Turkey. The first state-founded Islamic bank was
licensed on May 14th, 2015 totaling to 5 Islamic banks operating in Turkey. All Islamic
banks are legally obliged to be a member of Participation Banks Association of Turkey
(Participation banks is the legal name for Islamic banks in Turkey) which is defined by law
as a legal professional entity. Organic farming lacks such a legally defined professional
association although there are local and national associations related to organic farming

with varying degrees of focus to small farmers or larger industrialist. There are over 33,000
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farmers active in organic agriculture as of 2014. I anticipated that this difference in
industry structure may be linked to the variety of accounts in these industries, and the role
that collective producer action played in industry evolution.

Fourth, Islamic banking compared to organic agriculture is a relatively more novel
practice with no previous models. Organic agriculture in Turkey is usually associated with
a memory/vision of traditional farming in older times when there were no chemicals/
hormones introduced. Islamic banking, on the other hand, has no clear referent from the
past to be associated with. Moreover, Islamic banking, compared to organic agriculture is
subject to more diverse contestation. Islamic banking, especially in its earlier times
involved debates relating to role of religion in a secular Republic; such a conjunction was
interpreted as a thereat to secular foundation of the country. Conversely, the place of a bank
in Islamic economic model was also contested on the basis that there is no such model/
institution in fundamental sources of Islam. Associating the ‘bank’ with Western ideals and
world views added to this debate. These political and ideological debates in Islamic

banking brings empirical variety in debates involving industry emergence.

2.2.1. Common Context

Initiation of organic agriculture and Islamic banking in Turkey coincides to mid
1980s, a period characterized by major economic and political changes in Turkey. Below, I
first provide factual information on national context and historical account in which both
industries were born. My objective in this review is not to provide a detailed socio-political
account of Turkey starting from 1980s, rather it is to highlight two events, transformation
from state-led economy to export-oriented economy and military intervention, both
occurred in 1980.

The reason I am focusing on these two events, that are also related to a certain extent,
is that their particular significance in terms of situating state’s objectives and involvement

in organic agriculture and Islamic banking. Export oriented policies, for example, required
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Turkey to align her legislation with EU for exporting food products. Opening up its borders
for foreign investments, Turkey established Islamic banks to attract funds from gulf states.
Concerns over political Islam that was part of the justification for the military intervention
in 1980 were the driving force on incorporating Islamic banks into banking law in 1999. I
attend to specific details of this common context as it relates to each case during the
individual case descriptions in Sections 3.2.2. and 3.3.3. along with the key practices,
actors and events in each industry.

Turkey has a population of over 77 million, 91.8% of whom residing in province and
district centers and 8.2% living in towns and villages as of December 2014 according to
Turkish Statistical Institute (TUIK, 2015). These figures were 77.3% and 22.7%
respectively in 2012 and the major difference between 2012 and 2014 is due to changes in
regulation regarding the administrative division. Turkey’s gross domestic product (GDP)
per capita was 10,404 $ in current prices in 2014 (TUIK, 2015).

Organic agriculture and Islamic banking are pretty small industries compared to their
conventional counterparts both in Turkey and around the world. The agricultural sector
accounts for 8.9% of Turkey’s GDP and provides 24.6% of country’s total employment as
of 2012 (MoFAL, 2014). Proportion of organic agricultural land to the total agricultural
land is 2% as of 2013 up from 0.2% in 2002. This is similar to that of Europe; 2.4% of
farmland is organic in Europe (European Union 5.7%), Liechtenstein having the largest
share 31%, followed by Austria (19.5%) (Willer and Lernoud, 2015). 0.6% of farmland is
organic in U.S (Willer and Lernoud, 2015)

The ratio of total assets of Turkish banking sector to GDP is 97% in 2012. As of
September 2014, the share of Islamic banks in total banking assets, deposits and loans are
5.3%, 6.2%, and 5.5% respectively, 3%, 4% 0.5% up from their respective values in 2000.
In terms of the share of Islamic bank assets in total banking assets, Malaysia is the leader
with 21% followed by United Arab Emirates with 19%.

Prior to 1980, Turkey pursued Import Substitution Industrialization (ISI) strategy
with highly interventionist and planned approach to economic affairs including agricultural

production and banking system. Problems of ISI strategy coupled with international factors
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like increases in oil prices put Turkey in severe economic crises in the second half of the
1970s. GNP growth rates declined from 10.7% in 1971 to -1.1 in 1980. Growth in the
industrial sector decreased from an average of 9.3% in the first half of the 1970s to 1.9% in
the second half (Aydin-Diizgit and Giirsoy, 2008). Inflation rate reached to 107.2% in 1980
from 17% in 1972 (Celasun and Rodrik, 1989).

Following severe economic crises in late 70s, Turkey embarked upon a major
program of structural adjustment in 1980. On 24 January 1980, a package of economic
stability measures, which came be to be known as ‘January 24 Decisions’ was introduced
to reduce state involvement in economic affairs. Through this stabilization program which
was recommended and endorsed by IMF, import substitution policies of pre-1980 era
characterized by protectionism, large public sector, and state intervention in the operation
of market mechanisms were abandoned in favor of export-oriented, market-led economy
(Onis, 1992). The immediate goal of the program was reducing the inflation and the
balancing the payment deficit; the long term goal was transferring to a market driven
economy. To this end, certain policies such as privatization, monetarism, financial
deregulation, reducing controls on prices, wages, exchange rates and interest rates and
lowering taxation were pursued. The initial policy package involved a steep devaluation,
deregulation of private-sector industrial prices, and huge increases in the prices of the
state-owned economic enterprises (SEE) products and services; “45% for gasoline, 300%
for paper and 400% for fertilizer against the backdrop of 70% inflation” (Celasun and
Rodrik, 1989).

Stabilization program provided some immediate results. The rate of inflation which
saw three digit figures in 1980 was reduced to an average of 33.2% in the following two
years (Boratav and Yeldan, 2000). However, some features of pre-1980 era continued well
into mid 2000s, such as the persistence of SEEs (Onis, 1997). The first major case of
divestiture occurred in 1986, but stayed limited until 2002 (Republic of Turkey Prime
Ministry Privatization Administration, 2010). The share of SEEs in Turkey’s GDP
increased steadily from 7.9% in 1974 to 11.4 % in 1980, reaching 16.4% in 1986 and

stayed over 10% until 2005 (compiled from Sayistay (Turkish Court of Accounts) reports).
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Since 2003, privatization implementations gained momentum decreasing the share of SEEs
in GDP from 8.4% in 2005 to 2.4% in 2013 (compiled from Sayistay (Turkish Court of
Accounts) reports).

Ten months after the initiation of the liberalization program, military took over the
lead in Turkey on 18 September 1980. National Security Council (NSC) led by military
junta governed the country for the next three years until 13 December 1983. The objective
of the intervention was twofold; to re-establish the both economic and political stability to
protect the unity of the country (Onis, 1997). NSC stayed committed to the stabilization
program as a means of establishing economic stability and kept the architect of the
program, Turgut Ozal then the undersecretary of prime minister, in charge. NSC’s
commitment to market-orientated reform facilitated strict enforcement of the austerity
measures. Under the military ruling, some bitter practices such as devaluation of the
money, increases in interest rates and freeze on wages were executed without much public
resistance since NSC seriously limited political rights such as strikes and free press.

Domestic unrest due to violence between various political factions in late 1970s was
another justification for military intervention. Fundamentalist demands from leftists as well
as Islamic extremists were stated as a threat to the unity of the country and her secular, pro-
Western character (Onis, 1997; Bugra and Savaskan, 2014). In fact, one of the stated
justifications for the intervention was a public rally of Islamic fundamentalists joined by a
political party leader who called for the restoration of the Sharia six days before the coup.

The military rule resulted in a drastic change in the political and social arena of
Turkey. All the political parties were abolished and their leaders were banned from politics
from five to ten years. Martial law commenders had taken over the administration in most
of the country. They were vested with extensive powers over social and political life such
as censorship of the press, radio, television and books and ban on union activities,
meetings and any kind of demonstrations. But more importantly, NSC initiated several
legal and structural changes including drafting a new constitution which was ratified by
more than 90% of the population and passed on 18 October 1982. Revisions in universities

law, in political parties law and electoral law prohibited the civil servants, educators and
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students from joining political parties, all with the aim of restricting political activism and
participation.

Transition to parliamentary system occurred under the influence and control of the
military rule. In april 1983, new political parties were allowed to be established by NSC. A
national parliamentary election was held on 6 November 1983. Turgut Ozal, who designed
the economic liberalization program won the election and became prime minister on 13
December 1983. After six days he took the office, on 19 December 1983, the Official
Gazette of Turkish Republic announced a government decree no: 83/7506 regarding the

establishment of Islamic banks in Turkey.

2.2.2. Organic Agriculture

2.2.2.1. Early beginnings

Certified organic agriculture started in Turkey in 1984 through the European market
demand and with the initiation of the European companies. The aim was to produce
certified organic dried fruits to export to Europe. Organic production in these early years
followed initially the rules of the certification bodies based in Europe until 1991 and then
EU regulation until 1994. In 1994, the first Turkish regulation on organic agriculture was
issued which was similar in its core to the European Union’s regulation on organic
agriculture, Reg: 2092/91. Current organic law (n. 5262) in Turkey was passed in 2004 and
together with latest regulation issued on 18 August 2010 (Official Gazette n. 27676, with
latest amendment in 2014), sets up the principles and procedures of organic farming in
Turkey.

According to this legislation, all kinds of inspection and certification relating to
organic farming activities are performed either by the Ministry of Food Agriculture and
Livestock (MoFAL) or Control and Certification bodies (CCB) authorized by the Ministry.

Organic Agriculture Committee within the Ministry authorizes the CCBs (1) to carry out
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the works to ensure that organic farming activities of the entrepreneurs comply with the
provisions of the law and (2) issue organic certificates to confirm that inspected enterprise,
organic product or input complies with the organic farming rules. The operations of CCBs
are themselves subject to the control and supervision of the Ministry through Organic
Agriculture Committee and the local organic farming units under 81 provincial
directorates. As of November 2014, there are 28 authorized CCBs, 8 of which subsidiaries
of EU based CCBs, operating in Turkey.

Organic farming is an agricultural production system done according to certain
principles such as sustaining the health of soils, ecosystems and people by not using inputs
with adverse effects such as chemical fertilizers, growth hormones, and antibiotics. The
International Federation of Organic Agriculture Movements (IFOAM), a leading umbrella
non-governmental organization (NGO) founded in 1972 uniting 800 member organizations
in 120 countries, incorporates also the sensitivity to local conditions and biodiversity in its
definition. IFOAM further states that “organic agriculture combines tradition, innovation
and science to benefit the shared environment and promote fair relationships and a good
quality of life for all involved” (IFOAM, 2015).

This emphasis of common good was always present within organic farming
community. Organic agriculture from its inception in Europe and North America after
World War 11, has been imbued with a moral plea to abandon pesticides and the chemicals
for the sake of “our children,” the “local farmer,” and the environment, among others.
Sustainability, animal welfare, genetically modified seeds, and the economic structure of
food production are other issues deemed important within the scope of organic agriculture.

Early experimentation with controlling and labeling organic agriculture practices
started during 1940s in Europe and Northern America. In the early years, the farmers
inspected one another on a voluntary basis, according to quite a general set of standards.
Prior to 1985, all organic CCBs in the United States were local nonprofits (Lee, 2009).
Until 2000, when federal level standards established in US, 35 states passed organic food
laws exhibiting variation in their content (Lee, 2009). Turkey did not have this kind of

experience with grass-root voluntary, non-profit, or differing control and certification
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systems; the first CCBs in Turkey were subsidiaries of EU based CCBs following their
homeland standards.

Today third-party certification is a complex and formal process, required by the
regulations of many governments for any kind of an “organic" (i.e. “ecologic” or
“biologic”) claim on a product label. Currently there are hundreds of private organic
standards worldwide; and in addition, organic standards have been codified in the technical
regulations of more than 60 governments. Recently there have been concerns about the
third party certification from both farmers and NGOs on the grounds that it is too
expensive and cumbersome for small farmers. As a result, alternative certification systems
such as Participatory Guarantee Systems are getting more attention and research from both
NGOs and farmers worldwide, and to a lesser extent in Turkey.

According to current legislation in Turkey, all the activities pertaining to plant
production and animal breeding as well as harvesting, slaughtering, processing, packaging,
conserving, storing, labeling, transporting, marketing, importing and exporting are
controlled and registered by the authorized CCBs. If CCBs decide that these activities are
carried out according to the rules in the organic agriculture legislation, then they grant
“organic label” to the inspected enterprise, organic product or input guaranteeing an
organic production system was followed. To this end, organic farming legislation mandates
that before any organic farming activity is started, the entrepreneur, real or judicial person
intending to involve in any of the organic farming activities from production to packaging
and marketing, should apply to an authorized CCB with all the necessary information and
documentation. If the CCB decides that the entrepreneur is eligible for starting organic
farming, then a contract is signed between the entrepreneur and the CCB indicating a
written agreement to comply with the provisions of the current regulation regarding to
agricultural activities. From then on, entrepreneurs are under obligation to submit all
information and documentation concerning the organic activities they perform to the CCB
with which they have a contract. These information and documents provide a basis for the
CCB’s control function and are registered to the information system within MoFAL by the

CCB.
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CCB:s collect a detailed and a wide range of information about the entrepreneur and
the production method including but not limited to the following: layout schematics for the
enterprise and facilities; all plans and cadastral sketches concerning the parcels of land or
the area; current machinery and equipment in the holding; previously applied production
methods; product alternation plan; logbooks for all inputs to be used; the properties of the
holding, purchasing and selling records for goods procured externally; and production
plan, specifications of the product, inventory status, quantity, packaging type and material.
Then CCB prepares a control plan based on these information and inspects the holding at
least annually, with or without prior notice. If the results of the first control are satisfactory
according to the regulation, then the entrepreneur and the products he/she produced are

granted organic certification.

2.2.2.2. Context

Initiated by foreign demand for foreign trade rather than by state or local grassroots
movements, organic farming in Turkey was operating pretty much independently from
agricultural policies and regulations until 1994. The economic transformation of 1980s and
their influence on agriculture policies, however, put Turkey in a track to accept
international agreements and adopt European agricultural policies. These policies
promoted environment friendly agricultural activities and become further impetus for
organic agriculture.

Prior to 1980, state played active role on the agricultural price supports and market
guarantees, agricultural input production and distribution and food price controls. SEEs
and Agricultural Credit Cooperatives were commissioned to buy commodities such as
cereals, tobacco, tea and sugar beet from farmers at prices determined by the government.
Milk processing and marketing, meat slaughter and marketing, sugar production, vegetable
oil production and marketing, agricultural tractor production, seed production and

distribution were all done by the state-owned or -controlled enterprises. Input subsidies
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were provided on a temporary basis for fertilizers, seed, feed grain and agricultural
chemicals.

24 January Decisions that initiated the liberalization program in 1980 also
hallmarked the beginning of long term changes in agricultural policies. According to this
program, the government committed that fuel prices, agricultural products base prices and
state-controlled enterprises’ prices will be set up in a manner that prevents inflation. What
this decision meant in terms of agriculture policies is that government subsidies and base
prices in agriculture were to be reduced. The number of agricultural products that were
subsidized was also reduced from 24 in 1980 to 10 in 1990 and 3 in 1994 (Oztiirk, Nas and
Icoz, 2008). Moreover, in mid 1990s, privatization of the state-owned or state-controlled
organizations related to agriculture was initiated.

Although the initial changes in agricultural policies that break from pre-80’s
protectionist policies began with 24 January 1980 Decision, it was in the beginning of
2000 that the full blown structural changes were introduced in agriculture. The motivation
for the agricultural reform was both to decrease the burden of agriculture on the economy
after 1999 economic crises and to conform internationally binding and non-binding
pressures such as Uruguay Round agreement on agricultural trade, the accession
negotiations with the EU which put ‘adjusting to the Common Agricultural Policy (CAP)’
on political agenda, the 1999 agreement with the IMF reforming agricultural policy, and
the agreement with the World Bank as an important financial supporter for the Agricultural
Reform Implementation Project (ARIP) (Kose, 2012).

In 2001, under the auspices of the World Bank, ARIP was launched and put into
implementation over 2001-2008. Its main objective was to bring about a move towards a
more market-oriented agricultural policy through following such measures as the abolition
of the administered output prices; the elimination of input and credit subsidies; the
restructuring of state-owned enterprises and Agricultural Sales Cooperative Unions
(ASCUs); and the introduction of direct income support (DIS) decoupled from commodity
production (OECD, 2011).
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In addition to these measures, several additional steps have been taken to harmonize
Turkey’s agricultural policies and institutional framework with those of the EU. For
example, agro-environmental issues have attained more prominence with the process of the
EU accession negotiations, as the adoption of the EU’s acquis (Avrupa Birligi Miiktesebat1)
emphasizes the integration of environmental concerns and good practices in land
management and rural development in general. To this end, The Environmentally Based
Agricultural Land Protection Program (CATAK; Cevre Amacli Tarim Alanlarinin
Korunmasi) came into effect in 2005, as part of the ARIP program. The objectives of
CATAK are to protect the quality of soil and water resources in agricultural lands, to
ensure the sustainability of renewable natural resources, and to decrease the adverse effects
of intensive agricultural activities.

CATAK was fully financed by the World Bank for the 2005-09 period. In 2009,
Turkey assumed full financial responsibility for the project and is to run it until 2016.
CATAK is exercised within the scope of Agriculture Law (not the Organic Agriculture
Law) and promotes organic agriculture as one of the tools for environmentally friendly
agricultural land protection in degraded areas through farmer trainings and supports.
Organic agriculture is also promoted as a tool for rural development and is part of the
National Rural Development Strategy within the scope of EU’s Instrument Pre-Accession

Assistance in Rural Development program.

2.2.2.3. Legislation

From its start in 1984 until 1991, organic production and exportation in Turkey
followed the rules of the legislations of importing European countries. In 1991, the first
EU-wide regulation on organic farming, EU Reg. 2091/91, was accepted and became the
base for organic farming in Turkey. The following year, with EU Reg. 94/92, EU defined
the conditions that the third countries exporting organic products to EU had to meet. One

of the conditions was that non EU countries had to formulate their own organic farming
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regulations and apply to EU with a file that covers the related technical and administrative
issues.

Exporting almost all her organic produce to Europe, Turkey issued her first
regulation on organic farming on 24 December 1994 (Official Gazette n. 22145) to comply
with the EU rules. This regulation was similar in its core to the EU’s regulation on organic
agriculture and covered the rules on ecological production (the choice of term was
ecological instead of organic) and labeling and introduced the control and certification
system. According to this regulation, MoFAL, then the Ministry of Agriculture and Rural
Affairs (MARA), would authorize CCBs to inspect and certify all stages of the organic
production and marketing. Moreover, the regulation stated that these CCBs were obliged to
become a member of the Association of Ecological Farming Organization (ETO) (This
obligation was removed in later regulations).

ETO, the earliest NGOs in organic farming founded in 1992, worked closely with
MARA and involved actively for providing technical trainings and seminars to increase the
awareness in organic production methods among farmers. ETO also organized conferences
including four national organic agriculture symposiums and partnered in national and
international projects.

The regulation also established two committees within MARA; “Ecological Farming
Committee” and “Ecological Farming National Steering Committee”. The former was
composed of members coming from related departments of the MARA and responsible for
issuing licenses to CCBs and supervising the activities of those bodies. The latter was
composed of members from different ministries, universities, professional organizations
and NGOs and responsible for developing the strategies for the trade and promotion of
organic farming. 1994’s regulation was amended in 1995 to include sanction measures.
The same year, Turkey prepared the technical file indicating her conformity to the EU
organic farming regulation (Reg. 2092/91) to be able to export organic products to the EU,
and submitted it to the related Commission.

A new regulation on 11 July 2002 was issued at Official Gazette n. 24812 to follow

up with the changes in EU’s organic regulation. Different than the 1994’s regulation, the
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term ‘organic’ used instead of ‘ecologic’ with a note indicating that ‘organic’, ‘ecologic’,
and ‘biologic’ were taken as equivalent terms. This new regulation also introduced Turkish
organic logo for the first time and made the use of this logo compulsory in the labeling of
organic products. Previously, labeling mandated the usage of phrase ‘ecologic’. 2002’s
regulation renamed the two committees established by the previous regulation as “Organic
Farming Committee” and “Organic Farming National Steering Committee”. It also formed
two more committees within MARA; “Organic Agriculture National Commerce
Committee” and “Organic Agriculture Project and Research National Committee”, the
former worked on developing national and international trade of organic products and the
latter worked on research and project development in organic agriculture. These two
committees were removed in later regulations.

In 2003, under General Directorate of Agricultural Production and Improvement
within MARA, the Department of the Alternative Agricultural Production Techniques was
established and made responsible for all the organic farming activities in the name of
Ministry. Later, both the General Directorate and Department was reorganized and
renamed as part of the restructuring in MARA in 2011 which is explained below.

On 3 December 2004, the current Organic Farming Law n. 5262 came in force and a
new regulation based on this law was issued on 10 June 2005 (Official Gazette n. 25841).
This regulation was amended in 2006, 2008, and 2009 to be aligned with the changes in
EU’s organic regulation. The law and the regulations made changes related to the control
and certification system and explicitly defined and banned the Genetically Modified
Organisms (GMO) in organic agriculture. The law further required that national, regional
and local radio and TV stations to broadcast educative programs about organic farming for
at least 30 minutes a month. In 2005, Organic farming units under 81 provincial
directorates were established and held responsible for the supervision of CCBs along with
Organic Farming Committee. Organic Agriculture Information System was founded in the
same year within MARA. 2008’s amendment obliged CCBs to enter a wide range of

information regarding the farmer and the control plan to this system. Moreover, the same
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amendment required that CCBs should be accredited according to national or international
standards to be able to get license from the Ministry.

EU Reg. 2091/91 was abolished and organic agriculture became regulated according
to EU Reg. 834/2007, 889/2008 and 1235/2008 starting from January 1st, 2009 in Europe.
To follow up changes in new EU legislation, Turkey issued a new organic agriculture
regulation on 18 August 2010 (Official Gazette n. 27676) with further amendments
following each year until 2014. Changes were related to the composition and duties of
committees as well as the elaborations of rules on the method of organic plant and animal
production, labeling and marketing.

In 2011, MARA, Ministry of Agriculture and Rural Affairs, was reorganized as
Ministry of Food Agriculture and Livestock (MoFAL). The same year, under General
Directorate of Plant Production within the ministry, the Department of Good Agricultural
Practices and Organic Farming was established. The main responsibilities of the
department are: developing strategies and policies to develop organic farming and good
agricultural practices; following the changes in EU legislation and preparing legislative
proposals as needed; providing training for organic farming units; and managing organic
agriculture information system.

With this restructuring both organic farming and Good Agricultural Practices are
organized under the same department; that the Department is responsible for foreseeing
both organic and conventional agriculture. Good Agricultural Practices is basically
conventional farming with formal certification guaranteeing that conventional agricultural
inputs were used properly following their suggested timeline and dosage. Production of
livestock and fisheries according to organic farming method is regulated with organic
farming legislation. As such, MoFAL’s current structure organizes organic livestock and
fisheries under General Directorate of Plant Production instead of General Directorate of
Livestock and General Directorate of Fisheries and Aquaculture respectively.

MoFAL announced the second Organic Agriculture National Action Plan for the
period 2013-2016 in 2013. The objectives of this action plan is very similar to the first

Organic Agriculture National Action Plan which was introduced in 2007 by the Ministry
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and stated as “supporting the development of organic agriculture to increase production,
consumption and the market share of organic produces” (TC Kalkinma Bakanligi, 2015).
To this end, action plan addresses five main areas: development and expansion of organic
agriculture (focusing on subtopics such as legislative issues, alternative marketing
channels, increasing awareness in public, and support for farmers); improving control and
certification system (focusing on subtopics such as increasing the effectiveness of
inspection mechanism and trainings); improving traceability through data collection
system (focusing on subtopics such as data infrastructure and information sharing);
training (focusing on subtopics such as producer, consumer and trader trainings, media
advertisements and conferences); and institutional capacity development (focusing on
subtopics such as coordination and network development among stakeholders). Action plan
was prepared by taking the opinions of several organizations from public and private

sector, NGOs, universities, and CCBs.

2.2.2.4. Actors

2.2.2.4.1. State

As it is explained above, initial motivation for organic agriculture in Turkey was
strictly economic and state’s involvement in organic agriculture started through the
obligations set forth by EU for third countries exporting organic products to EU. To
comply with EU’s Common Agricultural Policy and organic farming regulations, the state
stepped in and involved in organic agriculture through legislations, trainings and strategy

building since 1994.
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2.2.2.4.2. Associations: ETO, ORGUDER and Bugday

Ecologic Agriculture Organization (ETO), the earliest NGO in organic faming in
Turkey, is mainly concerned with the technical and economic side of organic farming
rather than creating a social consciousness for environment, health, or biodiversity. The
aim of the association is stated in its ordinance as: promoting ecological farming and
supporting scientific research about ecologic farming; organizing and supporting activities
among people and institutions who are involved in technical and commercial aspects of
ecologic farming; working to develop domestic and foreign markets for ecologic products
and; being a part of the solution to the problems regarding production, management and
marketing of ecologic products by cooperating with domestic and international public and
civil organizations (ETO, 2015). In line with this vision, ETO was mostly active in
providing technical/agricultural trainings to farmers and communicating with and acting as
an advisor to government on training, legislation and trading issues.

Organic Product Producers and Industrialists Association (ORGUDER) is founded
by seven large organic product producers/traders in 2004. Association’s aim is to ‘develop
the occupational solidarity and cooperation’, ensure °‘the regular, safe and stable
functioning and development of the organic products market’ and ‘develop export
possibilities in the foreign markets’ (ORGUDER, 2015). Similar to ETO, ORGUDER too
1s mainly interested in promoting, trading and legislation issues.

In early 1990s a group of activists and farmers started to promote more holistic
approach by advocating ecological living. The oldest of such initiative is Bugday (stands
for ‘Wheat’ in Turkish) movement, which was started from Bugday Vegetarian Cafe
founded by Victor Ananias in 1992. The Cafe was the first all-organic store, restaurant and
eco-cultural center in Turkey promoting healthy food and ecological living through
meetings, seminars, courses, and exhibitions. Ananias and his friends started publishing bi-
monthly ecological living bulletin in 1998 which was transformed to Bugday Magazine a
year later and is still published today (under the name of Bugday Ecological Living Guide

since 2009). Bugday was the first magazine dedicated solely to ecological living. Bugday
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Magazine, later Bugday Ecological Living Guide, since its first issue in 1999, has been
communicating information ranging from ecologic agriculture, eco villages, eco-tourism
and urban gardening to international and national conferences on ecological farming.
Healthy living and nutrition, recycling, GMO and legislation news also features frequently.
Bugday Ecological Living Guide is sent to members in paper and made available on-line.

Bugday movement has been operating as an NGO since 12 August 2002 under the
name of Bugday Association for Supporting Ecological Living and played a crucial role in
the initiation of domestic organic market. The aim of the association is explained in its
ordinance as: creating ecological awareness and sensitivity in both individuals and in
society as a whole; providing solutions to problems that arise as a result of fast and
irreversible deterioration in ecological balances; and promoting living in harmony with
nature (Bugday, 2015).

To this end, Bugday has been active in diverse areas such as establishing TaTuTa,
eco-agro tourism and voluntary exchange program in 2003; executing first community
supported organic city garden project in 2005; establishing first organic farmers’ market in
Sisli, Istanbul in 2006; founding Turkey’s seed network in 2008; and opening Camtepe
rural research and education center in 2010. Bugday also sends weekly electronic bulletins
since 2004, providing news about events and projects related to ecological issues to more
than 13,000 on-line subscribers (as of 2006). Moreover, the association runs weekly half an
hour radio program named “Ecological living from seed to harvest”, interviewing people
regarding various issues such as pollution, climate change, sustainability, consumption,
healthy living and GMO. Bugday has 2000 members as of 2012.

Bugday founded 10 nationwide organic farmers’ markets under the name of ‘100%
Ecological Market’” with the support of local municipalities. 2 of them were later closed.
Sisli 100% Ecological Market, the first and biggest organic farmers’ market in Turkey was
founded by Bugday in Sisli, Istanbul in 2006. People from Bugday are always present in
these markets and active in supervising and collecting data from sellers. Both producers,
and traders can sell organic products in these markets, but producers dominate (47

producers versus 18 traders according to 2013 Sisli farmers’ market data). Sisli 100%
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Ecological Market started with 25 stalls and around 4 tons of weekly sales in 2006. As of
2013, it has 65 stall owners having 276 stalls and weekly sales reaching to 15 tons of
produce.

Organic farmers’ markets that are founded by Bugday host a variety of organic
certified products, ranging from fresh produce to packaged foods, textiles, cosmetics,
cleaning supplies etc. Bugday uses these weekly farmers’ markets actively to increase
consumer awareness through organizing seminars, hands-on trainings, hosting concerts and
movie screenings and just bringing consumers and producers together.

With the advocacy of Bugday, organic farmers’ markets were included in the
‘Regulations on Market Places’ and became official in 2012. According to this regulation,
local municipalities were granted legal authority to establish organic farmers’ market. As of
2014, there are 20 organic farmers’ markets operating nationwide (two of which are
seasonal), established with the collaboration of NGOs and local municipalities.

Victor Ananias, the founder of Bugday Movement and the association, passed away
in 2011 but the association continuous to play an active role in the organic farming in
Turkey. It is well connected to international organic farming network; Bugday is a member
of IFOAM and hosted IFOAM’s 18th Organic World Congress in Istanbul between 13-15
October in 2014, which is the most known congress about organic agriculture in the world.
It is also member of European Environmental Bureau (EEB), and holds the secretariat of
ECEAT -International (European Centre for Ecological and Agricultural Tourism) and
represents the association legally. Moreover, Bugday works closely and in cooperation
with: MoFAL, BioFach (trade fair for organic food and agriculture), GEN-Europe (Global
Ecovillage Network — Europe), and WWOOF (World Wide Opportunities on Organic
Farms which facilitates placement of volunteers on organic farms). Bugday participated
government led EU projects such as the development of national agro-environment
program. It is also the member of Organic Farming National Steering Committee within
MoFAL and worked in the formation of Organic Agriculture National Action Plan. Bugday
is well informed about international trends and developments in organic farming such as

voluntary certification systems that oppose to third party certification, and community
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supported agriculture. However, it is one of the leading NGOs in Turkey that promotes

formally certified organic farming.

2.2.2.4.3. Producers who use similar methods to organic agriculture but outside the
certification system

There is another group of people who do not use pesticides, chemicals, or hormones,
practicing non-conventional agriculture, yet also stay apart form certified organic farming.
I include them as one of the actors as they are acknowledged and frequently mentioned
among certified organic producers either for their stance against certified organic
agriculture or for using similar methods.

The most vocal of them is Pinar Kaftancioglu who is just awarded 2014’s “woman
entrepreneur of the year who generates local impact” by the Women Entrepreneurs
Association of Turkey. Once a corporate businesswoman, she escaped from big city life to
a rural area in 1997. In 2006, she founded ‘Miss Ipek’s farm’ (Ipek Hanim’mn Ciftligi) for
her personal living and enjoyment. Experimenting with farming and producing her own
food with the help of a few local people, she started to send the farm’s excess produce to
her family and friends in cities for free. Soon her reputation grew, and the friends of her
friends were asking for delivery. When the demand for her vegetables and fruits increased
she started to use weekly box scheme to sell her produce. In the meantime she expanded
her farm with the help and knowledge of local people. Currently, she employs 108 people
from the local community, mostly women, working in farming, baking, cheese making and
packaging. This number goes up to 200 with seasonal workers (Kaftancioglu, 2014).

The farm cultivates dozens of farms in Nazilli, a province in the west of Turkey, in
varying sizes from 5 to 200 acres totaling nearly 2000 acres. They grow vegetables and
fruits that are suitable to the local soil and climate, like zucchini, eggplant, potato,
cucumber, carrot etc. In 2013, she moved wheat and legume plantation to her homeland
Kars, another city in the north east of Turkey. They also have cows and produce milk and

milk products. In addition to that they make and sell jams, canned vegetables, a variety of
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bakery products, soap etc. She do not produce or sell any meat products as she is a
vegetarian.

People who wants to buy food from the farm, send Pinar Kaftancioglu an e-mail
stating their intention. She adds them to her e-mail list and the would-be customer starts to
get weekly e-mails from her. These e-mails contain news from the farm as well as her
opinions and insider knowledge about agriculture and food sectors. It also includes an
spreadsheet containing the information about that week’s produce and price. Consumers
who want to order produce reply the e-mail with a spreadsheet indicating their choices and
make the payment when they got their delivery. She currently sends boxes to 3000 regular
customers weekly, reaching out as many as 26000 customers with non-regular buyers
(Portakal Agaci, 2014). She says her customers includes mothers, business people,
politicians, artists, writers, academicians, doctors, bureaucrats and even the owners of
organic food producers.

Kaftancioglu’s weekly e-mails are interactive, asking for the feedback and
suggestions for products, asking for opinions and involvement for her new projects,
answering customer questions, sharing customer comments, and giving news from the
farm such as visitors, trainings, TV or newspaper interviews, inclusion as part of books or
academic research etc. She also writes intensively about the problems in agriculture and
food sector, mostly the frauds in the system, and the unfair economic structure of the food
production. She hosts visitors (customers, schools, associations and organizations) in the
farm, and provides advisory help for people who wants to grow his/her own food. She also
gives frequent speeches at universities, schools, fairs, conferences and similar venues.

Kaftancioglu emphasizes that she does not practice certified organic farming, and is
opposed to organic agriculture as defined by law and as practiced by other producers.
There are a few reasons for her distaste for organic label that she shared in her e-mails.
First, she does not trust the certification process and claims it is impossible to control the
non-use of pesticides, hormones or artificial fertilizers thus the system is open to abuse by
producers and CCBs. Second, she claims that certified organic agriculture leads to

exclusion of small farmers since they lack the resources for such an expensive and
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cumbersome process. Third, she claims it is a foreign system that furthers the interests of a
few international firms that monopolize the organic agriculture inputs such as seeds,
fertilizers and pesticides.

Not all non-conventional producers have such a stance against certified organic
agriculture. The Geng family, the owner of a small-scale farm, U¢ Elma Dogal Tarim
Ciftligi (Three Apples Natural Agriculture Farm) is one of the well-known producers that
emphasize phrases like small-scale, local seeds, biodiversity, natural and traditional
methods based on local wisdom, avoiding the term ‘organic’ but without directly opposing

certified organic agriculture.

2.2.2.5. Growth over time

Up until 2002, there is no reliable data about organic farming in Turkey. Although
Aegean Exporters' association collected some data on the amount and kind of organic
products exported since 1998, MoFAL warns that those figures do not represent the whole
figures. ETO started to collect unofficial data in 1990 through the control and certification
bodies, but it was not systematic and comprehensive. The first regulation put into force in
1994, officially hold Ministry as responsible for data collection starting in 1996. However
the Ministry shares only those data collected after 2002 on the grounds that the earlier data
is not reliable.

With the establishment of organic farming information system in 2005, the Ministry
collects detailed and wide range of data through control and certification bodies such as
identity information regarding farmer, producer, controller and certifier; size and
geographic information of the land including its usage history; kinds and characteristics of
the products; the amount of estimated and realized production; the year of harvest and
production; and the import and export information of the product. Currently, the ministry
shares only the number of holdings, the size of land and the volume regarding yearly

organic agricultural production.
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The agricultural sector accounts for 8.9% of Turkey’s GDP and provides 24.6% of
country’s total employment as of 2012 (MoFAL 2014). Although these figures are down
from 22% and 50% from their respective values in 1980, Turkey ranks as the 7th larger
agricultural producer in the world as of 2013 (OECD, 2014). However, proportion of
organic agricultural land to the total agricultural land is mere 2% as of 2013 up from 0.2%
in 2002. According to MoFAL, 60,797 holdings engaged in organic crop production,
organically cultivated 769,014 hectares of land and harvested 1,620,466 tons of 213
different agricultural crops in 2013. These values are up from 12,428 holdings cultivating
89,827 hectares of land and harvesting 310,125 tons of 150 different crops in 2002,
reflecting 389%, 756%, 422%, 42% increase in the numbers of holdings; the size of the
land; the volume of the production; and the number of crops respectively. The changes in

these figures for 2002-2013 period are shown in Table 2.1.

Table 2.1

Organic crop production (transition period included), 2002-2013

Number of crops Number of holdings Areal’ Production

(Number) (Number) (%) (Hectares) (%) (Ton) (%)
2002 150 12 428 - 89 827 - 310125
2003 179 14 798 191 113 621 26.5 323 981 45
2004 174 12751 -13.8 209 573 844 377 616 16.6
2005 205 14 401 12.9 203 811 -2.7 421934 1.7
2006 203 14 256 -1.0 192 789 -5.4 458 095 8.6
2007 201 16 276 14.2 174 283 -9.6 568 128 240
2008 247 14 926 -8.3 166 883 -4.2 530 224 -6.7
2009 212 35 565 138.3 501 641 200.6 983 715 855
2010 216 42 097 18.4 510033 17 1343 737 36.6
2011 225 42 460 0.9 614 618 20.5 1659 543 235
2012 204 54 635 28.7 702 909 14.4 1750 127 5.5
2013 213 60 797 1.3 769 014 94 1620 466 -7.4

Source: Ministry of Food, Agriculture and Livestock

(1) Natural harvest areas are included.

In spite of this improvement, organic agricultural land remains as low as 2% of total

agricultural land. Organic animal husbandry is much smaller and only for domestic market;
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151 farmers breeding just over 253,000 animals, producing 480 tons of meat and 17,627
tons of milk as of 2013.
Table 2.2 summarizes the main events in the trajectory of organic agriculture in

Turkey.

Table 2.2

Main events in the trajectory of organic agriculture in Turkey

DATE EVENT

Import substitution policies were abandoned for export-oriented, market-led economy through 24

17 January Decisions’ ; Military junta governed the country from 18 Sept. 1980 until 13 Dec. 1983.

1984 Certified organic agriculture started through the European market demand.

1991 First EU-wide regulation on organic farming, EU Reg. 2092/91, was accepted.

1992 Bugday Vegetarian Cafe, first all-organic store, restaurant and eco-cultural center in Turkey was
founded ; Ecological Farming Organization (ETO) was founded.

1994 First national regulation, ‘Bitkisel ve Hayvansal Uriinlerin Ekolojik Metodlarla Uretilmesine iliskin
Yonetmelik” was issued on Dec. 24th. (Official Gazette n. 22145).

1995 “Ecological Farming Committee™ and “Ecological Farming National Steering Committee™ within
Ministry of Agriculture and Rural Affairs (MARA) were established.
A new regulation ‘Organik Tarimin Esaslari ve Uygulamasina iliskin Yénetmelik® was issued (Official

2002 Gazette n. 24812) : “Organic Agriculture National Commerce Committee” and “Organic Agriculture
Project and Research National Committee™ were established within MARA. : Bugday Association for
Supporting Ecological Living was founded.

2003 Department of the Alternative Agricultural Production Techniques within MARA was established.

2004 Organic agriculture Law n. 5262 was passed on December 3rd. ; Organic Product Producers and

Industrialists Association (ORGUDER) was founded.

A new regulation ‘Organik Tarmmin Esaslari ve Uygulamasina iliskin Yonetmelik’, was issued on June
2005 10th. (Official Gazette n. 25841) : Organic farming units under 81 provincial directorates were
established ; Organic Agriculture Information System was founded.

2006 First organic farmers’ market in Turkey was founded by Bugday in Sisli, Istanbul.

2009 EU Reg. 2092/91 was replaced by the current EU Reg. 834/2007 and implementing rules.

Turkey issued a new regulation to follow up with the changes in EU regulations on August 18th

208 (Official Gazette n. 27676).

MARA, Ministry of Agriculture and Rural Affairs, was reorganized as Ministry of Food Agriculture and

2011
Livestock (MoFAL) ; Department of Good Agricultural Practices and Organic Farming was established.
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2.2.3. Islamic Banking

2.2.3.1. Early beginnings

Islamic banking is widely acknowledged to have its roots in the Mit Gahmr Savings
Bank in Egypt, founded in 1963 and operated until 1967 (Alim, 2014). It functioned more
along the lines of an interest-free cooperative credit union (Alim, 2014). The first for-profit
Islamic bank opened in Dubai in 1975. Currently there are 251 Islamic banks operating in
more than 60 countries worldwide with total assets over $1.2 trillion, more than half of
which concentrated in Malaysia, Saudi Arabia and Iran (Zawya, 2014). Turkey ranks 8th,
with nearly $45 billion Islamic banking assets. Moreover, there are more than 100
conventional financial institutions involved with Islamic finance through ‘Islamic
windows’, the most well-known of them are Barclays, Citi, Deutsche Bank and HSBC.

Conventional banks’ involvement in Islamic finance under the same organization is
legally not possible in Turkey. However it is legally possible for a conventional bank to
establish an Islamic bank as a separate entity. In practice, though, the conventional bank
would need interest-free capital for establishing an Islamic bank which is difficult to prove.
A state-owned conventional bank recently established an Islamic bank on May 2015 with
its full capital paid by the Turkish Treasury.

The single early experiment with interest-free banking in Turkey was a state-owned
investment bank called State Industry and Worker Investment Bank (Devlet Sanayi ve Isci
Yatinm Bankas1 DESIYAB). DESIYAB was founded in 1975 with a clear mission to
channel remittance from Turkish diaspora especially in Europe to build and operate
industrial firms based on multi-partnership and profit sharing (Gallina, 2006). DESIYAB
operated without interest for its first three years until its board repealed its interest-free
principle in 1978. It was later transformed to Development Bank of Turkey in 1988.

The first Islamic banks in Turkey, were established in 1984 following a government
decree no: 83/7506. The government’s aim was to attract capital from both domestic

consumers and Gulf states by providing an interest-free banking option (Pakdemirli, 2000).
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They were initially named Special Finance Houses (SFHs) and their first implementations
in 1984 were Albaraka Tiirk and Faisal Finans which were subsidiaries of established
Islamic banks from Bahrain and Saudi Arabia respectively. In 1999 with Banking Law no.
4389, Special Finance Houses were brought under the same regulation as conventional
banks without being defined as a ‘bank’. In 2005 with Banking Law no. 5411, they were
renamed as Participation Banks and defined as a third type of banking along with deposit
banks, and development and investment banks in Turkey.

As of December 2015, 5 Islamic banks in Turkey operate within the banking system
with conventional banks and are subject to the same Banking Law and supervision
authorities. However, different than conventional banks, each Islamic banks’ products and
services are supervised and endorsed by a group of Islamic law experts for their conformity
to Islamic law. For this purpose, although not required legally, each Islamic bank in Turkey
has its own Advisory Board, that is Sharia Board as commonly referred to in other
countries.

The term Islamic banking refers to a system of banking that is consistent with
Islamic law principles and guided by Islamic economics. In particular, Islamic law
prohibits transacting with interest, investing in businesses that are considered unlawful, or
haraam (such as businesses involving alcohol, gambling etc.), and engaging speculative
transactions (such as conventional derivate instruments) thus Islamic banks restrain from
all these practices.

The basis for the existence of Islamic banking is the Islamic prohibition on charging
interest. Interest-based system is the central component of conventional banks today that
works on the basis of a risk-free, pre-determined return. A borrower who takes a loan from
a conventional bank to invest in a business for example, is required to pay back to the bank
the original loan plus a pre-determined excess at the end of the term, regardless of his
earnings from his investment. The bank’s earning does not depend on the borrower’s
success or failure in his investment. This kind of transaction is deemed unfair and
problematic by Islam in either way (Ozsoy, 1995). If the borrower’s earnings from his

investment is grand, pre-determined rate could be disproportional and unfair as far as the
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bank is concerned. If the borrower’s investment failed the bank still get its money which is
also deemed unfair and haraam in Islam. Similarly, a lender who deposit money to the
bank earn pre-determined income at the end of the term, detached from banks’ earnings. It
is this risk free structure of interest-based system problematized within Islamic economics
and Islamic banking. According to this thinking, inequality in the distribution of wealth
and stagnation in productive enterprises are related to this risk transfer nature of interest-
based system because it encourages people to put their money in a bank rather than
actively participating in real economy and result in unfair sharing of loss and profits.

However, there is a continuing debate about what constitutes interest and whether the
Quranic prohibition of interest encompass the institution of interest as we know it today.
Some argue that what Quran bans is the pre-Islamic institution of riba which involves
charging extremely high rates of interest that may result in enslavement if the debt is not
paid. In spite of this debate regarding the form of interest, there is a consensus that it is
sinful and should be avoided. Moral discourse of Islamic economics encompasses wider
moral arguments than justice and equality that are voiced within the Islamic banking
practice. Aspects of economic life, according to Islam, should foster self sacrifice, altruism
and brotherhood in favor of society.

Islamic banking is based on the idea of loss and profit sharing which is the extension
of the idea of risk sharing. The bank and the customers are conceptualized as business
partners who share the risk of business by participating the losses and profits of the
venture. The principle of risk sharing and participation to the losses and profits exclude a
pre-determined, guaranteed return, i.e. interest. Thus all the operations of Islamic banks
have to include some risk of loss and avoid a pre-determined rate. Moreover, Islamic banks
can involve in trade by buying and selling product since trade is permissible in Islam.

Within this framework Islamic banks utilize financing methods through direct
partnership which is based on profit and loss sharing (mudarabah and musharakah);
indirect trade financing (murabaha); and leasing (ijarah). Mudarabah financing is a labor-
capital partnership which is similar to venture capital in that the bank provides the capital

and the customer invest the capital in a project. The profit is shared between the bank and
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the customer according to a pre-agreed ratio. In the case of loss, the bank loses its money
and the customer loses his labor. Musharakah is similar to joint venture and is based on the
same principle as mudarabah, the only difference being both parties, the bank and the
customer, provide the capital to invest in a business. They are still partners who share the
risk and the loss or profit incurred in the end according to their capital contribution. While
mudarabah and musharakah are deemed as the most appropriate financing methods that
suit the ideal of Islamic banking, they are the least utilized. The stated reasons include lack
of infrastructure, capacity and demand among many others.

Murabaha is the most utilized financing method in Islamic banking in Turkey and in
other countries and refers to a particular kind of sale. In murabaha, the bank buys the good
demanded by the customer and sells it to the customer by adding a mark-up profit as
compensation for its service. The cost of the good and the profit added by the bank is
transparent and made known to the buyer. What makes this transaction legitimate
according to Islam is that it is a trade because bank takes ownership of the product for
some time exposing itself to risk (Kuran, 2004).

The fact that Islamic banks in Turkey almost exclusively utilize murabaha is
criticized on the basis that murabaha is not related to the basic tenet of Islamic banking, the
principle of partnership, and that "service charge" or “markup profit" is merely another
name for interest. The counterargument is that since the acts of buying and selling do really
happen, it is considered as a trade thus the profit is legitimate and cannot be considered as
interest.

Islamic banks can also involve in leasing (ijarah), by making the use of equipments
such as motor vehicles or office spaces available to the customer for a fixed period and
price. There are some operational differences between Islamic leasing and conventional
leasing such as; for conventional leasing, the rental starts as soon as the agreement is done
and for ijarah it starts when the asset is supplied to the lessee, and the risk of the assets
belongs to the lessee in the conventional leasing, while it is borne by the bank in ijarah.

Hayrettin Karaman, the leading Islamic economics professor who is in Advisory

Boards of at least two Islamic banks in Turkey, criticizes both murabaha and ijarah on the
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basis that the current executions of these two services are problematic according to Islamic
law and proposes a change in the legislation (Karaman, 2014). His criticisms involve the
technicalities regarding the contracts for those services to be legitimate such as billing
requirements for murabaha, and banks as being responsible for the insurance of the leased

assets.

2.2.3.2. Context

Government decree regarding to establishment of Islamic banks was announced six
days after Turkey returned to parliamentary democracy from a three-year military rule.
Politically, it was a time of depoliticization where extreme left and right opinions including
the Islamist views were under the military pressure. It was also a time when Turkey was
implementing a major economic liberalization program in financial sector and capital
movements.

What this economic restructuring meant in terms of banking industry is that now
banks need to operate in an environment which was very different than the previous state-
led economy where deposit/loan interest rates, exchange rates, loan limits and banking
commission rates were all determined by the government (Conkar, Keskin and Kayahan,
2009; Onis, 1992). This was a much more volatile environment where legal restrictions on
deposit and loan interest rates were removed, banks were allowed to issue negotiable
certificates of deposits (CDs), and new domestic and foreign banks were allowed to be
established. Banking industry was introduced several new practices including international
supervision and international banking standards like uniform chart of accounts and external
audit. Some of the other important changes in terms of banking industry initiated through
1980s were; establishment of Saving Deposits Insurance Fund (SDIF) in 1983,
establishment of Istanbul Stock Exchange in 1986, starting of open market operations by

Central Bank of Turkey (CBRT) in 1987, establishment of foreign exchange markets in
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1988, freeing foreign exchange transactions and capital movements in 1989 and allowing
non residents to open turkish lira and foreign exchange deposit accounts in Turkey.
Adjustment was not easy. The first major crisis broke out in 1982 followed by
resignation of the top economic team led by Turgut Ozal who was in charge of
liberalization program. It was during early 1980s that banks used brokerage houses, both
their own subsidiaries and independent ones, to increase their share in deposits. Banks
issued CDs to brokerage houses in large volumes at a discount and the brokers would resell
the CDs to the public at par. Realizing that brokerage houses were involved in highly risky
credit transactions, on November 1981 monetary authorities prohibited banks from
marketing CDs through brokers. However it did not stop some brokerage firms selling CDs

and the system collapsed, leading a major crisis, known as ‘banker crisis’ in mid-1982.

2.2.3.3. Legislation

From their establishment with a government decree no. 83/7506 in 19 December
1983 until their inclusion in banking law in 19 December 1999, Special Finance Houses’s
(SFHs) were regulated according to the government, central bank and undersecretariat of
treasury decrees. In their inception, they were regarded as non-bank financial institutions
and as such were outside the banking system and the banking law. SFHs’ legal base was
the subject of continuous criticism from their start on the basis that they were not properly
regulated and favored against conventional banks resulting in an unfair competition.
Debates around their legal base within a particular set of contextual conditions explained
below, led to inclusion of SHFs into the banking system with the amendments of Banking
Law n. 4389 twice, first in 19 December 1999 and then in 29 May 2001.

The process that was ended with SFHs’ inclusion into the banking law in 1999
started with the state’s intention to shut down or convert the SFHs into conventional banks
and linked to the military memorandum in 28 February 1997. Known also as a

‘postmodern coup’, 1997 military memorandum refers to anti-sharia decisions issued by
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the Turkish military leadership on a National Security Council (NSC) meeting in 28
February 1997. Memorandum reflected NSC’s critiques about what military elites
considered as pro-sharia activities and suggested secular measures such as transferring the
control of private religious schools to the state, abolishing sectarian groups, and controlling
the ‘green money’. 28 February decisions initiated the process that precipitated the
resignation of Islamist prime minister Necmettin Erbakan and the abolishment of his
political party.

Reference to ‘green money’ is about NSC’s concern with multi-partnership firms,
generally referred to as Islamic Holdings, which sprouted in 1990s. These holdings
collected funds from Turkish workers, mostly from Germany, based on a partnership and
profit and loss sharing and NSC was concerned about their relations with political Islam.
During the process, disestablishment of Islamic banking came into consideration and
Islamic bankers were given the options of either to convert to conventional banks or
closing down their establishments. The period between 1997 and 1999 was regarded as one
of the most difficult periods for SFHs by Islamic bankers (Akytiz, 2011). However, SFHs’
leaders lobbied successfully and influenced the process so that SFHs were included into
the banking system, instead of being shut down.

The amended banking law n. 4389, ratified in 19 December 1999, was aimed at
strengthening of the banking system and banking regulations which was part of the
structural reforms agreed with the IMF. What the law meant in terms of SFHs was that they
were included in the banking system and became subject to the same regulation and
supervision body, BRSA, as conventional banks. They were not defined as bank, however
and were outside of Saving Deposits Insurance Fund, meaning savings in SFHs were not
insured by the fund. SFH also lacked a professional public entity defined and mandated by
law. Conventional banks had such an entity, the banks association of Turkey, since 1958.

According to this amendment; (1) Banking Regulation and Supervision Agency
(BRSA) was established as a sole independent decision-making body authorized to take
and implement any decisions and measures regarding to banks and SFHs, including their

foundation criteria, branch opening, systems of accounts and records, the procedures for
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their supervision, and the temporary or permanent suspension of their activities, (2) sworn
bank auditors on behalf of the BRSA would inspect and analyze the banks’ and SFHs’
assets, receivables, own funds, liabilities and profit and loss accounts and all other
elements affecting their financial structures, (3) conventional banking terms such as “paid
up capital”, “own funds” and reserves became valid for SFHs, (4) SFHs were treated as
banks for the purposes of application of provisions related to checks and guarantee letters.

Second amendment in Banking Law n. 4389 occurred on May 29th 2001 and was
related to the banking crises of 2000-2001 and bankruptcy of one SFHs. Government’s
initiation of exchange-rate-based stabilization program in December 1999 could not
prevent the economic crisis of 2000-2001, one of the worst in Turkish history that resulted
in shutting down over twenty banks.

One of them was Ihlas Finans, an Islamic bank that was founded in 1995. Operation
of Ihlas Finas was revoked in 10 February 2001 by BRSA creating a panic among the
customers of SFHs which resulted in the withdrawal of 51% of total deposits in all SFHs in
the following months. Just five days after Thlas Finance’s operations were stopped, on
February 15th 2001, the remaining five SFHs (Albaraka Tiirk, Anadolu Finans, Asya
Finans, Faisal Finans and Kuveyt Tiirk) applied to BRSA for a permit to establish an
assurance fund and publicized their application with announcements in national
newspapers. With the amendment of banking law n. 4389 second time on 29 May 2001,
Association of Special Finance Institutions as a public legal entity, and the Assurance Fund
were established.

Association started its operation as a professional public entity on 4 October 2001.
Its responsibilities defined by the law were (1) monitoring that SFHs operate in accordance
with the law and in line with the needs of the economy in dignity, discipline and solidarity,
(2) taking and implementing any action aimed at preventing unfair competition between
SFHs. Moreover, all the SFHs were obliged to become a member of the Association and
the Association was “assigned to and authorized with establishing an “Assurance Fund” in

order to provide security for savings of natural persons, who have special current accounts
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and accounts for sharing profits and losses with SFHs” (BDDK, 2002: 30). The association
was also authorized to control and the supervise the Fund.

Later, in 19 October 2005, SFHs were further integrated to the banking system with
new Banking Law n. 5411. This law changed the name Special Finance House to
Participation Bank and defined Participation Banking legally as one of the three types of
banking along with deposit banks, and development and investment banks in Turkey. The
name ‘participation bank’ was first proposed in 1999 by an employee of an Albaraka Tiirk
(Bereket, 1999). The name of the SFH Association was changed to Participation Banks
Association of Turkey as well. The law also required the transferring of the control of SFH
Assurance Fund from the Association to the SDIF, bringing the assurance of the entire
banking system under the control of the same entity. The funds contributed by Islamic
banks to the SDIF would be kept separate from the contributions of conventional banks
and would be directed to the funding of the interest-free sector (both domestic and abroad).

As of December 2015, Banking Law n. 5411 is in force and regulates the whole
banking system in Turkey. According to this law and associated regulations, BRSA
regulates and supervise all aspects of both conventional and Islamic banking; both types of
banking have their corresponding professional associations that each bank must be a
member of; and the savings of both conventional and Islamic banking customers are
protected by the same agency, SDIF. The Central Bank is also involved with regards only
to foreign currency operations and reserve requirements and gathers money and banking
statistics from all types of banks.

According to the current law, there are minor differences in accounting methods and
calculation method for Capital Adequacy Ratio for Islamic banking. In the law, the only
tangible difference between conventional and Islamic banking is in their fund collection
and utilization. In terms of loans, Islamic banks are not allowed to place cash loans. In
terms of collecting funds, they can do it through “participation accounts that yield the
result of participation in the loss or profit to arise from their use by participation banks,
that do not require the payment of a pre-determined return to their owners and that do not

guarantee the payment of the principal sum” (BDDK, 2111: 15). This is the only statement
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in law that differentiates Islamic banks from conventional banks; that they operate
according to loss and profit sharing principle and as a result are not obliged for pre-
determined return which is interest. There is no reference to participant banks’ Islamic

nature or, their interest-free feature in the banking law.

2.2.3.4. Actors

2.2.3.4.1. State

As I described above, state’s involvement in Islamic banking has both economic and
political aspects. The changes in banking law in 1999 and 2005 were motivated to
strengthen the banking system and banking regulations in general and was part of the
structural reforms agreed with the IMF. These laws also brought important changes for
Islamic banks. In 1999, SFHs were included in the banking law placing SFHs on the same
legal base as conventional banks. In 2005, they were defined as a bank and brought under

the same assurance fund as conventional banks.

2.2.3.4.2. Participation banks association of Turkey

Participation banks association of Turkey (TKBB) was established first as
Association of Special Finance Institutions in 2001, that was renamed in 2005. All Islamic
banks are legally obliged to be member of association. According to its statute, TK BB
represents the rights and interests of its members, ensures coordination in common projects
among its members, participates in law and regulation process by providing advisory
opinion, involves in academic research and studies to further the public awareness, publish
educational and statistical information about participation banking and organize seminars,

symposia, and conferences regarding to the sector (TKBB, 2006).
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2.2.3.4.3. Islamic law, Islamic economic scholars and advisory boards

Although it is not required formally, each Islamic bank in Turkey has its own
Advisory Board (commonly referred as Sharia Board in other countries) that is responsible
for overseeing that the banks’ products and services are compliant with Islamic law.
Islamic banks need to take the approval of the Advisory Board for every new product and
service they plan to introduce and they are bounded by the decision of the Advisory Board.

Although Advisory Board is clearly one of the biggest distinctions of Islamic banks
that separates them from conventional banks, the process regarding the working of the
Board and the members of the board are not well shared in the participation banks’
websites, annual reports or in the media. In fact, as of November 2014, two out of four
Islamic banks in Turkey provide information about their advisory boards in their websites;
one of them provides only the names of Islamic law scholars, and the other includes a few
sentences regarding what the Advisory Board is for. The other two banks did not include
any information in their web sites, annual reports or organization charts.

Islamic Law Professor Hayrettin Karaman is the one of the most well-known
Advisory Board member In Turkey. He writes regularly in a national newspaper, Yeni
Safak, on several issues ranging from politics to Islamic life to education and has a web
site where he shares fifteen of his most-read books, newspaper articles, interviews and
answers to reader questions.

Although not in the scope of law, he has direct influence on the products and services
that Islamic banks can offer. For example in 19 February 2012, deciding that income
indexed securities, offered by the government and invested in by Islamic banks since 2009,
become non-compliant with Islamic law, he wrote in his newspaper column that these
securities involved interest (Karaman, 2012). Islamic banks then applied to Treasury to

exchange those securities valuing 1 billion Turkish Lira with Islamic bonds.

71



Karaman is relatively moderate in his views on debated issues such as indexation,
loans, state’s incentive credits, mortgage, insurance, and credit cards. For example, he
states that for a person who lends money as a debt to another person, it is legitimate that
the debt is indexed to the rate of inflation to protect its purchasing power so that the lender
would not be disadvantaged. However, he states, if a person lends money to a bank through
opening a deposit account, any excess he gets at the end of the term, even if it is under the
inflation rate, it is considered as interest and not legitimate within Islam. Saying that
“deeds are evaluated according to the intention” Karaman states that the deposit account
contract between the individual and the bank includes interest from the beginning so that
the fact that the interest rate is lower than the rate of inflation, does not make the incurred
excess money legitimate to take and use (Karaman, 2006).

On the same intention principle he regards the long term, low interest state incentive
credits as legitimate according to Islam as these credits are given to entrepreneurs to invest
in areas that need to be developed and bring out a public good. He is also moderate on his
views regarding mortgage, insurance (excluding life insurance) and credit cards. He states
that mortgage and insurance is legitimate if there is a genuine need that could not be
fulfilled in an Islamic way. He states that home and car can be primary necessities under
some circumstances and if not satisfied cause distress and disfunction to individual, so to
take loan from conventional banks can be permissible. Before Islamic banks were offering
credit cards, he also stated that using conventional credit cards is legitimate (but not for

excess consumption) because, if the debts are paid in term, it does not include interest.

2.2.3.4.4. Presidency of religious affairs of Turkey

Presidency of Religious Affairs of Turkey (PoRA) is a constitutional institution and
“carries out religious affairs pertaining to faith, worship and moral principles; informs the
society on religion; and administers the places of worship”. (Law n. 633) PoRA does not

have a direct relationship with Islamic banks nor it has a kind of influence that Advisory
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Boards have. However it is the formal organization of the state in religious matters and as
such it gets questions from people regarding various matters including banking and its
answers are shared with society through its publications and national presses.

The High Board of Religious Affairs within the PORA is the highest decision making
and advisory organ on religious matters and its duties include expressing views and
replying questions about religion. High board also examines and assess different religious
comments made by Islamic circles, religious-social associations and traditional religious-
cultural formations in the country and abroad. The High Board of Religious Affairs
organizes consultative meetings and conferences on various contemporary matters with a
multidisciplinary focus since 2002. Two of ‘Consultation Meeting on Contemporary
Religious Issues’ were related to Islamic banking one held in 2007, and the other in 2010.
Economists, Islamic bankers, state officials, islamic law scholars and islamic economic
scholars participated to these meetings. Therefore, through its formal role as the highest
governmental authority in religion, its visibility and its consultation meetings that gather
various actors on the subject, I contend that PORA is one of the prominent actors in Islamic

banking.

2.2.3.5. Growth over time

After the establishment of first two Islamic banks, Albaraka Tiirk and Faisal Finans
in 1984, the third one, Kuveyt Tiirk was established in1989. They were all subsidiaries of
established Islamic banks from Bahrain, Saudi Arabia and Kuwait respectively. Anadolu
Finans which was founded in 1990 was the first domestic SFH. Later, the fifth and the
sixth SFHs were founded; Thlas Finans in 1995 and Asya Finans in 1996. Ihlas Finans has
been liquidated in 2001 leaving five SFHs remaining in the sector. The same year, in 2001,
Faisal Finans changed ownership and was renamed as Family Finans. Family Finans and
Anadolu Finans merged in 2005 becoming Tiirkiye Finans, and leaving four Islamic banks

in the sector until 2015. The first state-founded Islamic bank started operation on May
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14th, 2015. Currently five Islamic banks that are operating in Turkey are: Albaraka Tiirk,
Kuveyt Tirk, Bank Asya, Tirkiye Finans and Ziraat Katilim Bankasi. Kuveyt Tiirk is the
biggest of all Islamic banks in terms of total assets and collected funds valuing 34 billion
TRY and 22 billion TRY respectively, followed by Tiirkiye Finans (33.5 billion TRY; 19
billion TRY), Albaraka Tiirk (23 billion TRY; 16.6 billion TRY) and Bank Asya (13.6
billion TRY; 8.8 billion TRY) as of December 2014. In terms of allocated funds, Tiirkiye
Finans is the leader with 24 billion TRY, followed by Kuveyt Tiirk (21 billion TRY),
Albaraka Tiirk (16 billion TRY) and Bank Asya (8.5 billion TRY) for the same term. The

main financial figures of four Islamic banks as of December 2014 are shown in Table 2.3.

Table 2.3

Participation banks’ key financial indicators (YTL thousands), December 2014

Grand Grand

Albaraka Turk Bank Asya Kuveyt Tiirk Tirkiye Finans Total Total (%)
Financial Topics 2014- 2014- 2014- 2014- 2014-
2014/Q4  Q4/2013 2014/Q4 Q4/2013  2014/Q4 Q42013 2014/Q4 Q42013  2014-Q4 2013 Q4/201
(%) (%) (%) (%) 3

YTL 9,782,163 301 4,865,894 -53.6 12,147,375 30.2 12,443,928 291 39,239,360 36,984,083 6.10
Funds Collected FC 6,861,055 37.0 4,021,059 -49.8 9,997,339 29.8 6,668,832 213 27,548,285 26,226,112 5.04
Total 16,643,218 329 8,886,953 -52.0 22144614 30.0 19,112,760 26.2 66,787,545 63,210,195 5.66

Funds Allocated 16143978 342 8544306 586 21,213,691  27.8 24,063,493 324 69965468 67415970 3.78
Non-Performing Loans 39,714 513 862,681 342 71977 582 228470 727 1,202,842 847119 41.99
Non-Performing loans 20% 20.9% : 23% : 2.5% : 28 1 119.84
(gross) / Loans
Total Assets 23046424 339 13679814 508 34008175 313 33494790 333 104,229,203 96,021,671 8.55

Shareholders’ Equity 1,790,927 19.6 1,705,392 -321 3,022,870 313 3,153,847 25.0 9,673,036 8832644 9.51

Net Profit 252,631 46 -813.470 -550.4 370,450 233 334,228 15 143839 1,051,633 -86.32
Number of Employees 3,510 148 3,200 -36.9 5,082 9.5 4478 122 16,270 16,763 -2.94
Number of Branches 202 21.0 200 -28.8 308 14.9 280 120 990 966 2.48

Source: Particlpation Banks Assoclation of Turkey

The Turkish banking sector has 52 banks as of 2015, of which 34 are deposit banks,
13 are development and investment banks and 5 are participation banks. The share of
Islamic banks in total banking assets, deposits and loans are 5.3%, 6.2%, and 5.5%
respectively in September 2014 which is far from what had been anticipated in 2009 as
10% by 2015. As of September 2014, Islamic banks’ shares in total assets, deposits and
loans are up almost 3%, 4% %0.5 from their respective values in 2000. Except 2001, the

year one of the SFHs, Thlas Finans, was liquidated, Islamic banks’ shares are steadily
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increasing albeit in small increments. The total number of four Islamic banks’ branches is
1029 whereas the total number of bank branches is 12129 as of September 2014. The
changes in the shares of Islamic banks in total banking asset, deposits and loans between
2000 and 2013 are shown in Figure 2.1. The changes in the numbers of branches and

employees of Islamic banks for the same period are shown in Table 2.4.

Figure 2.1

Participation banks’ asset, deposit and loan shares in Turkish banking sector (%)

~ Asset Share (%) Deposit Share (%) = Loan Share (%)
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Table 2.4

Participation banks’ branches and employees

Year Branch Growth (%) Employee Growth (%)
2000 110 2.182

2003 188 1% 3.520 61%
2004 255 36% 4.789 36%
2005 290 14% 5.740 20%
2006 355 22% 7.114 24%
2007 422 19% 9.215 30%
2008 530 26% 11.022 20%
2009 560 6% 11.802 7%
2010 607 8% 12.677 7%
2011 685 13% 13.857 9%
2012 829 21% 15.356 11%
2013 966 17% 16.763 9%

Table 2.5 summarizes the main events in the trajectory of Islamic banking in Turkey.
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Table 2.5

Main events in the trajectory of Islamic banking in Turkey

DATE EVENT

1980 Import substitution policies were abandoned for export-oriented, market-led economy through 24
January Decisions’. Military junta governed the country from 18 Sept. 1980 until 13 Dec. 1983.

1983 Government decree no: 83/7506 introduced Islamic banks with legal name ‘Special Finance
Houses’ (SFHs) on December 19th.

1984 First two Islamic banks in Turkey, Albaraka Tirk (Bahrain origin) and Faisal Finans (Saudi Arabia
origin) were established.

1989 Third Islamic bank in Turkey, Kuveyt Tirk (Kuwait origin) was established.

1991 Fourth, and first national Islamic bank, Anadolu Finans was established.

1995 Fifth Islamic bank, ihlas Finans was established.

1996 Sixth Islamic bank, Asya Finans was established.

1997 Military memorandum on February 28th.
SFHs were included in Banking Law n. 4389 on December 19th ; Banking regulation and supervision

1999 : : $
body was established and became the sole authority on banking.

2001 Ihlas Finans bankrupted on Feb 10th. ; Assurance Fund was established ; Association of Special Finance
Houses was established on Oct. 4th ; Faisal Finans was sold to Ulker and became Family Finans.
Banking Law n. 5411 defined SFH as a ‘bank’ and renamed it as Participation Banking ; Assurance

2005 Fund was transferred to Saving Deposits Insurance Fund ; Anadolu Finans and Family Finans merged
and became Tiirkiye Finans.

2008 Tiirkiye Finans was acquired by National Commerce Bank.

2015 First state owned Islamic bank, Ziraat Katilim Bankasi was established on May 14th.
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2.3. Methods of Data Collection

I collected two types of data: archival data and interview data. In addition to these, I
did observations in two international industry-wide congresses one for organic agriculture
and one for Islamic banking. Archival data provided me with initial understanding of
events, actors, and the areas of debates in each industry. The interviews with influential
actors in both fields provided the foundation of my analysis to induce themes and
relationships. I used the observations in two congresses as an opportunity to learn more
about these two industries as well as to build rapport with participants. Since the
observations were done in international congresses, it was also useful to learn about
international debates and how they were similar or different from the Turkish case.

I collected archival data that covers the complete period from the pre emergence
years of both industries starting from 1980 until 2013. I conducted interviews between
2010 and 2015 and carried out observations in two international congresses in 2014. Table

2.6 shows the distribution of data.
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Newspaper
Articles

Bank Documents

NGO Documents

Other Archival
Data Sources

Islamic Banking
Organic
Agriculture
Islamic Banking

Organic
Agriculture

Table 2.6

Data sources

ARCHIVAL DATA
Zaman Islamic banking articles 1986-2013: 2642 entries
Organic agriculture articles 1986-1994: 1125 entries
Milliyet Islamic banking articles 1980-2013: 1440 entries :

Organic agriculture articles 1980-2013: 3692 entries

Albaraka Tirk (2001-2012) ; Kuveyt Tirk
(2005-2012) : Bank Asya (1996-2012) ; Tirkiye
Finans (2005-2012) ; Thlas Finans (1996-1999)

Bereket (Albaraka Tirk: 1997-2015: 39 issues) ; Biz
Asya (Bank Asya: 2002-2012: 2 issues) :; Paylasim
(Tirkiye Finans: (2006-2015: 34 issues)

Albaraka Tirk (2007-2012) Kuveyt Tirk
(2008-2013) : Bank Asya (2002-2013) ; Tirkiye
Finans (2006-2013)

Annual Reports

Magazines

Press Releases

Participation Banks Annual books regarding Islamic banking in Turkey
Association of and the world (2003-2014: 12 issues)
Turkey

Bugday Magazines 2009-2014: 21 issues

Presidency of Religious Affairs of Turkey: Consultation Meeting on
Contemporary Religious Issues, 2007 and 2010: 800 pages

Prof. Hayrettin Karaman's web page: answers’ to readers questions ;
interviews ; his newspaper articles : five electronic books

Pinar Kaftancioglu's weekly e-mails (2010-2015) and articles in Kuraldis:
magazine (2011-2015: 44 entries)

Informants’ public videos, podcasts, blogs, social media accounts, books,
articles

INTERVIEWS

10 interviews with 9  High ranking managers of Islamic banks (6) : Islamic
informants law scholars (2) ; a law professor

17 interviews with NGO leaders (10: 3 of them are also producers) ;
14 informants Producers (4)

OBSERVATIONS

I1th Harvard University Forum on Islamic Finance in Boston, USA
between 25-27 April 2014

18th IFOAM Organic World Congress in Istanbul, Turkey between 13-15
October, 2014
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2.3.1. Archival Data

Archival data contains all the articles related to Islamic banking published in two
national newspapers and all the articles related to organic agriculture published in one
newspaper. I also collected all the public materials (magazines, interviews, press releases,
annual reports, books etc.) from the web pages of Islamic banks, NGOs and individuals
who are related to these industries. I collected news and documents going back as early as
1980 whenever available to capture the debates related to organic agriculture and Islamic
banking such as debates on pesticides, hormones, and interest rates, prior to emergence of
these industries. This approach was useful in terms of understanding precursor debates in
agriculture and banking before organic agriculture and Islamic banking were born.

The core of archival data came from two national newspapers; Milliyet and Zaman. [
have chosen Milliyet because it is one of the leading mainstream newspapers which has
on-line archive from the first day it started publishing on 3 May 1950. Milliyet has two on-
line archives; the first one provides the exact replica of the printed version and covers the
period from 3 May 1950 to 31 December 2007. It contains jpeg images of the printed
version. When I completed data collection from this archive in the beginning of 2014, it
covered until 30 June 2004. So when it was extended, I searched the period from 30 June
2004 to 31 December 2007 for all the keywords to make sure I have the complete set of
articles related to both industries. The new search yielded 126 new articles, 60 of which
were related to organic agriculture and 66 of which were related to Islamic banking. Most
of the new articles were from supplements such as editions devoted to specific industries,
regions and cities.

The second on-line archive covers the period from 23 June 2001 onwards, and
comprised of internet edition of the newspaper in text format. This internet edition is not
one-on-one replica of the printed version as is the first one, but comparable in content. To
make sure the second archive was as comprehensive as the first archive, I examined the
search results for the period from 23 June 2001 to 30 June 2004, which was the period

covered by both archives initially. I searched for the same keywords in the overlapped
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period and got the same results with a few exceptions. The differences were due to
keywords being at the end of the line and had to be cut off or some spelling errors in print
version. This gave me confidence that the second archive was as comprehensive as the first
one.

From Milliyet’s two on-line archives, I collected all the articles related to organic
agriculture and Islamic banking between 01/01/1980 and 31/12/2013 covering 34 years
period. The key words that I used for searching organic agriculture related articles included
all the possible references to organic agriculture such as ecological agriculture and
biological agriculture as well as related terms and phrases such as fertilizer, seed,
pesticides, hormones, GMO and their inflected forms and synonyms. The key words that I
used for searching Islamic banking related articles included all the possible references to
Islamic banking such as interest-free banking, participation banks, special finance houses
and their inflected forms. The search results from Milliyet’s two on-line archives yielded
3692 entries for organic agriculture and 1440 entries for Islamic banking for the period
between 01/01/1980 and 31/12/2013. The exact keywords in Turkish used for archive
search for organic agriculture and Islamic banking are shown in Table 2.7 and Table 2.8

respectively.

Table 2.7

Keyword list in Turkish for online archival search: organic agriculture

organik tarim; organik gida; organik tohum; organik giibre; ekolojik tarim; ekolojik
gida; ekolojik giibre; biyolojik tarim; biyo tarim; bio tarim; biyolojik gida; biyo
gida; bio gida; biyolojik tohum; biyolojik giibre; biyo giibre; bio giibre; yerli
tohum; ithal tohum; hibrid tohum; hibrit tohum ; kisir tohum; zirai ilag; tarim ilaci;
tarim ilaglari; tarimsal ilag; pestisit; kimyasal giibre; kimyevi giibre; hormonlu et;

hormonlu gida; genetigi degistirilmis; GDO; GDO’lu; bilingsiz tarim
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Table 2.8

Keyword list in Turkish for online archival search: Islamic banking

[slami banka: Islami bankasi; Islami bankacilik; Islami bankaciligi; Islami
bankaciligin; [slam bankalari; Islam bankaciligy; [slam bankacilik; Islam bankast;
Ozel finans kurumu; 0zel finans kurumlari; 6zel finans kurumlarinin; 6zel finans
kurulusu; o6zel finans kuruluslari; faizsiz banka; faizsiz bankalar; faizsiz
bankacilik; faizsiz bankaciligi; faizsiz bakacilifin; faizsiz bankacihiga; katihm

bankasi; katilim bankalari; katihm bankalarinin; katilim bankacilig:

I have chosen Zaman as the second newspaper to collect archive data about Islamic
banking as it is known for its affiliation with Islamist community. I expected Zaman could
have more coverage of and a different view about Islamic banking thus would supply me
with complementary data to Milliyet’s data about Islamic banking.

Zaman started publishing on 3 November 1986 and its on-line archive is available
starting from 3 September 1994. Thus, for the first 8 years from 3 November 1986 to 3
September 1994, 1 had to collect data manually from printed versions. I have spent two
months in three libraries to access to complete period; Beyazit State Library in Istanbul,
National Library of Turkey in Ankara and the Library of National Journalists Association
of Turkey in Istanbul in the summer of 2013. I have done a quick read of each and every
page of Zaman to identify the Islamic banking related articles for the first 8 years period. I
took picture of all the related articles and entered the date and the title of the articles into a
spreadsheet.

For on-line archive searching in Zaman, I used the same key words that I used for
searching Milliyet’s archive that is shown in Table 2.8. The search from Zaman’s printed
and on-line archives together yielded 2567 entries for Islamic banking between 03/11/1986
and 31/12/2013 covering a little over 27 year period.
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After finishing collecting data from Zaman’s internet archive, I realized that the year
1996 in which one of the Islamic banks was founded yielded a small number of articles. I
though it was suspicious as the Islamic bank founded that year was related to the owners of
the newspaper itself. Later, with the help of a little bit luck, I found out that Zaman’s
internet archive between 1996 and 1998 included some articles with english characters. So
I searched this period for all the keywords written with english characters using ‘o’, instead
of ‘0’ and ’s’ instead of ‘s’ etc. This additional search yielded 75 more articles between
1996 and 1998. To make sure this was not the case in Milliyet’s archival data, I made the
complete search with english characters which did not yield any additional articles.

Although I have collected and read organic agriculture related articles from Zaman’s
printed archive between 3/11/1986 and 3/9/1994 that yielded 1125 entries, I did not include
Zaman’s articles on organic agriculture in the analysis. The reason was that, for the first 8
years, the way Zaman covered organic agriculture did not differ from the way Milliyet
covered organic agriculture substantially, and I did not have a reason to think that it would
change for the remaining period. Considering the time that it took me to collect archival
data manually, I decided it was a reasonable compromise.

Apart from the articles from two newspapers, I also collected the magazines, books
and published interviews in different venues that NGO’s, Islamic banks, academicians or
practitioners produced related to these two industries. I collected all of Bugday’s
publications from its web page. I also collected the articles, interviews and statements of
vocal individuals such as Hayrettin Karaman and Pinar Kaftancioglu from internet
pertaining to Islamic banking and organic agriculture respectively.

One main archival source regarding Islamic banking was ‘Consultation Meeting on
Contemporary Religious Issues’ of PORA. PoRA held two national three-day meetings
regarding Islamic banking one in 2007, and the other in 2010. Economists, Islamic
bankers, state officials, Islamic law scholars and Islamic economic scholars from various
universities participated to these meetings and all the questions and debates were taped,

transcribed and published as books totaling 800 pages.
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2.3.2. Interviews

I started doing interviews in 2010. My initial informants were certified organic
farmers that I have met in organic farmers’ markets in Istanbul (6), NGO leaders (3) in
organic farming and an Islamic banker totaling 9 interviews. In these initial interviews, I
asked my informants about their personal involvement with the industry and then inquired
about their views on the challenges and the critical events in the industry’s history. My
objective was to understand the informants’ representation of their industry. Although I
conducted these interviews before completing archival data collection and narrowing my
research focus, they are still filled with relevant information regarding the current study. In
these early interviews, the questions that tapped into the informants’ understanding of the
industry usually provided information on how they see the industry and how it is different
from some other view that they mention. Also, the question about the challenges in
industry yielded relevant information regarding debates and different views in the industry.
Thus I included these early interviews in data analysis.

For the interviews that I conducted after archive data collection and analysis I had a
more focused interest. I approached those people whose names I have been seeing in
archival data and hearing from previous informants. I tried to probe informants’ accounts
and interpretations of a set of specific topics; legislation, names used for the industry
(SFH/participation bank/Islamic bank/interest-free bank and organic/ecologic/biologic
agriculture), similar ventures (Islamic holdings and local/natural/Anatolian/traditional
agriculture) and certain practices that were contested (such as late due payments in Islamic
banking and seed/GMO in organic agriculture). I talked with managers or former CEOs of
Islamic banks (6), NGO leaders (5), a commerce law professor, Islamic economic scholars
(2) and certified organic food producers (2) and a non-certified organic farmer. In total I
have conducted 27 interviews with 23 people; 10 interviews with 9 people from Islamic
banking, and 17 interviews with 14 people from organic agriculture. I conducted all
interviews face-to-face, except two, in the informant’s choice of place that varied from

organic farmers’ markets to cafes to workplaces. Two interviews were held through skype.
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The interviews lasted 87 minutes in median, varying from 25 to 130 minutes. All
interviews were recorded and transcribed verbatim.

Before the interviews I searched the internet for informants’ previous statements,
interviews, presentations, scholarly papers and books if available. I have checked their
social media accounts such as facebook and tweeter, watched their videos and listened their
podcasts if available. Before each interview, I also listened the previous interviews I have
conducted with other informants and read my notes on those to freshen my memory and be
able to recognize any similarities and differences in the accounts. My aim with this
preparation was several: to get an initial idea about my informant; to identify the specific
areas that my informant could provide detailed information; to be prepared to probe better
during the actual interview; to be able to ask more specific questions by directly referring
his/her statements; and to convey my genuine interest and respect in their ideas and the
time they spared for the interview.

During the interviews, I tried to learn as much as possible about the informant’s
account of events. I would ask who were involved, what were the concerns and differing
views and what was the basis for those different views. I would ask if they had any
influence in the course of events and if yes how and to what extent. I would also ask for
clarifications on any questions that I came up when I was preparing for the interview.
Although I inquired the same broad topics in each interview, some topics would take
longer to cover than the others depending on the informant’s experience and knowledge in

that topic. Appendix 1 provides the guiding questions used in the interviews.

2.3.3. Observation
I did observations in two international congresses; 18th IFOAM Organic World

Congress in Istanbul, Turkey between 13-15 October, 2014 and 11th Harvard University

Forum on Islamic Finance in Boston, USA between 25-27 April 2014.
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IFOAM Organic World Congress occurs every three years and it is the largest
meeting of the organic sector in the world. It attracts people as diverse as scientists,
government officials, activists, NGOs, practitioners and certifiers around the world. The
congress’s aim is to provide an opportunity to discuss and be informed about a range of
major issues that concern organic sector.

In this particular congress, participants tried to answer such questions as: What does
the organic world today look like?, What are the shortcomings of organic agriculture and
how can we address them?, How do we compare to the other sustainability initiatives?,
Which objectives do we want to achieve? Who will have to do what, how and by when?
What are the main messages and how should participants communicate them?

Harvard University Forum on Islamic Finance occurs every two years and provides a
venue to discuss specific topics as well as more general topics, such as takaful and
alternative cooperative finance and challenges and opportunities in Islamic Finance.
Participants includes scholars, economists, bankers, government officials and Sharia
experts from different countries.

At these congresses, I attended formal sessions where there were either presentations
or panel discussions. Formal presentations provided the opportunity to observe the ways
participants presented their views. In the question and answer sessions I could observe the
issues that the listeners regarded as relevant or important. During the brakes, I would meet
people, introduce myself and listen to ongoing conversations and/or ask questions.

I took notes at the formal sessions, and recorded when it was possible. I also
recorded some of the informal conversations with the informants who gave permission to
do so. These observations provided me with information about diverse issues and views in

each industry from an international perspective.
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2.4. Methods of Data Analysis

I analyzed archival and interview data according to principles of grounded theory
that I explained its fundamental principles in Section 2.1. above. The analysis in grounded
theory approach is a process of building a theory that evolves gradually during data
collection and analysis process. This approach requires that data and evolving theory be
constantly compared and the theory to be modified according to data. The aim is to

develop a theory that accounts for and encompass the various views in the data.

2.4.1. Archival Data Analysis

Archival data collection from libraries and internet was itself was part of my very
early analysis in line with the grounded theory practice (Glaser and Strauss, 1967). As I
stated above, I needed to collect Zaman’s articles between 1986 and 1994 from the
libraries. To do that, I manually searched all the pages of Zaman published in this period
and made a copy of the related articles. And since the content was not always clear from
the headlines or the columns’ titles, I had to do a quick read of each day’s newspaper.
Reading 8 years’ of content of a newspaper in a concentrated time provided early insights
and hunches that I took note of for further analysis. When I was identifying and copying
related newspaper articles, I wrote down any preliminary ideas, questions, words or
phrases along with the articles’ names and dates that prompted those ideas. And when I
was indexing all the articles with their date, title and identification number in a
spreadsheet, I opened a separate column named ‘data collection notes’ for those ideas.

Collecting newspaper articles from the on-line archive followed a similar process;
scanning through all articles and choosing the related ones to be included in the corpus of
newspaper data. Reading of three decades of newspapers in a relatively concentrated time

during newspaper data collection provided me with an initial familiarity with the events

87



and debates in the data. I could already observe the general discussions and topics around
Islamic banking and organic agriculture in each newspaper such as secular concerns
regarding Islamic banks, healthy and tasty food emphasis around organic agriculture and
critique of current banking system or agriculture.

I started systematic analysis of newspaper data by reading each article in
chronological order for an intensive reflection and analysis. I attempted to analyze the
complete newspaper data comprised of 7774 files for Islamic banking and organic
agriculture in total. I have loaded all files to Atlas.ti v6.2 and did a close reading (line-by-
line reading of each article), open coding (segregating and grouping data by identifying
similar ideas and assigning them a summative, and essence-capturing label, i.e. code), and
writing memos for initial codes and ideas (analytical notes to reflect on codes and to
reconstruct the coded data to a higher abstract level). I carried these procedures for the first
3 years of Islamic banking articles in Zaman and realized that it was not possible to do
open coding for any and all ideas for all the newspaper data as it was simply taking too
much time.

To overcome this, I decided I would only concentrate on those articles that directly
referred to Islamic banking or organic agriculture. To this end, I first read complete
newspaper data comprised of 7774 files and identified all the articles that were directly
related to Islamic banking and organic agriculture. Thus, I excluded all the articles that
were about Islamic economics, interest, banking crisis, hormones, pesticides, seed etc. but
did not refer to Islamic banking or organic/ecologic agriculture directly. This selection
process yielded 2595 articles with a main focus on Islamic banking or organic agriculture.
The distribution of newspaper data and those with direct references to Islamic banking in
Zaman and Milliyet are shown in Figures 2.2 and Figure 2.3 respectively. The distribution
of newspaper data and those with direct references to organic or ecologic agriculture in

Milliyet is shown in Figures 2.4.
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Figure 2.2

Islamic banking articles in Zaman
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Figure 2.3

Islamic banking articles in Milliyet
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Figure 2.4

Organic agriculture articles in Milliyet
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Realizing that the remaining 2595 articles were still too many to be analyzed with the
procedures in the first cycle, I plotted the article numbers across years and identified the
years with the highest number of articles. My assumption was that those years with the
highest number of articles were the years that critical events or debates carried out in the
focal industry. I read the newspaper data and created comprehensive summaries for those
years. In the end, I had a detailed descriptions of data for years with the highest number of
articles for each industry. I put these descriptions in a spreadsheet and identified the course
of events and debates as reflected in the newspapers. In the end of this process, I listed
several events and debates for each industry. Then I compared these events and debates
across Islamic banking and organic agriculture and identified the ones common to both
industries. This yielded 4 common debates around naming of industry; law and regulations
and relations with the state in general; similar ventures that were associated with these
industries; and the debates about the contested practices. Appendix 2 provides the
summaries of Islamic banking articles in Zaman and Milliyet in 1989 as an illustrative
example of detailed descriptions of newspaper data for years with the highest number of
articles for each industry. Appendix 3 provides topics around which there were salient
discussions in Islamic banking and organic agriculture in newspaper data.

From the analysis of newspaper data, I identified these 4 topics and the accounts
related to these topics as reflected in newspapers. In the meantime, I read other sources:
Bereket, Albaraka Tiirk’s magazine (39 issues between 1997 and 2015), TKBB’s annual
books about Islamic banking in Turkey and the world (12 issues between 2002 and 2014),
PoRA’s publications of ‘Consultation Meeting on Contemporary Religious Issues’ in 2007
and 2010 that were related to Islamic banking, Bugday’s magazines (21 issues between
2009 and 2014) and Pmar Kaftancioglu’s 44 articles in magazine Kuraldis1 between 2011
and 2015 and her weekly emails from 2010. I have read articles, books and personal web
pages of prominent Islamic law scholars such as Prof.Dr. Abdiilaziz Bayindir and Prof.Dr.
Hayrettin Karaman and Prof.Dr. Servet Bayindir. My detailed reading of these sources

created additional information and questions regarding the four topics. For example,
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Albaraka Tiirk’s magazines and PoRA’s books provided rich data about contested practices
in Islamic banking and Kaftancioglu’s articles provided the criticism related to organic
agriculture. From Islamic law scholars’ publications, I have gained initial understanding of
Islamic law, its sources and techniques.

The archival data analysis was a crucial first step that provided me with an
understanding of actors, events, the context, and the debates in each industry and the initial
ideas that needed to be further evaluated. In particular, through archival data analysis 1. I
have learned about main actors, events and debates in each industry, ii. observed how
actors tried to influence the courses of events and how they were enabled and/or
constrained, iii. identified four main issues (naming, law, similar ventures and contested
practices) that were most salient and common to both industries, iv. collected all the
published discussions around those four topics and v. had initial insights about how and
why the events and discussions played out as they did. Archival data analysis also directed
my interview process in both guiding theoretical sampling and preparing interview

questions.

2.4.2. Interview Data Analysis

I conducted interviews to learn about my informants’ perceptions, concerns and
thoughts about four main topics that I identified through archival data analysis. In these
interviews, I inquired about missing details and contradictory accounts in archival data. If
realized an informant’s account is different than her previous accounts captured in archival
data, I would focus on how she would reconcile her accounts. I also used the interviews to
test and refine the initial findings from archival data.

The goal of the analysis of the interview data was to find out the ways in which my
informants discussed and interpreted the four issues. I organized verbatim transcriptions of

the interviews by issue in a spreadsheet. A column includes an informant’s accounts on all
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topics, and a row includes all informants’ account on a specific topic. I find this kind of
organizing helpful as it allowed me to navigate easily among accounts and topics.

First, I read these verbatim accounts in detail. I tried to map the structure of an
account by noting all the arguments used and how they were related. For example I would
note which arguments were put forward for a specific preference for the industry name. I
would note which concerns were salient for a specific account. I would identify on which
grounds the contested practices were criticized or defended and try to figure out their
relations to larger concerns.

As I went back and forth between informants’ accounts of the same events within
industry and similar events across the two industries, I tried to create more abstract
accounts of original verbatim quotes. For example, Islamic bankers’ and certified organic
farmers’ defenses of contested practices involved arguments on how they were constrained
by legal structure. Legal structure came up again on Islamic bankers’ and certified organic
farmers’ accounts about similar ventures but this time not as a constraining factor but as a
feature that separated them from unregulated alternatives. Transition from original
accounts to more abstract descriptions was not linear but iterative. I needed to modify and
adjust my initial interpretations of data in response to new interview and/or archival data to
account for and encompass the new evidence. Thus all the findings presented in the next
chapters are based on the text rather than being deduced from prior theory. An example of
an interpretation of original verbatim accounts regarding the use of Islamic references is

provided in Appendix 4. Figure 2.5 summarizes data collection and analysis process.
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Figure 2.5

Summary of data collection and analysis process

v v

Archival &
Observation Data
Newspaper articles
Bank and NGO Docs
PoRA Reports

\ 4

Output
Case Histories
Informants
4 Common Themes
Initial Insights

v

v

A

\4

Interview Data

27 interviews 38
hours

Output

Main Findings

>
v

Archival & Observation
Data Analysis
Read complete data
Created subsets

Preparation

Created Summaries
Identified Themes

Probing 4 themes

Follow ups

Interview Process

Interview Data
Analysis

Verbatim quotes

I present my findings in the following three chapters. In Chapter 3, I explain the
distinct actors and roles in Islamic banking and organic agriculture. In Chapters 4 and 5, I
provide the accounts of the interactions and communications among different actors first in

relation to legal codification of Islamic banking and organic agriculture and then in relation

to contested practices.
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ACTORS AND ROLES

I identify and named five main types of actors that play similar roles in Islamic
banking and organic agriculture: state, certified producers, non-certified producers, moral
certifiers, and idealists. These actors were directly or indirectly involved in main debates
and were influential in the trajectory of these industries.

State includes references to government, the government officials and bodies such as
ministries, bureaucrats, undersecretaries, state-owned enterprises and the military. Certified
producers refer to both Islamic banks and the small and large farmers and businesses that
produce certified organic products. ‘Certified” here refers to formal status of these actors’
products and services; they are registered and regulated by the state and certified by
authorized bodies as conforming to related laws and regulations. Non-certified producers
refer to ventures that can be perceived as associated with and comparable to organic
agriculture or Islamic banking but outside the formal organic or banking law. What I label
as moral certifiers refer to people, groups of people, or NGOs who work closely with
certified producers, sometimes within the same organizational boundaries (but outside of
the state apparatus), and exercise an informal regulation and control on the certified
producers and the industry. I use the term idealists for people, groups of people, or NGOs
that have a mission of presenting morally informed alternatives to dominant conventional
banking and conventional agriculture. Idealists differ from certified producers and moral
certifiers in some crucial aspects of that mission that I will explain below in detail.

Moral certifiers and the idealists in Islamic banking are publicly known sharia
scholars with similar educational and professional backgrounds. Almost all of them are

graduates of Theology and a few hold economic degrees too. They usually work at
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universities, and some of the them worked previously as imam or mufti. Moral certifiers and
the idealists in organic agriculture have more divergent educational and professional
backgrounds. Some left corporate careers and moved to villages to practice farming, while
others define themselves as ‘farmers’ by stating that their fathers and grand grand fathers
were also farmers. They usually call themselves ‘activists’ and are involved in some kind of
agricultural production, either farming or gardening.

Some actors simultaneously occupy a few of the five roles. There are some idealists
who are at the same time certified or non-certified producers in organic agriculture. Some
idealists previously played moral certifier roles. There are moral certifiers in Islamic
banking whose views are very close to idealists’ views. Nevertheless, for the reasons I
explain below, it is possible to think these roles as distinct in both industries.

The salience of these roles in archival data change over time. Some non-certified
producers in Islamic banking and organic agriculture did not exist in the early stages of
these industries. Idealists in organic agriculture become more salient in the later stages of
the industry.

I do not include conventional banking and conventional agriculture as one of the
actors/roles that shaped Islamic banking and organic agriculture respectively. Even though
there are frequent references to conventional banking and conventional agriculture in
archival data, they are almost exclusively the subject of accounts presented by industry
insiders. Accounts of people who are associated with conventional banking or conventional
agriculture are nearly absent in archival data. Interview data supports the conventional
counterparts’ disinterest in these industries.

In the following pages, I explain the five types of actors and the roles they played
throughout the history of the focal industry. My aim in this chapter is to establish the
distinctness of each role played by different sets of actors. I provide detailed accounts of
conversations among these actors regarding legal definitions and contested practices such
as murabaha and late payment fines in Islamic banking, and hybrid seed, mono-culture

production and greenhouses in organic agriculture in the next two chapters.
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3.1. State

State is one of the main actors in industry creation and development. New markets
and industries are generally assumed to benefit from receiving state authorization. From
neoinstitutionalists’ perspective the benefit stems from state’s role as rationalizing and
selecting appropriate organizational forms (Schneiberg and Bartley, 2001). State regulation
and accompanying legal formalization validates the industry as a rational and appropriate
venture.

At least some actors within the Turkish state were eager to recognize and ratify
Islamic banking and organic agriculture due to the anticipated economic benefits. The first
legal codes regarding these industries, which came into effect in 1983 and in 1994
respectively, started public debates about the appropriateness of these industries and their
place in economy and society. This debate was much more heated in the case of Islamic
banking than in organic agriculture. Data suggests that political contestations and larger
ideological forces were more influential in state regulation of Islamic banking than in
organic agriculture. In Islamic banking case, legal establishment of the industry in 1983 did
not grant an initial acceptance; the contestation over the place of Islamic banking in a
secular system persisted until early 2000s.

Below I show that Islamic bankers interpreted state’s specific legal attempts as a
direct threat to the very existence of the form until early 2000s, when the government was
transferred to the Islamist Justice and Development Party (AKP). Supporters of organic
agriculture do not report such ideological battles though there are some accounts of conflict
starting in 2013 as the government started to associate them with the opposition. These
cases are consistent with literature on the Turkish state acting not as a unified and impartial
authority but as being a fragmented and politically motivated collection of actors (Ozel,

2014; Ozen and Akkemik, 2012).
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3.1.1. Islamic Banking and the State

When my respondents refer to the state they usually mean the government, the
government officials and bodies such as ministries, bureaucrats, undersecretaries, state-
owned enterprises and the military. They use ‘soldiers’ or ‘army’ to refer specifically to
military officials. In newspaper data, I interpreted references such as ‘certain segments of
the bureaucracy’, ‘state authority’, ’political authority’, or ‘lawmaker’ as referring to the
state.

Regulation process of Islamic banking is the main arena where the state and Islamic
banks interact. The defining characteristic of this interaction is the discussions around the
perceived incompatibility between secularism and Islamic banking. Secularism critique is
usually carried out through state’s perceived partiality for or hostility to Islamic banking.
Common theme in these criticisms is references to Islamic banks’ legal base and their
origins and political and sectarian connections. The secularist oppositions around the
origins and the political and sectarian connections of Islamic banks are usually articulated
by journalists and politicians. Secularist opposition on legal grounds are more prominent in
the state officials’ and politicians’ accounts. Islamic bankers participate in these debates by

refuting these claims on the basis that they are regulated and transparent establishments.

3.1.1.1. Debates around the origins and the political and sectarian connections

Islamic banking in Turkey was legalized with a government decree by a six-day old
government that was formed after a three-year military rule. Legality based on a
government decree was itself problematized in some newspaper articles by people who
interpreted government’s Islamic banking initiative as a proof for its lack of adherence to
the secularism principle of Turkish Republic. One of my respondents explained this by
referring to Turgut Ozal, then the head of government, himself never being completely

welcomed by secular segments because of his conservative outlook.
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The fact that the first three Islamic banks established in Turkey were subsidiaries of
established Islamic banks from Bahrain, Saudi Arabia and Kuwait and that their local
founders were prominent political and religious leaders linked to Islamic sects added to this
secular criticism. For example an influential local founder of Albaraka Tiirk was Eymen
Topbas, the brother of Naksibendi sheik Musa Topbas (Yavuz, 2003). Salih Ozcan, one of
the founders and the vice president of the board of directors of Faisal Finans, was a
prominent leader of Nur movement. Ihlas Finans was founded by Enver Oren who was the
leader of Isik movement. Asya Finans was founded by businessmen who were linked to
Giilen movement. Moreover, at various times, former politicians from conservative parties
served as founders and managers of Islamic banks such as Ali Coskun (ihlas Finans),
Gilindiiz Sevilgen (Faisal Finans) and Kemal Unakitan (Albaraka Tiirk) among the most
known.

Related to origin and the political and sectarian connections, the debates around
Albaraka Tiirk provides a revealing example. Korkut Ozal, brother of prime minister Turgut
Ozal, and follower of Naksibendi sect denies any privileges Albaraka Tiirk is claimed to
have due to its Arab origin and its relations with him. In an article in Milliyet on Feburary

17th, 1987, Korkut Ozal states that:

“Ozel Finans kurumlar: gibi énemli bir yeni finans sistemi kararnamesinin iki
giin i¢inde olusturulup yayinlandigr gibi bir iddia ise fevkalade gayri ciddi ve
giiliing olur. Biledigim kadariyla bu ¢alismalar Sayin Ulusu'nun bagbakanlig
sirasinda ele alinmis ve gerek Hazine gerekse Merkez Bankast tarafindan bu
mevzuat tizerinde yillarca ¢alisiimistir. Sadece Suudi sermayesiyle degil, biitiin
dis ve i¢ sermayeye agik olan bu miiessesenin sirf bizim hatirimiz igin, Suudi
sermayesine tamnmis bir ayricalik olarak gésterilmeye kalkisilmasi, bir ciimle
ile ne gerceklerle, ne ciddiyetle ve ne de akliselim ile bagdasmaz.” (Ozal, 1987)

“Allegations that a new finance system decree of such importance as Special
Finance Houses could have been formed and executed in two days, are
remarkably frivolous and ridiculous at best. As far as I know, work on this
started in Mr. Ulusus prime ministry and both the Treasury and the Central
Bank have worked on the statutes for years. Open not only to Saudi capital but
also to all domestic and foreign capital, claiming that this is a privilege handed
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over to Saudi capital just for our sake does not abide by the truth, seriousness
or reason.” (Ozal, 1987)

On the same vein, Yal¢in Oner, the general manager of Albaraka Tiirk, in an article in

Zaman on June 2nd, 1989 highlights the prejudices stemming from the bank’s origin:

"Biz yatirim yapmaktan bir nevi ¢ekiniyoruz. Basin bizi dogru sekilde lanse
etmiyor. Uzerimizde baski var. Al Baraka degil de, Al Amerika olsaydik bu bask
olmazdi.” (Oner, 1989)

"In a way we refrain from making investments. The press does not reflect us in
the right manner. If we were Al America and not Al Baraka, there would be no
such pressure.” (Oner, 1989)

3.1.1.2. Debates around secularism and Islamic banking

The defining characteristic of state - Islamic banking interaction, from these banks’
inception in 1983 to the early 2000s in Turkey is the ever-present tension between secular
ideology and Islam. Secularism is one of the pillars of the Republic of Turkey in her
foundation in 1923 following the dissolution of Ottoman Empire. Through secularization
process, several institutional changes were introduced that marked a profound break from
the previous social and political order such as abolition of caliphate and Islamic law courts,
dismantlement of Islamic institution of education, adoption of secular civil code, and
declaration of secularism as a constitutional principal in 1937 (Bugra and Savaskan, 2014;
Gole, 1997). The aim was to retrieve the religion from public arena to individual domain so
that it would not be used as a political instrument. To this end, state was heavily involved in
overseeing religious education and practice but was limited in transforming a religion-
centered system of public morality to a non-religious system of values, paving the way for
an enduring conflict about the idea of secularism and the place of Islam in Turkish society.

(For a detailed discussion see Bugra and Savaskan, 2014).
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Secularist criticism of Islamic banking for the first half of its existence is best
understood within the historical context. As it is explained in Chapter 2, Islamic banking
started in a period that marked Turkey’s integration into global market economy that was
accompanied by military intervention in 1980. This period is also characterized by the rise
of Political Islam that refers to an understanding of Islam different from pre-1980°s in its
explicit assertion that Islam informs not only private moral life but also political, social and
economic aspects of public life (Bugra and Savagkan, 2014). Secular segments of the public
and of state bureaucracy saw Islamic banking as part of political islam’s aspiration to
redesign socioeconomic institutions in order to conform to Islamic principles.

According to Islamic bankers, these concerns were visible in state’s treatment of
Islamic banks as ‘stepchildren’ through its rules and regulations. Newspaper accounts of
second half of 1980s and through 1990s are abundant with Islamic Banks’ managers’
statements about what they refer as ‘hostile attitudes’ of the state bodies like Central Bank
of the Republic of Turkey, Undersecretariat of Treasury and state-owned economic
enterprises towards these banks. These statements almost always refer to some legal
regulation or legal constraint understood to be intentionally limiting the Islamic banks and
usually compared with the regulations for conventional banks.

One feature of these kinds of statements of Islamic bankers is that both the same and
different legal treatment of state in relation to inventional banks could be criticized as
disfavoring Islamic banks. For example, when there is a same rule or regulation applied to
both Islamic banks and conventional banks, Islamic bankers claim that they operate on a
different mechanism from conventional banks and criticize the state as not acknowledging
or taking these differences into account. However when a different rules or ratios applied
for Islamic banks and conventional banks, then Islamic bankers usually refer to unfair
consequences of that treatment for these banks or their customers.

Some examples of the legal rules and regulations that were described as hostile by
Islamic bankers were: the limitations on opening branches (Islamic banks could open
maximum 10 branches per year upon permission whereas there were no limits for opening

new branches for conventional banks and they could open first 10 branches each year
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without permission), the problem with the status of Islamic banks’ letters of guarantee
(Islamic banks’ letters of guarantee were not accepted by state-owned economic
enterprises), tax regulation (that decreased the ratio of retention tax from 10% to 5% for
conventional banks’ deposit accounts whereas kept it at 10% for Islamic bank’s loss and
profit accounts), and the increase in the reserve requirement ratios (it was increased from
1% to 8%, the same level to the ratio applied to conventional banks).

A joint statement by all the four existing SFHs published on June 10th, 1994 in
Zaman, regarding the reserve requirement ratios is an example for criticism of the same

regulation being applied to both Islamic banks and conventional banks:

"Kurulus amag ve felsefeleri, ¢calisma tarzlari, tasarruf sahibinden fon
toplama usulleri miinhasiran kar/zarara katilim esasina dayanan ve bu yoniiyle
bor¢/faiz esasinda diizenlenen klasik banka mevduat hesabindan tamamen
farkli olan kar/zarara katilim hesabiyla, banka mevduatlarini aym kategoride
degerlendirmek bilimsel ve mantiki hi¢ bir yani olmayan hatali bir yaklasimdur.
Tasarrufunun bir béliimiinii bankaya diger boliimiinii OFK 'na yatiran bir kimse
bankadan vadesinde anapara ve faiz olarak ne alacagini énceden kesin
rakamiyla bilmekte; OFK'ndan ise, vade tarihi itibariyle kar elde edilmis olura,
islem tarihinde miktari belli olmayan bu karin sadece yiizde kac¢imi alacagini,
ve hatta zarar halinde, dogacak zarar nedeniyle ana parasinin azalacagin
bilmektedir. Boylece, tamamen farkly iki ayri islemi mukayese etmeden ayni
diizenlemeye tabi tutmanin savunulabilir bir agiklamasi miimkiin degildir. Kart
ve zarart tamamiyle yatirimcilara ait olan bir hesaba blokaj ayrilmasinin,
bankalarla rekabet ediliyor mesnetsiz endisesi disinda, hakli hi¢ bir agiklamast
yoktur ve yapilamamaktadwr. Nitekim, Sermaye Piyasasi Kanunu uyarinca
sadece bankalar tarafindan kurulabilen ‘yatirim fonlari’icin, sabit bir faiz vaya
gelir taahhiit edilmediginden, hi¢ bir sekilde munzam karsiligt ve blokaj
yapilmamaktadir.” (Ozel Finans Kurumlar: Ortak Agiklama, 1994)

"With their establishment purpose and philosophy, working style, ways of
collecting funds from account owners based exclusively on participation in
profit/loss and in this respect are completely different from standard banking
accounts regulated based on debt/interest; there is no scientific or reasonable
side to assessing banking accounts and these participation accounts within the
same category and it is a faulty approach. A person who deposits part of his
savings to a bank and the rest to a Special Finance House will know in exact
numbers how much his capital and interest will be at the end of maturity at a
bank; whereas in SFH, he will only know the percentage of the profit, if such a
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profit is made at the end of the term, which is not predetermined at the time of
the transaction and that if there is loss at the end of the term, his capital will
also decrease. Consequently, there is no defensible argument to subject two
completely different transactions to the same regulation without comparing
them. Attempting a blockage onto an account, which the investor holds
complete profit and loss liability, has no rightful explanation — except for an
unfounded concern that they are competing with banks — and an explanation
cannot be done. There is no prospect of required reserve and blockage for’
‘investment funds’ that can only be set up by banks as per the Capital Market
Law, because there is no assurance of a fixed interest of income.” (Special
Finance Houses Press Release, 1994)

The general manager of Anadolu Finans Unal Arslan's criticism of the different ratios
of retention tax for the deposit accounts and loss and profit accounts is an example for
criticism of the different regulation applied to Islamic banks and conventional banks. In an

article in Milliyet on February 18th, 1994, Arslan states that:

"Yiizbinlerce tasarruf sahibinin elde ettigi gelirden yiizde 5 daha fazla gelir
vergisi kesintisinin yapilmasinin nedeni nedir? Bu karar ¢ok fazla segenegi
olmayan katilma fonu sahiplerini magdur etmektedir. Toplam mevduat
icerisinde stopajin yiizde 5'e c¢ekilmesiyle devlet biiyiik fedakarlikta
bulunmugstur. Ama bu fedakarlik bankacilik kesimi i¢in yapilmistir. Yiizde 4 paya
sahip finans kurumlarina da ayni uygulama getirilmelidir.” (Arslan, 1994)

"What is the basis for an extra 5 percent income tax cut than the income of
hundreds and thousands of savings owners? This decision is a mistreatment of
participation fund owners who do not have much of an alternative. The state
has made a big sacrifice in decreasing withholding tax to 5 percent within total
savings. However this sacrifice was made for the banking sector. The same
should be done for finance houses that hold a 4 percent share."(Arslan, 1994)

The military elite is usually perceived as the fierce defender of secularism in Turkey
as the protector of the Republic and its founding principles. That’s why it is curious that
government decree that paved the way to establish Islamic banking is announced just six
days after the transition from three-year military rule to civil parliamentary that was
suppressive of extremist Islamic and leftist ideologies. There is no way for me to know

military elites’ view on Islamic banking at the time it was established. However, Salih
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Ozcan who was one of the founders of Faisal Finans, the second Islamic bank established in
Turkey, explains arranging a meeting between Saudi Prince Faisal and six high ranking
military officials in early 1980s. In an interview on September 19, 2004 on Zaman, Ozcan

states that:

“Faysal, askerlere ‘Buraya para kazanmaya degil hizmet yapmaya geldim.
Burasi annemin (Kral Faysaln esi Ulfet Hamim Adapazariliydi) memleketi.’
dedi. Onlar da kurulmasina onay vererek Bagbakan Biilend Ulusu’ya telefon

acti. Ulusu, bize ‘Yakinda Ozal iktidara gelecek, bu imzayi o atarsa daha iyi
olur.’dedi.” (Ozcan, 2004)

“Faysal said to the soldiers; ‘I came here not to make money but be of
service. This is my mother’s country (King Faysals wife Mrs. Ulfet was from
Adapazari).’ They in turn granted approval to set up and called Prime Minister
Biilent Ulusu. Ulusu told us, “Soon Ozal will hold office, it would be better if he
signed this.” (Ozcan, 2004)

This statement clearly suggests Islamic banking was established by the approval of
military elites. My respondents could not provide information on this, however, they
highlighted the urgency of attracting capital of the time and speculated that nobody, even
the military elite, had the option to resist any venture that would bring in capital.

In interviews, all respondents agreed on the state’s hostile attitude towards Islamic
Banking in its early years. According to these accounts, state understood Islamic banking as
associated with Political Islam. Specifically, military elites considered Islamic banks to be a
financial vehicle for a fundamentalist agenda that is against the Western and secular
character of the Republic. Exclusion of riba/interest in Islamic Banks’ accounts is
considered, by the state, to be essentially political.

Accounts of the draft banking law of 1999 process that resulted in Islamic banking to
be included in banking law in 1999 is the basis of these interpretations. All respondents
linked the process of Banking Law of 1999 to the military memorandum in 28 February
1997. The memorandum reflected military elites’ criticism about what they refer as pro-
sharia activities and suggested secular measures such as transferring the control of private

religious schools to the state, abolishing sectarian groups, and controlling the ‘green
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money’ that was associated with political Islam. Islamic banks were lumped in ‘green
money’ along with Islamic holdings that I will explain in Section 3.3. below. Osman Akyiiz
in an interview in the magazine Aksiyon, refers to that period as one of the most difficult

periods for SFHs. He explains:

“Biiyiik zorluklar yasadik. Kamu otoritesindeki muhataplarimiza ulasip
sorunlarimizi aktaramiyorduk. Zamanin ekonomi bakant Giines Taner’e ulasip
kendisinden yardim istedik. Bize cevabi, ‘Gidin derdinizi askerlere anlatin. Ben
sizin i¢in bir sey yapamam.’ olmugstu.” (Akytiz, 2011)

“We have been through great hardships. We could not reach addressees
within the public authority and convey our problems. We reached the then
Minister of Economy Giines Taner and asked for help. His response was: ‘Go
and tell your problems to the military. I cannot do anything for you.’ ” (Akyiiz,
2011)

According to one respondent, Islamic bankers indeed met with military elites in the
course of draft Banking Law of 1999 to explain themselves. My respondent talked about
arranging and attending a meeting between Islamic bankers and military officials in the
events of draft Banking Law of 1999. This interaction with military officials presents
second example of military involvement in Islamic banking. Similar to seeking military
elites’ approval in the down of the establishment of Islamic banking in Turkey that Ozcan
explains above, Islamic bankers sought the approval of military elites’, this time, to survive.

These accounts referring to the military and Islamic banking during the second half of
1990s suggest the tendency of the military elite to view Islamic banking as part of a larger
agenda of Political Islam. However, the fact that the military could be convinced on the
establishment and later on survival of Islamic banking also suggests that the military elite
did not see these banks as a real threat to secularism, given that they seemed to have the
power to intervene.

All of my informants agreed that the discussions around secularism and Islamic
banking lost its heat starting from early 2000s. They also agreed that these banks enjoyed
much easier and closer relations with the state after Justice and Development Party (AKP)

came to power at the end of 2002. Newspaper data supports both claims.
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Some respondents attributed the state’s more ‘objective’ treatment of Islamic banking
to political and economic stability that came with a single majority government. Yet others
pointed to the decreased influence and involvement of military in civil politics. Another
reason may be that Islamic banking was included in the Banking Law in 1999 and
integrated into the banking system completely in 2005. So the arguments around Islamic
banks being favored or disfavored through their legal regulation were not valid anymore as

Islamic banks and conventional banks are being subjected to the same Banking Law.

3.1.2. Organic Agriculture and the State

Turkey follows the European Union’s rules and regulations as the basis of her legal
framework for organic agriculture from the very beginning. Changes in regulations and law
in organic agriculture in Turkey were almost always to adapt to the changes in European
Union’s regulations. These changes were usually related to elaboration of production
method and establishing institutional structure such as specifying permitted agricultural
inputs and detailing control and certification processes and the organization of the Ministry
of Agriculture.

Unlike Islamic banking, there are no widespread debates captured in archival data
over specific legal framework of organic agriculture. The discussions of legal regulations in
my informants’ accounts are usually related to wider laws and regulations that are
perceived to be related to agriculture in general. Laws regulating seedlings, soil
conservation and land use, trading of agricultural products, regulations on open markets and
bio-safety are the examples that figure in the discussions of state regulation in agriculture.
However the salience of these discussions differ in the accounts of different sets of actors.
As I will explain below in Section 3.5. legal criticism usually figures most prominently in
the accounts of people I refer to as idealists.

The main claim in these accounts is that state and state regulations are being used as a

tool by capitalist corporations to further their interests. This interpretation of regulation in
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organic agriculture parallels the arguments of capture theories of regulation that posit the
capitalist interests as driving force of regulation (Schneiberg and Bartley, 2001).

State - organic agriculture interaction is much less politicized compared to state -
Islamic banking interaction at least at the level of central government. However a few
respondents pointed out disrupted relations with local municipalities and with the Ministry
of Food Agriculture and Livestock after Gezi Park protests. Gezi protests were triggered by
an urban development project in Istanbul over demolition of Gezi park and spread
throughout the country over the course of two month from the end of May 2013 to the end
of July 2013. Gezi protests’ presence in my account of state-organic agriculture relations is
due to the amendment in the regulation of open markets on July 13th, 2013 that restricted
local municipalities to form joint projects with NGOs on the opening and management of
open markets including organic farmers’ markets. Previously NGOs were opening and
managing organic farmers’ markets through joint projects with local municipalities. The
new amendment stated that local municipalities will be responsible for the opening and
management of these markets and cannot transfer their authority to third parties. They
should, however, make protocols with NGOs if they want some services regarding the
management of open markets to be carried out by the NGOs. What this amendment meant
for the existing organic farmers’ markets is that now NGOs needed to pay rents for the area
that the open market is located including occupancy fees for previous years’ usage. This
requirement resulted in the closing down of two organic farmers’ markets in Istanbul.
According to my respondent, this amendment in the regulation of open markets was one of
central government’s ‘intimidation methods’ of those supportive of Gezi protests.

While it is not possible to establish a clear relationship between Gezi protests and the
change in the aforementioned legislation, it is still possible to make observations about the
government’s reactions to Gezi supporters to have a sense of the reference to government’s
‘intimidation methods’. One of the notable example to this end is the legislation change on
July 10th, 2013 that ended the right of the Chamber of Turkish Engineers and Architects
(Tirk Miihendis ve Mimar Odalari, TMMO) who was opposing the demolition of Gezi

park, to approve construction projects. Another example is a legal investigation against
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Istanbul Medical Chamber that started on June 13th, 2013 regarding some doctors’
involvement in Gezi protests to provide first aid services. The investigation questioned
doctors’ unauthorized medical services during the protests. Later, with Law No. 6514,
passed on January 2nd, 2014, an article that restricts doctors’ first aid emergency
administration without government authorization was added to Law n. 3359. The fact that
these legislative changes were carried out while Gezi demonstrations were still the main
topic of the country seems remarkable and conforms to Bugra and Savaskan’s (2014)
arguments about the current government’s use of legislation as a tool to reshape the interest
representation structure.

One of the respondent’s account about his experience on the ‘local seed’ campaign
against hybrid seeds and GMOs is revealing about the influence of political factors in
organic agriculture. He explained how a local government, run by an opposition political
party, with whom he tried to organize a ‘local seed’ campaign wanted to transmute it into a
‘national seed’ campaign with complete Atatiirk posters, the Turkish flags and a political
criticism of AKP. So it is not only the central government’s but also the local governments’
approach to organic agriculture could be politically informed. Newspaper data is supportive
of this account: the regional news about the organic agriculture includes the statements of
local government authorities usually on how these initiatives are supportive of economic
and social development of the region and the small farmers with a note to a detrimental or
supportive agricultural polices of the central government depending on whether they are
representing opposition or incumbent political party respectively.

All in all, in the accounts of my respondents, the state, the central government and to
a lesser extent the local governments have a prominent place in the trajectory of both
Islamic banking and to a lesser extent in organic agriculture. However, this influence is not
always perceived to be positive and supportive by the industry incumbents. Islamic bankers
and organic producers described the state as hostile at certain episodes as in the case of
attempting to shut down Islamic banks and to restrict the NGOs to establish organic
farmers’ markets. These accounts provide evidence on how state authorities’ understandings

and treatments of these industries are influenced by the sociopolitical context and how new
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industries could be or become a part of a political project. It also shows the fragmented
nature of the state in its approach to Islamic banking and organic agriculture. The military,
local government and central government do not represent a unified set of actors in their

understanding and treatment of Islamic banking and organic agriculture.

3.2. Certified Producers

I refer to managers and owners of Islamic banks and the small and large producers
and businesses who produce certified organic products as certified producers. ‘Certified’
here refers to formal status of these actors’ products and services; they are registered and
regulated by the state and certified by state-authorized bodies as conforming to related laws
and regulations.

The structure of certified producers is strikingly different in Islamic banking and
organic agriculture. There are currently five Islamic banks operating in Turkey with a
formal professional association that provides them a space for a regular interaction. There
are thousands of farmers involved in organic agriculture production nationwide positing a
coordination problem for organic producers compared to Islamic bankers.

Certified producers in both industries are divided on their understanding of the focal
industry. In Islamic banking, the division comes down to different views on proper and
distinct legal definition of Islamic banking. Understanding of law as a marker that separates
Islamic banking from conventional banking irrespective of its benefits or drawbacks versus
understanding of law as a tool for symbolic and material gains was the main axis of the
division among Islamic bankers.

The division about the understanding of organic agriculture among certified
producers stems from atomistic versus holistic approach to organic farming. Understanding
of organic agriculture as defined in the formal law -a farming method prohibiting harmful

inputs for the benefit of human and environmental health-, reflects the atomistic approach.
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Understanding of organic agriculture as not only a production method but as a part of
ecological living challenging the industrialized production and consumption systems
represents holistic approach.

Certified producers are similar in their depiction of their industry. Islamic bankers
almost always elaborate Islamic banking in terms of its economic and societal benefits due
to exclusion of interest. Organic agriculture producers refer to environmental and health
benefits due to exclusion of chemicals.

In the following pages, I present more detail and evidence regarding certified
producers’ accounts of their industries first for Islamic banking and then for organic

agriculture.

3.2.1. Islamic Bankers and Islamic Banks

As I explained in Chapter 2, 7 different Islamic banks were established in Turkey
since 1985. There have been a maximum 6 Islamic banks operating at the same time
between 1996 and 2001, 5 between 2001 and 2005, 4 from 2005 until May 2015. The first
state owned Islamic bank was established in May 2015 making 5 Islamic banks in total
operating in Turkey as of December 2015. All Islamic banks’ headquarters are based in
Istanbul. The five existing SFHs established a voluntary union on December 25th, 1995
that was not very active in producing and disseminating public information, so I do not
have archival data related to/from that establishment. With the amendment of banking law
n. 4389 on May 29th, 2001 the Association of Special Finance Houses was established as a
public legal entity and it started its operation on October 4th, 2001. All the Islamic banks
are required to be a member of the association and the association is the main channel
through which the industry rights and interests are represented.

With a limited number of players and a formal association gathering members under a
roof, Islamic bankers are in close communication. Archival and interview data provide

evidence that the managers of Islamic banks were interacting regularly. Data also suggests
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that Islamic bankers do not represent a homogenous group but differ in their understandings

about the proper and distinct legal definition of Islamic banking.

3.2.1.1. Different views among Islamic bankers

Islamic banker differ in their views regarding formal definition and regulation of
Islamic banking as captured in debates over the inclusion within the Banking Law in 1999;
definition as a ‘Bank’ in Banking Law in 2005; and the product and services of Islamic
banks. The differences come down to the Islamic bankers’ different understandings about
the proper and distinct legal definition of Islamic banking. Islamic bankers hold different
views regarding the content, structure and the scope of the formal law in relation to legal
definition of Islamic banking. Specifically, Islamic bankers differed in their views on: How
should Islamic banking be defined in legal terms: as a bank or as a financial institution? ;
How should legal framework of Islamic banking devised: as part of a larger financial law
and regulations outside of banking law or within the banking law? ; and how should the
practice of Islamic banking be codified and which practices should be enforced legally:
should Islamic banks have deposit guarantee funds or not? To be sure, not only Islamic
bankers but also the state, moral certifiers and idealists are involved in the conversations
around these questions. I discuss the debates around specific legal regulations in detail in
the next chapter where I examine the legal creation and formation of both industries.

The question Osman Akyliz, then the general manager of Albaraka Tiirk, posed to
Prof. Sabahaddin Zaim, one of the prominent thought leaders of Islamic banking in Turkey

in 1998 reflects this division among Islamic bankers. Akyiiz asks:

“Hocam, bir de sunu 6grenmek istiyorum. Biz pratik ¢alismalarimizda séyle
bir ikilem igerisindeyiz. Kendi aramizda zaman zaman bunu miinakasa
ediyoruz. Bir kisim arkadaslarimiz diyor ki; Tiirkiye 'de ki 6zel finans kurumlar
mevzuati bu haliyle bizim ihtivacimiza cevap vermiyor. Istikbalde bu
kurumlarin korunabilmesi i¢in belli bir yer edinebilmesi i¢in bugiin mutlaka
bankacilik semsiyesi altina girmelidir. Bu miiesseseleri faizsiz bankacilik veya
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faizsiz banka sézciigii altinda  hiikmi  sahsiyet haline getirmemiz ldzim.
Dolayisiyla Tiirkiye deki yasal diizenlemede de bankalar kanunu biinyesinde
bunlart bir yere monte ettirmemiz lazim, diyorlar. Bir kisim arkadaglar da der
ki, Haywr bu tamamen klasik banka sisteminin disinda farklt bir finans
anlayisidir. Bunun ayri korunmasi, ayri gelistirilmesi, banka sozciigiiniin
terminolojiye sokulmamasi gerekir. Adina iste faizsiz finans kurumu ve benzeri
adlar altinda bugiinkii ismi ile hiikmi sahsiyetini muhafaza etmenin ¢ok daha
asli bir fonksiyon oldugunu iddia ediyorlar. Bu konuda ne dersiniz bize
hocam.” (Akyiiz, 2000: 175)

“Sir, there is something else I would like to know. We are in a predicament in
our practical studies. We sometimes debate this among ourselves. Some of our
colleagues say, the special finance houses regulation in Turkey does not answer
our needs with its present state. For these establishments to keep existing in the
future and gain a place, they must be taken under the umbrella of the banking
system as of today. We must give legal personalities to them under the name
interest-free banking or interest-free banks. Therefore we must have them
installed somewhere in the banking legislation within the legal regulations in
Turkey, they say. Others say, no, this is a totally different understanding outside
the standard banking system. It should be protected and developed apart from
banks, and the word bank should not be included into the terminology. They
claim that it is a much more essential function to maintain them under their
present legal personality with the name interest-free financial houses and such.
I would like to hear your opinion on this.” (Akyiiz, 2000: 175)

Data do not provide sufficient evidence to make suggestions regarding sources of
different views among Islamic bankers. However, it is plausible to think that differences in
affiliations, both country and Islamic sect, may play a role. Local founders of Islamic banks
in Turkey were prominent political and religious leaders linked to Islamic sects. Islamic
sects differ in their interpretation of Islam. The more stringent interpretation of Islam may
inform a more distinct understanding of Islamic banking that may reflect in debates around
legal definition of Islamic banking. Similarly, differences in the origin country of Islamic

banks may account for variance in Islamic bankers’ understandings of their work.
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3.2.1.2. Common views among Islamic bankers

Although there are different views among Islamic bankers regarding legal definition
and regulation of Islamic banking, they are generally in agreement on depicting their
industry in terms of its economic and societal benefits in their public statements. In that
sense, they have more pragmatic account of Islamic banking compared to moral certifiers
and idealists who elaborates Islamic banking in relation to Islamic law. This may be related
to being practitioners with banking and finance backgrounds as well as perceived
ideological/secular limitations. They acknowledge and refer to ideals regarding Islamic
banking and use them as normative aspirations. However they frequently refer to
difficulties of operating in a global system shaped by a debt financing instead of equity

financing as obstacles to reach those ideals.

3.2.1.2.1. Islamic banks as financial institutions that are good for entire economy

Islamic bankers define Islamic banks as ‘financial institutions’ when interacting with
state. They elaborated these banks in terms of their public/societal benefits by i. appealing
to domestic savings that stay out of the banking system because of ‘interest sensitivity’, ii.
attracting Gulf capital that looks for new investment areas that exclude interest, iii.
supporting economic development by financing small and medium sized enterprises, and iv.
being more resilient to financial crises. The first two arguments about appealing to
domestic and foreign capital are the justifications that the sate officials used for Islamic
banking during their establishment. The last two statements about local development
through financing real sector and the resilience arguments also appear in the state officials’
accounts about Islamic banking albeit starting with 2000s. Before then, these arguments
were exclusively used by Islamic banks and their supporters.

Islamic bankers usually state that Islamic banks are ‘complementary’ to conventional

banks, filling a gap in the sector by appealing to a different niche. According to this view,
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they are offering an ethical option for those who do not want to participate in the dominant
system based on their religious beliefs; as such they are supplementing the financial system.
This view is different than those that use ‘alternative’to refer to a view of Islamic banking
as creating a new social and economic order separate from hegemonic capitalist and
secularist system with an aspiration to substitute it one day. ‘Alternative’ account is usually

invoked by the people I refer to as idealists.

3.2.1.2.2. Islamic banks as financial institutions that embody universal values

The most salient characteristic of the ‘financial institutions’ accounts of Islamic
bankers is that they understate ‘Islamic’ and sometimes even ‘interest-free’ aspects of these
banks. Islamic bankers meticulously avoided Islamic references and the name ‘Islamic
banking’ from the very beginning. They use phrases like ‘ethical’, ‘ahlaki/moral’ or
‘compatible with tradition’ (tradition is vaguely referring to practices of Prophet) to refer to
their Islamic character, and even then, they add that these criteria should be guiding all
banks and business life anyway.

Even though Islamic bankers use ‘interest-free’ more freely, they also use phrases like
‘fixed income’, ‘risk-free income’ or ‘pre-determined profit’ to refer to interest. Moreover,
Islamic bankers usually highlight the existence of the prohibition of interest throughout the
history of mankind and the ethical as well as economic bases for this prohibition. The
historicity and the ethical and economic bases of the prohibition of interest, Islamic bankers
add, makes the ban on interest not exclusive to Muslims but instead a universal principle
for all.

The emphasis on Islamic banking embodies and is compatible with modern universal
values in these accounts also conveys implicitly or explicitly that ‘dilemma’ between Islam
and modern economy is false and that Islamic principles can be enlisted in modern

economic systems.
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3.2.1.2.3. Islamic banks as financial institutions following Islamic rules

Islamic bankers framed Islamic banks as ‘financial institutions following Islamic
rules’ when interacting with people I refer to as moral certifiers and idealists. There are
common references in Islamic bankers’ accounts while interacting with the state on the one
hand and the moral certifiers and idealists on the other hand. For example ‘appealing to
domestic savings’ would figure on both accounts. While interacting with state, appealing to
domestic savings would be tied to bringing much needed ‘money under the pillow’ into the
use of economy and promoting formal economy and development. While interacting with
moral certifiers and idealists, however, appealing to domestic savings would be tied to
social and economic inclusion of devout Muslims who stay out of financial system due to
interest-based banking and have to bear social and economic disadvantages. Appealing to
domestic savings is elaborated by its benefit to formal economy and development in the
first account, and by its role in fostering social equality and justice in the second account.

These banks’ dual roles and normative contexts are most salient in the conversations
between Islamic bankers and moral certifiers and idealists. Islamic bankers often refer to
social and economic factors as obstructs. In these expressions, depositors’ greedy nature or
borrowers’ unethical business practices constrain these banks. However, the customers are
also frequently referred as disadvantaged devout Muslims who avoid interest based on their
beliefs. This simultaneous and seemingly contradictory characterization of customers are
not expressed as incompatible though. Usually these arguments are linked to the need for
these banks to be financially competitive to appeal to customers and as a justification for

the application of some controversial practices according to Islamic law.

3.2.2. Small and Large Organic Producers

Different than Islamic banking, thousands of producers, small and large, are engaged

in organic agriculture nationwide. According to Ministry of Food Agriculture and Livestock
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71,472 holdings, engaged in organic crop production, organically cultivated 842,216
hectares of land and harvested 1,642,235 tons of 208 different agricultural crops in 2014.
Organic farming lacks a formal professional association for the whole industry. Instead
there are local and national associations related to organic farming with varying degrees of
focus on small farmers or larger industrialists. This producer structure of organic farming
cautions me against the tendency to make generalizations about organic producers, since
large and small producers typically hold different views regarding central issues.

My interpretations about organic producers are based on the interviews with people
associated with organic agriculture, both producers and non-producers and archival data
produced by two associations, ‘Organic Product Producers and Industrialists
Association’ (ORGUDER) and ‘Bugday Association for Supporting Ecological Living’.
ORGUDER was founded by seven large organic product producers/traders in 2004,
currently having thirty-two members. Bugday initially formed as a health food store in
1991 transformed to a formal NGO in 2002 and is generally considered to be a small farmer
oriented NGO. It is important to note that Bugday is not a farmer-founded association but
works closely with small farmers through its organic farmers’ markets in different cities.
Data regarding large producers comes from ORGUDER. Data regarding small producers
comes from Bugday and the small farmers who were or are still related to Bugday.
Although ORGUDER and Bugday do not represent all the organic producers, they are the
most visible associations in media with links to organic producers in different cities.

The common theme in ORGUDER’s and Bugday’s accounts is that they both
highlight the production method of organic farming as different than conventional farming.
‘Chemical free’ aspect of organic production method and its implications for environmental
and human health are frequently communicated through their public accounts.

ORGUDER and Bugday differ in their interpretation of the scope and the aim of
organic agriculture. ORGUDER tends to understand and communicate organic farming as
defined in formal law: as a production method that excludes inputs with adverse
environmental and health effects such as chemical fertilizers, growth hormones, and

antibiotics. ‘Bugday Association for Supporting Ecological Living’ holds a more holistic
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approach to organic farming. The most visible manifestations of this difference between
these two associations is in their choice of the term that is also reflected in their names.
Bugday and small organic producers use ecological farming instead of organic farming on
the basis that the name ‘organic’ does not provide a complete definition for the industry as
they understand it. Theirs is not only about a farming method that excludes chemical inputs.
It is about ecological living, a holistic way of life that involves protection of the nature with
all the living things in it and ecological farming refers to the understanding of a production
and consumption system that is compatible with such a view of being. Thus, compared to
reductionist accounts of organic farming of the large organic producers as being chemical-
free, small farmers tend to understand ecological farming linked to the question of how to
live, produce and consume.

It is again important to note that these accounts are not suggested as being shared by
all the small farmers or all the large producers. On the contrary, my respondents from
Bugday stated that there are many small organic farmers in the field just to do business.
However the accounts where ecological farming is tied to ecological living often figure in
the accounts of small producers, but not large producers.

Below I provide the differences in terms of focus and the aim of large and small

organic producers.

3.2.2.1. Large organic producers

ORGUDER is highly interested and involved in commercial and legislative aspects of
organic farming. ORGUDER’s aim and activities are stated as “to contribute to the
development of the Organic Agriculture and Organic Product Industry in Turkey by
combining all the organic product industry sector under one roof”’; to develop “occupational
solidarity and cooperation” in the industry; “to work in collaboration with the relevant

public Institutes/Institutions in the preparation of regulations and guidelines”; “to create

sufficient demand for the growing production™; and “to develop export possibilities in the
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foreign markets” (ORGUDER, 2015). This does not mean large producers do not refer to
ecological and health benefits of organic farming, they do, but in a rather atomistic way. In
these accounts, ecological and health benefits are strongly linked to being chemical-free.
Organic production is harmless for environment because it does not use chemical inputs.
Organic consumption is kind of insurance policy to protect oneself from the possibility of
future health risks due to chemical residues in conventional food. Serif Ayhan Stimerli, the
most vocal large organic producer who is the president of ORGUDER and the owner of the

largest and oldest organic food company, City Farm, in Turkey states that:

“Organik gida bir sigorta poligesi. Istikbal'de kaybettiginiz saghgi geriye
getirmek adina harcayacaginiz paranin ¢ok daha azimi, daha saghkl yasamak
icin bugiin harciyorsunuz. Bir manada bir sigorta policesi satin aliyorsunuz.
Bir noktast bu. En azindan ben bu isin boyle olduguna inaniyorum. Niye
tiiketilmeli ¢iinkii her asamasi kontrol ediliyor, denetleniyor. Kimyasal ve
sentetik madde barindirmiyor.” (Siimerli, 2014)

“Organic food is an insurance policy. You spend a fraction of the money that
you would spend in the future to regain your lost health, today, to live a
healthier life. In a way you buy an insurance policy. This is one point. At least |
believe it to be so. Why should we consume them? Because every phase is
controlled and supervised. It does not harbor chemical or synthetic
material.” (Stimerli, 2014)

in an interview published in magazine called ‘Organik Tiirkiye’ on March 2014.

The conversations around seed (hybrid seed vs local seed, hegemony in seed
production), small farmers (organic farming as supporting small farmers against
agribusiness) and living in tune with nature do not figure much in their accounts and when
they do they differ strikingly from those articulated by small producers.

Local seed is interpreted as an utopia by larger organic producers, there is no
possibility that the local seed would fit in organic production process as it is not feasible to
produce large amounts of domestic and export goods due to yield inefficiency of local
seeds. In these accounts, the idea of local seed is referred as nostalgic and its place in food
production is articulated in a way corresponding to that nostalgia; to produce food in your

garden for your own consumption.
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Organic production is not linked to the survival of small farmers in these accounts as
it usually finds expression in small producers. On the contrary, fragmentation of farming
lands is seen as problematic in terms of production efficiency since small farms are used
mainly for subsistence farming. This makes these lands to be difficult to utilize for large
scale organic production. ORGUDER’s one of the activities in its web-page stated as
working for ‘stopping fragmentation of plantations by cooperatives’ (ORGUDER, 2015).

The view of organic farming as part of a way of life based on environmental
consciousness and less consumption is not present in these accounts. They acknowledge
Bugday and activists having a holistic view around organic farming but large producers
seem to put them in a different category. According to large organic farmers, organic
farming is just a production method and consuming organic products is a choice, a choice
those who can afford to make.

The most salient characteristics of the large organic producers’ accounts is that the
definition of organic farming closely corresponds to formal definition of the state. The
reference to Organic Farming Law n. 5262 is used frequently to highlight both the
chemical-free and the regulated nature of organic farming. They do not claim superiority in
taste or aroma as these are subjective criterions. I interpreted this objective and technical
description of organic farming in large organic producers’ accounts as compatible with their
commercial view of the industry. In these accounts, what makes an organic product distinct
is the formal certification based on the Law that proves no chemicals are used in the
production. So organic certification is regarded as the only tangible proof that gives
distinction to organic products; the superiority claims based on taste, aroma and to a certain
extent, environmental and health benefits are considered to be subjective, secondary and

distant.
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3.2.2.2. Small organic producers

As explained in the case history of organic agriculture in Turkey in Chapter 2,
certified organic agriculture started with the initiation of the European companies to
produce organic dried fruits for European markets in 1984 and it was in 1994 that the state
was involved in the sector with the first national regulation. Thus, organic farming in
Turkey lacks an initial set of farmer-activists that mobilized other producers and consumers
as in the case of North America and Europe.

Bugday, as ORGUDER, involves in commercial or legislative issues regarding
organic agriculture but it holds a more holistic approach to organic farming. Bugday and
the small farmers associated with Bugday have a much broader scope in their
understanding of organic agriculture compared to large organic producers. They do not talk
about only ‘chemical free’ aspect of organic agriculture. They are also concerned about the
seed, biodiversity and agribusiness and perceive these issues within the scope of organic
agriculture. In their accounts organic agriculture is not just for human and environmental
health, it is also supporting small farmers and connecting producers and consumers through
their common interest in a better alternative to conventional agriculture. I discuss these
debates in detail in Chapter 5 where I examine the moral fundamentals of the industry as

informed by rules and models in Nature.

3.3. Non-Certified Producers

Non-certified producers refer to ventures that may be perceived as comparable to
organic agriculture or Islamic banking but outside the formal organic or banking law. Some
of these ventures utilize similar and sometimes the same labels that connote association
with the claims of Islamic banking and organic agriculture. For example, multi-partnership

firms generally known as Islamic Holdings collect funds from their members based on a
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‘partnership’ and ‘profit and loss sharing’ contract. Any kind of product may be labeled as
‘natural’, ‘local’, or ‘traditional’ (NLT labels) in the case of organic agriculture.

Some of these ventures are possible due to loopholes in the law and regulations. For
example, any large or small producer/trader can refer to their products as ‘natural’, ‘local’,
or ‘traditional’ , irrespective of the production method. NLT claims are not need to be
substantiated since these labels are not formally codified. Islamic holdings were able to
collect funds from the public directly by selling ‘shares’ and avoid registration with the
Capital Markets Board due to a misspecification regarding the holding companies in
Turkish Commercial Code (Ozcan and Cokgezen, 2006).

As such, NLT labels and Islamic holdings are unregistered, unlicensed ventures that
are outside the regulation of formal authority, thus their contracts and/or claims are not
legally binding. NLT claims cannot be challenged legally as there is no legal definition for
these terms. Islamic holdings’ shares do not provide legally defined property rights such as
voting or right to sell shares. This ‘non-certified’ character of these producers creates the
questions of legal accountability, legal validity and transparency for these ventures.

Non-certified producers’ legal base is not the only source of their questionability. In
the case of Islamic Holdings, part of the story is their ideological stance and activities.
Islamic holdings were generally perceived as subversive entities aiming to throw out
secularist regime among the secularist social and political groups and the military elite.

To a lesser extent, Islamic holdings also created concerns within the conservative
circles. Archival data suggests some conservatives were hesitant about Islamic Holdings’
choice of methods such as raising money in mosques. These people were hesitant about the
true conformity of Islamic Holdings’ activities to Islamic principles.

Moreover, not all of the Islamic holdings have found to be genuine, some of them
existed only on paper and most of them bankrupted in early 2000s (Ozcan and Cokgezen,
2000).

In the case of organic agriculture, part of the confusion and questioning about NLT
labels stem from the existence of both counterfeit and genuine usages of the terms. All of

my respondents were cognizant of counterfeit and genuine producers who use NLT labels.
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Respondents also acknowledged that these labels created confusion and stated that
counterfeit NLT labels created unfair competition either for organic agriculture, or for
conventional products, or for genuine NLTs.

When the respondents referred to counterfeit NLT examples they usually talked about
the products that are sold in large supermarkets, small shops, open markets or even in the
fruit and vegetable stalls on the highways. These products regarded as counterfeit because
the NLT labels used without any substantiation, transparency and observability. When the
respondents referred to genuine NLTs, they would count a few producers with their names,
places and products. as examples. These producers were acknowledged as using similar
methods to organic agriculture but not preferring or affording formal certification.

Other than Islamic Holdings and NLT labels, non-certified producers include
consumer and producer cooperatives and informal mutual assistance organizations that are
organized to operate outside the formal agriculture and finance system. These ventures
utilize direct relationships among its members for the purpose of setting preferred terms of
conduct such as chemical-free food production as in the consumer and producer
cooperatives and interest-free financing as in the mutual assistance organizations. As such,
they also create an informal space for agriculture and finance outside of the dominant
formal system.

Consumer and producer cooperatives and informal mutual assistance organizations
are marginal in terms of scale and visibility compared to NLT labels and Islamic holdings.
Moreover, these ventures seem to escape the ‘sincerity questioning’ present around the NLT
labels and Islamic holdings and enjoy a more unquestioned existence. It is important to
highlight again that not all NLT labels and Islamic holdings are perceived as complete
frauds. There exist highly respectable and visible producers who use NLT labels and some
of my respondents believed in sincerity of some Islamic holdings. However both NLT
labels and Islamic holdings have counterfeit examples that create a tainted view of these
ventures.

There is also an agricultural production method called Good Agricultural Practices

(GAP) that could be referred as non-certified producers for organic farming. GAP is

121



basically conventional farming with formal state certification guaranteeing that
conventional agricultural inputs such as chemical fertilizers and pesticides were used in
accordance with their prescriptions.

The name Good Agricultural Practices suggests antithesis of stigmatized agricultural
practices such as use of chemicals and hormones that figure frequently in newspaper data.
Some examples of such newspaper articles are news regarding exported fruits and
vegetables that were sent back due to chemical residues and now marketed into domestic
consumption or health news that refers to cancer risk due to exposure to chemicals and
hormones. Although GAP is different from NLT labels in that it is a formally certified
practice, it is similar to those in the sense that it connotes a ‘better than conventional’
practice. Moreover, organic farming and GAP are organized under the same department, the
Department of Good Agricultural Practices and Organic Farming, within the Ministry of
Food Agriculture and Livestock in Turkey that may suggest similarities and create
confusion.

I examine how non-certified producers figure in the accounts of certified producers,
moral certifiers and idealists as related to definition of Islamic banking and organic

agriculture in the next chapter in Section 4.1.4.

3.4. Moral Certifiers

I refer to people, groups of people, or NGOs who work closely with certified
producers, sometimes within the same organizational boundaries (but outside of the state
apparatus), and exercise an informal regulation and control on the certified producers and
the industry. What I mean by informal regulation and control is that moral certifiers do not
have legally defined roles as control, regulation or certification bodies but nonetheless
perform very similar roles carried out by formal bodies. Additionally, moral certifiers also

endorse the industry as a moral enterprise through their active promotion of the industry as
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a proper and appropriate alternative to its conventional counterpart. Below I explain each

role, informal regulative role and moral certification role in detail.

3.4.1. Informal Regulative Role

Moral certifiers corresponds to Advisory Boards (commonly referred as Sharia Board
in other countries) and Sharia scholars within that board in the case of Islamic banking.
Advisory Boards have never been formally defined and enforced in Banking Law, however
each Islamic bank in Turkey has its own Advisory Board within its organizational
boundaries from the very beginning. Advisory Board is responsible for overseeing the
banks’ products and services in terms of their compliancy with Islamic law. Islamic banks
need to take the approval of the Advisory Board for every new product and services they
plan to introduce and they are bounded by the decision of the Advisory Board.

One revealing example of that boundedness is the case about government revenue-
indexed securities that Islamic banks have been investing since 2009 with the approval of
Hayrettin Karaman, a respectable sharia scholar who was in the Advisory Boards of three
Islamic banks at once. Karaman announced his account of these securities and why he
approved them in his website by publishing his assessment letter that he provided to Islamic
banks dated as November 4th, 2008 and can be found at http.//www.hayrettinkaraman.net/
s¢/00461.htm. Upon his approval, Islamic banks invested heavily to those securities that
Treasury started to issue on January 2009. On May 21st 2009, Osman Akyiiz, General

Secretary of TKBB stated in Zaman as:

“1,3 milyar lira civarinda GES ihract oldu. Bunun yiizde 90"'indan fazlasini
katilim bankalar1 alarak, bu kdgida 1,2 milyar lira yatirim yaptilar.” (Akyiiz,
2009)

“Revenue-indexed securities valuing around 1,3 million Turkish lira has been
issued. Participation banks acquired more than 90% of those securities
investing 1,2 million Turkish lira.” (Akyiiz, 2009)
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These securities were also celebrated as broadening the scope of these banks by
Yunus Nacar, General Manager of Tiirkiye Finans and TKBB in his statement on May 17th,
2009 in Zaman:

(Bugtine kadar katilim bankaciliginin iki ayaginin bulundugunu, bunlarin fon
toplamak ve fon kullandirmak oldugunu ifade eden Nacar,) "Krizle birlikte
elimizde ¢ok biiyiik bir fon toplandi. Bu nakiti, Hazine'nin, ocak ayinda
olusturdugu gelire endeksli senet aliminda kullandik. Gelire endeksli senetle
katilim bankaciligi, fon toplayan, fon kullandiran ve menkul kiymetleri
kullandirabilen hale geldi." (Nacar, 2009)

(Stating that participation banking had two legs up until today; gathering and
supplying funds, Nacar goes onto say,) “Due to the crisis, we gathered a lot of
funds. We used this cash in the acquisition of revenue-indexed securities that
the Treasury formed in January. Together with the revenue-indexed securities,
participation banking became a fund gatherer, fund supplier and securities
supplier.” (Nacar, 2009)

However, almost two years later on February 19th, 2012, Hayretin Karaman declared

that these securities involved interest. He wrote in his newspaper column in Yeni Safak:

“GES"ler ilk c¢ikarildiginda "endekslendikleri gelir kaynaklar:” helal
gelirlerin kaynaklari oldugunu ve devletin bu kaynaklardaki hakkini senet
mukabilinde satin alana devrettigini goz oniine alarak (boyle olmast
gerektigini, buna cevrilmesi lazim geldigini soyleyerek) miispet karsilamistik.
Bu gelir kaynaklar: sunlardi: T Petrolleri Anonim Ortakligi (TPAO), Devlet
Malzeme Ofisi (DMO), Devlet Hava Meydanlar: Isletmeleri (DHMI) ve Kiyi
Emniyeti Genel Miidiirliigii"nden (KIYEM). Bunlardan biit¢eye aktarilan
hasilat paylari, mali bir hakkin devri yoluyla "senet alanlara" devredilmig
olacakti. Ozel goriismelerde bazi ilgililere "Bu senetlerin "gelire endeksli senet
(GES)" degil, "gelir ortakligi senedi (GOS)" olmasi gerektigini, maksat bu ise
adimin da béyle olmasi gerektigini, ayrica bu senetlerin "devletin bor¢lanma
enstriimanlarini ¢esitlendirme” amaci ile ve bor¢lanma mahiyetinde olmamasi,
devletin hakki olan bazi helal gelirlerin "senet mukabilinde bedeli ile gegici
devri" mahiyetinde olmasi gerektigini israrla soylemistim. Medyaya diisen
haberlerden, eski sekilde (gelire endeksli oldugu igin faizli bor¢lanma olarak)
devam edecegini iiziilerek ogrendim. Gelire endeksli senet (GES) oldugu stirece
bu senetler de "devlet tahvili gibidir. Gelir ortakligi senedi (GOS) haline
gelmedikge bunlarin geliri de faizdir.” (Karaman, 2012)

124



“When the revenue-indexed securities (RIS) were first established, taking into
consideration that “the revenue sources that they were indexed to” were halal
sources of income and that the state was turning its right in these sources over
to the purchaser in the form of bonds (and stating that it had to be done this
way, turned into this form), we received them positively. The revenue sources
were. Turkish Petroleum Corporation (TPAO), State Supply Office (DMO),
General Directorate Of State Airports Authority (DHMI) and Directorate
General of Coastal Safety (KIYEM). The revenue shares that were to be
transferred from these to the budget would be turned over to the ‘“bond
purchasers” via the transfer of a fiscal right. In private sessions, I had
insistently told some authorities that these bonds should not be ‘revenue-
indexed securities (RIS)” but “revenue-sharing securities (RSS)”, that if this
was the intention than the name should match it, additionally that these bonds’
aim should not be “diversification of the state's debt instruments” and not be in
the form of debts and that they should be in the form of “temporary transfer of
halal revenues that are the right of the state, in return for bonds”. From the
news I got from the media, I reluctantly found out that it would go on as it used
to (debt instrument with interest because it is revenue based). As long as they
are revenue-indexed securities (RIS) these bonds are also like treasury bonds.
As long as they do not become revenue-sharing securities, their revenue will
continue to be from interest.” (Karaman, 2012)

Upon his declaration that these securities involved interest and thus against Islamic
law, Islamic banks needed to exchange those securities with interest-free alternatives. On

March 29th 2012, Osman Akyiiz, General Secretary of TKBB says in Milliyet:

“Hayrettin Karaman Hoca’'nin soyledikleri bizler agisindan baglayicidir.
Dolayisiyla artik bu noktadan itibaren yeni bir yol haritasina ihtiyacimiz
oldugunu diigiindiik ve Hazine yetkilileri ile bir araya geldik. Bizim onerimiz su
oldu; katihim bankalarimin elinde halen yaklasik 1 milyar liralik GES var.
‘Bunlart alin, karsihiginda bize kira sertifikast (sukuk) verin’ dedik. Bu takas
islemiyle hem katilim bankalarimin yasadigi sorunlar ¢oziilmiis olur, hem de
uzun zamandiwr tartisilan kira sertifikalari devlet eliyle hayata gegirilmis olur.
Talebimiz itfalarin gerceklesecegi Agustos ayina kadar Hazine’nin Tiirk lirast
tizerinden kira sertifikasi ¢tkarmasi.” (Akyiiz, 2012)

The words of Mr. Hayrettin Karaman are binding for us. Therefore, we
thought that, from this point on, we needed a new road map and we came
together with officials from the Treasury. Our suggestion was; there are still
around 1 billion worth of RISs in the hands of participation banks. We said,
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‘Take these and give us lease certificates (sukuk) in return’. With this barter
transaction, both the problems of participation banks will be solved and lease
certificates, which have long been a topic of debate, will have been realized by

the hand of the state. Our request is for the Treasury to issue lease certificates

over Turkish lira by August when the amortizations will be realized. (Akyiiz,

2012)

Bugday performs a similar role for certified organic producers to that of Advisory
Boards for Islamic banks. In fact Bugday is performing a control function that is assigned
to two different authorized bodies. Fist, only local municipalities can control the open
markets but Bugday controls its own organic open markets. Second, that is parallel to that
of Advisory Boards in Islamic banking, Bugday also controls the certified organic
producers in its open markets that is a role assigned to authorized Control and Certification
Bodies (CCB) by the state through organic agriculture Law. Bugday arranges field visits to
control production methods of those organic producers who have a stall in organic open
markets Bugday operates. It also works closely with the CCBs and have access to their
producer data. Bugday compares the data from CCBs with the data they gather in their own
field visits. Moreover, Bugday keeps track of the volume of produces each seller brings into
the open markets and comperes it with its own producer data to make an additional check to
make sure conventional produces are not brought into market. Bugday also takes random
samples from the produces in its open markets and makes them analyzed for any chemical
residues and shares the results publicly. When there is a fraud detected, and my respondents
from Bugday said there were a few frauds, the formal authorities were informed and those
people were banned from the organic open markets.

Thus, Advisory boards and Bugday perform very similar roles to those legally
authorized bodies albeit with a different twist in Islamic banking. Bugday’s technical
control is about making sure the agricultural inputs, forbidden in the organic law and the
regulations, were not used during the process. As such Bugday is doing an additional
control very similar to those done by authorized CCBs by referring to the same criterions
defined in the formal organic law. However, the control that Advisory Boards perform in

Islamic banking is based on Islamic law, not on formal banking law. It is still technical
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control in that the main aim of Advisory Boards is to make sure that interest, forbidden in
Islamic law, is not involved in the practices of Islamic banks. However this control differs
from the formal controls done by authorized Banking Regulation and Supervision Agency
in terms of both its focus and criterion which is informed by Islamic law instead of formal
banking law.

The accounts of my respondents suggest that this additional technical control is
regarded as a necessity to convince the consumers on products being chemical-free or
interest-free. My respondents from Bugday explained their control procedures in open
farmers’ markets as “a model that was developed through the years with regard to
consumer demand”. She explained that the people who are coming to organic open
farmers’ market come because they trust Bugday’s guarantee rather than the formal
certification. When I asked about the producers’ reactions on these additional controls
Bugday perform, my respondent claimed that the producers and also the CCBs are
supportive of their activities as producers and CCBs too acknowledge that consumers do
not necessarily trust formal organic certificate.

One reason for the need for Advisory Boards in Islamic banking seems to be
knowledge related that may also be linked to credibility and trust issue. Islamic bankers in
Turkey, except a few, lacks Islamic law and Islamic economics education. In fact, Islamic
economics, as Islamic banking, is a fairly new concept and only recently started to be
taught at universities in Turkey. Moreover a religious judgement on the permissibility of a
practice or product could only be made by those who are regarded as having a deep
understanding of Islamic jurisprudence, usually sharia scholars. Lacking such a formal
education and a deep understanding of Islamic legal system, Islamic bankers’ own claims
regarding interest-free practices wouldn’t be convincing and would create trust issue.
Moreover, Turkey as a secular state, do not have formal institutions that would be
authorized to make judgements about the conformity of dealings and transactions in public
life to Islamic law. As such, in Islamic banking, the necessity for Advisory Boards stems

from not due to distrust to formal control and regulation bodies as it is the case in organic
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agriculture but due to non-existence of such bodies in a secular system to validate interest-

free claims based on Islam.

3.4.2. Moral Certification Role

Apart from this technical control about the exclusion of chemicals in organic
agriculture and of interest in Islamic banking, moral certifiers also perform what I refer to
as moral certification role. Formal control and certification bodies in organic agriculture
and regulation authorities in Islamic banking are involved in the technical operation of
these industries and they are not actively part of the conversations around these industries.
Their relation with the industry and the certified producers is confined to their regulative
role.

Unlike formal regulation authorities, moral certifiers endorse the industry as a moral
enterprise in addition to their regulative role. These are the people who, in their accounts,
link the exclusion of chemicals and interest to a moral and proper way of doing agriculture
and banking respectively. Their role as moral certifiers involves developing a consciousness
in public around the specific issues of chemicals and interest and guide the public
preferences towards these industries instead of their conventional counterparts. They are
well connected to both producers and formal bodies and active in the preparation of law
and regulation drafts regarding the industry. One respondent explains his role as he

perceives it succinctly:

“Bizim fonksiyonumuz ¢ok basit, insanlarin falanca semt pazarindan 1,5-2
liraya aldig1 1spanag gelip 6 liraya organik pazardan almasini saglayacak,
biling ve kiiltiirii saglayan biziz ashinda. Yani insanlar oraya geliyorsa, bir
kuruma giivendigi icin geliyor baslangicta. O da orgiittiiv, sivil toplum
orgiitleridir. Bu Bugday dir, biziz, odur budur hi¢ fark etmez. Yani sivil toplum
orgiitleri aslinda ekoloji diistincesini tiiketiciyle bulusturan, bunun dogru
oldugunu, iste insanlara yararini anlatan, organik beslenmesi gerektigini
anlatan, sigara i¢memesi gerektigini, poseti anlatan, ne bileyim diinyadaki
ekolojik ayak izini anlatan, sivil para kazanma amac¢h olmayan, diisiinsel
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faaliyetler, etkinlikler...Bunlarin highbiri para kazanma amaglh degil ya da para
kazanacak bir mekanizma degil. Bunlarla siz, sen aslinda giiveni saglyyorsun.”

“Our function is fairly simple; we are actually the formers of the awareness
and culture that make people who would buy their spinach from any
neighborhood market for 1.5-2 liras to buy it from the organic market for 6
liras. 1 mean if people come at all, they come because they trust the
establishment. And this is organization, non-governmental organizations. It may
be Bugday or us or anyone else, doesn't matter. I mean non-governmental
organizations are actually the ones who convey ecological thinking to
consumers, that this is right, I mean its benefits to people, that they should eat
organic food, that they should not smoke, plastic bags, I mean, what else, that
the ecological footprint of the world should be decreased, that they are not out
to make profits and are non-governmental, intellectual operations, activities...
None of these are profit-oriented mechanisms that make money. Through these,
what you do is, you establish trust.”

Due to their informal regulative role, moral certifiers are highly involved in the
technical operation of being chemical-free and interest-free, however their concerns are
larger than these specific issues. They advocate more holistic view of these industries. For
the Islamic law scholars in advisory boards, Islamic banking is not just about refraining
from interest but it is part of living Islam in everyday life that is what being a Muslim
means. According to their accounts, Islamic banks are not just banks, through their dealings
they have to foster solidarity and social justice. These banks are considered to be a vehicle
for a fair distribution of wealth as they share the risk instead of transfer it. In these
accounts, Islamic banking is sometimes positioned as the solution of Islamic civilization for
the evils of Western/Modern/Secular/Capitalist banking system.

For Bugday, organic agriculture is a food production and consumption system that is
only meaningful within ecological living. Ecological living refers to being in harmony with
natures’ rules, models and cycles, respecting all other living things including soil, weather,
and water and realizing we, as humans, are not separate from but part of the nature. In these
accounts, only such a living is sustainable.

Moral certifiers’ endorsements of these industries as moral enterprises do not mean

that they are content with these industries as they are. On the contrary, moral certifiers’
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understanding of these industries is less than perfect. Moral certifiers usually see these
industries as a transition phase to reach an ideal state and, claim that they must be evaluated
on that basis. Moreover, these industries, although they are imperfect, are considered to be
fulfilling an important function and must be supported to survive even if it means that some
practices that are regarded as problematic must be tolerated. Besides, those problematic
practices are usually understood to be linked to the contextual constraints rather than the

flaws in Islamic banking or organic agriculture.

3.5. Idealists

I use the label idealists to refer to people, groups of people, or NGOs who are at same
camp with certified producers and moral certifiers regarding their desire for alternatives to
conventional banking and conventional agriculture. They may or may not have direct
relationship with certified producers and moral certifiers but all of them are known to each
other. Idealists do not play a direct technical regulative role similar to moral certifiers
explained above although some might have played in the past. Idealists’ engagement with
certified producers and moral certifiers is through their alliance to a common mission: a
morally informed alternatives to dominant conventional counterparts and not only in the
scope of the specific industries but encompassing a whole social, political and economic
transformation. The content and the scope of that morally informed alternative is what
differentiates idealists from moral certifiers.

A crucial part of idealists’ accounts is a particular construction of the moral universe.
These people have an ideal of the purer model for the industry in specific and society in
general that may or may not have the basis in an idealized past. However they are not
ignorant of the social and structural constraints for this ideal. On the contrary, they are well
aware of the constraints that certified producers and moral certifiers raise regarding the

prevalence of certain problematic practices in Islamic banking or organic agriculture.
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However idealists’ references to social and structural constraints are not elaborated as they
are related to these industries but elaborated as they are related to agency, interest and
hegemony. As such the system critique is a big part of their accounts that I explain in detail
in Section 3.5.3. below.

Idealists have an assumption of a pure and natural set of always-already there,
universal qualities about human nature and the physical world. These qualities are not
necessarily good or bad in the context of organic agriculture, but refer to beneficence (i.e.
‘giizel ahlak’) when invoked for people in the context of Islamic banking. According to
idealists’ accounts in Islamic banking, man’s true nature predisposes him to live
harmoniously with himself, society and nature. According to idealists’ accounts in organic
agriculture, everything has a way of being that is considered natural. In both Islamic
banking and organic agriculture, the system, usually meant to refer one or more of the
concepts such as modernity, urbanization, industrialization, globalization, capitalism,
science, secularism, culture etc., is believed to be taking the Existence/being apart from the
qualities that is regarded to be present in its initial formation. These qualities are not
explicit set of characteristics but usually invoked by references such as ‘being accord with

nature’ or ‘being accord with Creation (fitrat)’.

3.5.1. Being Accord with Nature

Respondents generally refer to people’s place in and relationship with nature when
they invoke living harmoniously with nature. Humans’ disregard of rules, cycles and
models in Nature figure prominently in these accounts. The accounts always include a
criticism of human disturbance to and domination over nature. Greed over materialism and
power is the distinctive feature of the human relation to nature in this view. International
corporations and the states they influence usually figure as representing those greedy actors

within the context of food production.
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Sustainability as it relates to domination over nature is another theme that figures
prominently in these accounts. The only sustainable system is nature; the systems humans
create to control the nature can never be sustainable and are doomed to fail unless people
understand the rules and models in Nature and the intricate relations among all things. Only
then, people could realize the futility of dominating the nature and could instead try to live
harmoniously within it.

What is fiercely criticized when ‘being accord with nature’ is invoked is the
anthropocentric approach to human existence. Idealists conceive humankind as one of the
millions of nodes in a network called Universe or Nature. Another metaphor, that is also
used by idealists in Islamic banking, is the metaphor of human body as a nature or society
and the cells or organs as individuals. Human body is exemplified as a perfect system
composed of millions of cells or several organs each being interdependent and in harmony
with each other creating a sustainable whole. In this system, everything is interconnected,
there is no waste or redundancy, each part is necessary and has a specific function
producing and consuming just the way and the amount needed for all the other parts and the
whole to function properly. Human body as a system is idealized as the perfect society
informing humans place in the Whole.

Being accord with nature requires to realize this interdependency among the parts
constituting the Whole and being in accord with the Laws of that Whole. The humans are
criticized for trying to create their own Laws in these accounts to dominate over nature and

other fellow beings.

3.5.2. Being Accord with Creation, Fitrat

When respondents refer to Creation or fitrat, they generally refer to the natural
essences of things in their initial form when they are brought into the existence. It is related
to the concept of ‘fawhid’ (‘tevhid’ in Turkish) in Islam that refers to a specific

understanding of the relationship between the Creator and the Created, i.e. God and all the
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rest. It supposes a divine unity among all the Created and the Creator as the Created is
understood to be reflection of God. As such, idealists do not see sacred-profane duality
within human nature, within the world and between human and the world in a Durkheimian
sense, rather, all belongs to the plenitude of divine unity. Only by being true to that ‘natural
essence’, humans can be part of that unity.

In these accounts, for humans to be in accord with the Creation usually involves a
statement about humans being created based on ‘giize/ ahlak’, that can be translated as
‘beautiful morals’. Therefore, being accord with the Creation, i.e. ‘fitrat’, for humans refer
to living based on ‘beautiful morals’ that is in their natural essence.

These accounts referring ‘fitrat’ and ‘beautiful morals’ usually include how the
motivations and interests shaped within the hegemonic systems, be it modernity,
secularism, rationality, capitalism, the West, or tradition and culture create a tension for
living true to ‘fitrat’. Therefore the blame is put into the system that is understood to be
forcing or shaping people to live against the true aim of their existence and, therefore,
creates all the ills of the modern world, usually elaborated in terms of social justice.

A harmonious existences is only possible by adhering to ‘fitrat’ that is elaborated by
Sharia, Islamic legal system, based on God’s words in Quran and the exemplary life of
Prophet. That’s why ‘the system’ is almost always juxtaposed with Sharia or Islamic law in
these accounts. Bayindir, in the beginning of his book named Ticaret ve Faiz (2007a)
explains the relationship between fitrat, Quran, human nature and the prohibition of interest

as:

“Fitrat varliklar: olusturan yaratilis, degisim ve gelisim ilke ve kanunlarin
ifade eder. Goklerin, yerin, insanlarin, hayvanlarin, bitkilerin yani her seyin
vapist ve isleyisi buna goredir. Bilimde, teknolojide ve insan iliskilerindeki
temel kanunlar da bunlardir.

Kur’an fitratin Allah tarafindan bildirilmis seklidir...Fitrat Islam’dwr: Kur’'an
ile fitrat arasinda tam bir uyum vardw. Fitratt anlamak icin Kur’an’dan,
Kur’an’t anlamak icin fitrattan yararlanmak gerekir.

Fitrat kanunlar: insanda da gegerli oldugundan Kur’an’a aykiri davraniglar
onu rahatsiz eder. Ama o; menfaatleri, beklentileri veya 6zentileri sebebiyle bu
tiir davranislara girer. Sonra alisir ve zevk almaya baslar. Ama icinde gizlenen
rahatsizlik, zaman zaman ortaya ¢ikar...Peygameberler de onlari tezekkiire
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yani bir i¢ muhasebesi yapmaya cagwirlar. Tezekkiir zihinde var olan bilgiyi
harekete gegirmektir...

Kur’an’in her yasag gibi faiz yasagi da fitratla iliskilidir. Yani bu yasak, mutlu
insan ve mutlu toplum i¢in olmazsa olmaz bir yasaktir. Faiz anlatilirken
konunun bu yénii dikkate alinacaktir.

Kur’an’in gésterdigi yoldan gidince fikih usuliinde olan sekliyle icma ve kiyasa
ihtiyag kalmaz. Ayrica ‘olaylarin simirsiz, naslarin sinirli oldugu, bu sebeple
baska yollara bagvurma zorunlulugu dogdugu’ seklinde yanlis diisiincelere yer
olmaz. Iste elinzdeki kitabi farkli kilan bu usuldiiv.” (Bayindir, 2007a: 33)

“Fitrat expresses the principles and laws of creation, change and
development that make up beings. The form and function of the sky, the earth,
people, animals, plants, everything in short is based on this. It also governs the
fundamental laws of science, technology and human relations.

Quran is the reported form of fitrat by Allah... Fitrat is Islam. There is total
harmony between Quran and fitrat. One needs to make use of the Quran to
understand fitrat, and fitrat to understand the Quran.

Because the laws of fitrat are also prevalent for people, conduct contradicting
the Quran will disturb them. But they go into such conduct for their benefit,
expectations or out of envy. Then they get used to it and take pleasure in it. But
the uneasiness festering in them will surface from time to time... Prophets call
upon them to do tezekkiir, which is inner evaluation of oneself. Tezekkiir is
putting into action the information already present in the mind...

Just like any prohibition in the Quran, the one about interest is also associated
with fitrat. In other words, this prohibition is a must for a person and a society
to be happy. When talking about interest, the topic will be handled through this
perspective.

In following the path of the Quran, there will be no need for icma (the
convergence of religious scholars on a certain topic) and kiyas (the
convergence on an idea through comparison) as per the methods of figh.
Furthermore, there will be no place for thinking like ‘events are infinite,
decrees are finite, and therefore there is obligation to take different action’.
This method is what sets the book you have in your hand apart.” (Baywndr,
2007a: 33)

There are some crucial similarities between the references to ‘being accord with

nature’ and ‘being accord with the Creation, fitrat’ that I observe in the accounts of idealists
in organic agriculture and Islamic banking explained above. First both idealists’ accounts
have an understanding of interconnectedness and unity. The unity is about everything being

part of Nature/Universe in organic agriculture and everything being part of divinity in
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Islamic banking. Second, there is an understanding of overarching system of laws that
needs to be obeyed that ensures that unity. Rules and models in Nature and Islamic Law
provides the framework for humans to be harmoniously exist within the unity. Moreover,
both Nature’s rules and models and Islamic law are tended to be understood as universal
and fixed. Third, a hegemonic system usually to refer to capitalism, modernity,
industrialization, urbanization etc. is believed to force an overarching system of law-like
principles that contradict with Natures’s rules or Islamic Law. Fourth, dominant capitalist
system 1is criticized along the dimensions of sustainability and social justice in both
accounts albeit with different emphasis. Sustainability criticism seems to be more
prominent in the accounts of organic agriculture whereas social justice criticism seems to
be more prominent in the accounts of Islamic banking. Moreover a system based on
Natures’s rules and models or Islamic Law is usually set forth as an alternative against both

capitalism and socialism.

3.5.3. System Criticism

The concepts such as power, hegemony, domination, exploitation and colonization of
mind and lives of people figure prominently in the accounts of people I refer to as idealists.
In organic agriculture, hegemony of capitalism, the domination of men over nature;
agribusiness over small farmers; science over nature; scientific knowledge over local
knowledge; urbanization over community are some of the examples of those challenged
relationships. In Islamic banking, hegemony of capitalism; domination of West over East;
secular over religion; modernity over Islam; tradition and culture over Islam are some of
the examples figure in system criticism.

It is important to note that, some of those criticized hegemonic relations are present in
the accounts of certified producers and more so in the accounts of moral certifiers both in
Islamic banking and organic agriculture. However there are two important differences

between those criticisms of idealists’ on the one side and the certified producers’ and the
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moral certifiers’ on the other. Idealists and certified producers and moral certifiers differ in
the way they use the ‘system criticism’ and in their understanding of the scope of the

system that I explain in two sections below.

3.5.3.1. System criticism as a tool

In the accounts of idealists in Islamic banking and organic agriculture, system
criticism figures to depict the ills of the economic and social structure to warn, inform and
empower people and to convince that a better alternative is needed. In the accounts of
certified producers and moral certifiers, system criticism usually figure as a tool to defend
Islamic banking or organic agriculture against criticisms on the grounds that they fall short
of their claims and ideals.

Islamic bankers’ and moral certifiers’ critical accounts of system is tied to specific
issues and usually expressed as obstacles for practicing Islamic banking. In these accounts,
formal banking law designed for a secular system, for example, is the reason for why
murabaha contract can not be realized as the way the idealists prefer. Capitalist criticism is
usually linked with the explanations of why Islamic banks cannot utilize mudarabah, a
contract that is based on true partnership. Idealists’ accounts of system criticism, however,
involves themes like exploitation, domination, and enslavement of both individuals and
societies. Their accounts of system criticism are not to explain why Islamic banking is not
the way it should be but why individuals and societies are as the way they are. System
criticism is framed as it is linked to Islamic banking and used as a tool to defend and
develop the industry in the Islamic bankers’ and moral certifiers’ accounts whereas it is
linked to individual and society and used as an ideological tool to depict the ills of the
system in idealists’ accounts.

Parallel to these observations, certified producers’ and moral certifiers’ system
criticism is less direct and less confrontational compared to idealists’ system criticism in

organic agriculture. Idealists’ system criticism is very much aligned to the socialist criticism
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of capitalism. Some of these accounts explicitly refer to socialism that is almost always
elaborated on the capital-labor relation. However, capital-labor relation in these accounts is
appropriated to encompass not only the exploitation of labor, but also the nature. One

respondent explained his view of system as:

“(Sol goriise gore) diinyadaki en temel celiski, emek-sermaye arasindaki
celiskidir denilir, cok kabaca boyle tarif etmek gerekir. Biz tarim alaninda da
ayni seyi diistiniiyoruz. Yani nasil insanin somiiriisi, emek sermaye temelinde,
dogamin somiiriisii de bunun icindedir. Onlardan hani sosyalizmin o temel
ayrimindan farkimiz su, biz sadece canli emek somiiriisii ya da arti deger
somiirtisii (degil), doganmin somiiriisiinii de bu ise katiyor. Evet emek sermaye o,
ama bu emek sermaye c¢eliskisini de salt canli emek somiiriisii degil, doganinin
somiiriisii de var ve igine katiyoruz. Sol, klasik sol, sosyalist sol emek sermaye
celigkisi, bunun disinda iste tarim, ¢evre, kadin sorunlari, (onlara) yanal
sorunlar olarak bakar....Yani isi boyle spritiiel alanlardan, soyut seylerden
ctkartip bizzat emek sermaye temel ¢eliskisine gotiirme, onun tizerinden bakma
ve tabii ki liberalizme kafa tutma.”

“ (according to socialism) it can be said that the most fundamental conflict in
the world, to put it very bluntly, is the one between labor and capital. We think
like this about agriculture too. Just as exploitation of people is grounded on
labor-capital conflict, the exploitation of nature is also in there. Our main
difference from them, from the fundamental distinction in socialism is that we
include not only the exploitation of live labor or added value exploitation but
also the exploitation of nature. Yes that is labor-capital, but this labor-capital
conflict is not solely live labor exploitation, there is also the exploitation of
nature and we include this as well. Leftist view, standard leftist, the socialist
leftist view look at issues such as agriculture, environment, women's issues as
secondary problems to the labor-capital conflict... I mean like, taking this away
from spiritual fields, abstract fields and taking it directly to the labor-capital
conflict, viewing it from there and of course challenging liberalism.”

Not all idealists explicitly make the capital-labor analogy in their accounts of system.
However there is always a reference to the problems of production system,
commodification of agriculture and life in general that I interpret as an example of general
capitalist criticism.

Idealists’ account of system almost always involves how hegemony is sustained and/

or enhanced in accordance with capitalist interests. In these accounts legal system is usually
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understood as serving the capitalist actors’ agendas to control the economic and social
system. For example, the seedling law that requires the seeds to be patented is elaborated as
an example of the commodification of agriculture that helps transforming farming to
agribusiness. Agribusiness is usually linked to a few countries’, usually the USA’s and
Israel’s, interests to control the world. My data suggests, there are two common ‘evidences’
provided for this argument. First, origins and activities of multinational agrochemical and
agricultural biotechnology companies, most notably Monsanto’s are frequently referred as
an evidence for their argument. A few of the biggest agrochemical and seed companies are
stigmatized for controlling agricultural inputs at the expense of the rest. Second, a fairly
common quote is cited although without mentioning its owner, ‘Control oil and you control
the nations; control food and you control the people’. This quote is commonly attributed to
Henry Kissinger, an American diplomat, allegedly used in his account of using food as a
weapon to induce targeted population reduction in 1974. My respondents would not
necessarily refer to Henry Kissinger as the owner of the quote but they would link the quote
with some concealed agenda to control population growth especially in the underdeveloped
countries through agricultural interference. It is important to note that these two ‘evidences’
are not exclusively used in Turkey, they are fairly common in anti-GMO web pages in
English too. Parallel to these arguments, idealist in Islamic banking would point to the
fluidity of capital via complex and abstract finance operations and its potential to be

mobilized when needed to destroy specific economies.

3.5.3.2. Scope of the system criticism

In the accounts of idealists in Islamic banking and organic agriculture, system
criticism involves the discussion regarding dominant understanding of Islam and the place
of science and technology in organic agriculture respectively.

Idealists in Islamic banking challenge the validity of traditional interpretations and

commentaries of Quran. Idealists perceive the current understanding of Islam as reflecting
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the interests and motives shaped within the cultures and traditions of Islamic societies
throughout the history. In these accounts, returning to the original sources of the religion,
Quran and sunna (deeds of Prophet) is essential for revival of pure Islam that is sometimes
depicted as lived in the age of Prophet and the first four caliphs. Organization of all life
domains according to the fundamental sources of Islam is proposed as the only solution to
break free from Muslims’ problems. Although this view is usually expressed for the Muslim
world, the envisioned salvation is imagined for all mankind. As such, Idealists in Islamic
banking are at the center of many controversies related to not only Islamic banking, but also
to other aspects of Islam such as worship, religious obligations, prohibitions and sanctions.

There is no comprehensive criticism of Islam in Islamic bankers’ and moral certifiers’
accounts. At most, Islamic bankers and moral certifiers point the different interpretations on
interest, contracts, risk etc. and their negative influences on Islamic banking when those
divergent interpretations are perceived as obstacles. In some of their accounts, however,
there is also celebration of the pluralism when different interpretations could be used as a
justification for certain questionable practice. Unlike idealists, their accounts do not include
the discussions of the origins of such differences and their meanings. Here, again, Islamic
bankers’ and moral certifiers’ accounts on divergent interpretations is linked to Islamic
banking and used instrumentally while Idealists’ accounts are more concerned with their
larger meanings and implications.

Although it is not completely parallel to criticism of dominant understanding of Islam
in Islamic banking, idealists’ criticism of science and technology in organic agriculture is
similar to that in the sense that it is one of the markers that differentiates idealists from
moral certifiers and certified producers in organic agriculture. Science is usually understood
by idealists as a tool mobilized to dominate both human knowledge and the nature. It is not
that idealists ignore the benefits of science and technology, on the contrary, its role in labor
and yield efficiency is well understood. However, science and technology is challenged on
that very same benefit. The increased efficiency enabled by science and technology is not

sustainable as it comes at the expense of disrupting the Nature’s rules, cycles and models.
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Technology and science can only be helpful as long as it takes Nature’s rules and the
indigenous knowledge as its basis.

Certified producers and moral certifiers in organic agriculture usually deem science
and technology as necessary and helpful. Science is understood to help ‘tired’ and ‘worn-
out' earth. Science also helps to develop sustainable practices that were not present in

traditional cultural knowledge of agriculture.

3.5.4. Idealist Role

Idealists, as moral certifiers are actively involved in consciousness raising activities
for a better alternative by producing and disseminating knowledge through their writings,
public appearances and events. However, unlike moral certifiers, idealist do not represent
Islamic banking or organic agriculture in its current form as conducted by certified
producers as ‘the better alternative’. Although most of the idealists have some sympathy for
the idea of Islamic banking or organic agriculture, they do not perceive these industries as
‘the’ best alternatives both in terms of content and scope. Idealists’ views regarding the
alternatives are informed by the concepts of ‘being accord with nature’ or ‘being accord
with the Creation (fitrat)’ as explained above.

Idealists are not only concerned with production and consumption systems but also
the way people should live their lives as conscious human beings. They want to transform
the consumer to co-producer and the deposit lender and borrower to a partner. The
conceptions of people as co-producers or partners are present in the accounts of certified
producers and moral certifiers however idealists’ conception refers to a more encompassing
transformation. A co-producer does not only participate in specifying what and how the
food is produced. A co-producer is also concerned with the preservation of the land, air and
water and the well beings of fellow animals and human beings, and she aligns her life

accordingly. A partner is not a person who opens a participation account in Islamic banks,

140



but is knowledgeable about the legal and religious bases of the contracts she is making with
the bank.

Idealists also differ in the nature of their consciousness raising activities. Unlike
moral certifiers, idealists are very active to produce and disseminate counter-hegemonic
accounts of the capitalist system. In these account, they usually refer to how individuals are
manipulated by the system. They try to educate and empower the people as a whole.

Idealists produce and disseminate their counter-hegemonic accounts through their
newspaper columns, blogs, social media accounts, magazines, books, regular video/audio
podcasts and public seminar series. Some founded associations and wagfs. They organize
public campaigns to raise consciousness on specific issues (such as endangered species or
GMOs), or establish economic research centers. IKAME is one such example, that is
acronym for IKtisadi Arastirmalar MErkezi, translated as Economic Research Center.
IKAME also means ‘to substitute’ in Turkish. Its aim is stated as “creating a natural
economic order that does not contradict fitrat” (IKAME, 2015).

The events that provide opportunity for face to face social interaction is especially
valuable for consciousness-raising activities of idealists. These are the venues idealists
recount the problems of the system, their roots, the pain and injustice they cause and the
relations among seemingly unrelated problems. They encourage people to actively question
and to recognize the relationships between problems, practices and institutions. They also
suggests solutions elaborated by referring to ‘being accord with nature’ or ‘being accord
with the Creation, fitrat’. Audience is involved in these accounts by bringing personal
experience and/or asking questions thus helping the account to be more detailed and
elaborated. Idealists try to make people enraged at the system and persuade them an
alternative is possible at the same time.

Idealist usually refrain to be associated with the third parties. Those associations are
usually understood to be restricting counter-hegemonic speech and action. “If you only be
servant to God, then you are the most powerful man in the world” one respondent said
while talking about his confrontational encounters with different people with various

powerful positions. While talking about a research center in Islamic economics he
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established and probed if the center will be cooperating with other institutions in the field,

he says:

“Yol gostermek igin yapiuliyor bunlar. Olmazi da soyleyeceksin, ama nasil
olacagint da soyleyeceksiniz... Bizim herhangi bir seyle isbirligimiz s6z konusu
degil. Yani biz is yaparken, c¢alisma yaparken, ekonomik olarak
diistinmiiyoruz... bilgi olursa da 6zgiir bilgi olarak diistintiyoruz. Yani herhangi
bir kurum ve kurulusun giidiimiinde olan bilgiyi kabul etmiyoruz.”

“These are done to guide people. You have to say what not to do as well; but
you also have to tell how it’s going to be... We are not in league with anyone. [
mean, when we work, do something, we do not think of it economically... If
there is information we think of it as free information. I mean, we do not accept
any information in the guidance of any foundation or establishment.”

3.5.5. Relations with Moral Certifiers

In both Islamic banking and organic agriculture there are idealists who played moral
certifier roles previously. These idealists refer to a specific event as a breaking point that
led them to leave their roles as moral certifiers. The breaking points referred in data were a
start of a certain application of late payment fees in Islamic banking in early 2000s and the
seed law that was passed in 2006 in organic agriculture.

Islamic banks started to charge late payment fees based on ‘deprived profit model’
that was proposed by Hayrettin Karaman a Sharia scholar mentioned previously. Rationale
for the proposed model was, if the borrowers made their payments on due, the bank would
have used them, made profits and shared them with the participants, i.e. lenders. Those who
do not pay on due are extorting others’ money and a fine is necessary to discourage them.
According to Prof. Abdiilaziz Bayindir, then the Advisory Board member of an Islamic
bank, the proposed scheme was simply charging interest that made him to leave his role as
an Advisory Board member. In organic agriculture, Bugday’s perceived lack of stance on

the seed law led some members to leave as they understood the Law as a tool for furthering
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agribusiness. The crux of the issue was whether the seed can be patented and whether the
farmers could be forced to use patented seed that was associated with agribusiness.

Idealists and moral certifiers usually acknowledge each other about being in the same
‘camp’ in respect to the stance against conventional counterparts, and follow each other’s
works and statements. However their relations are not necessarily harmonious. There are
examples of strenuous relations between some moral certifiers and idealists in both
industries and they usually consciously avoid each other by, for example, not attending or
inviting to an industry-wide seminar or conference.

But what are the conditions that make possible these idealists’ counter-hegemonic
accounts? Based on the reading of data, I suggest that both independence and knowledge/
experience are associated with counter-hegemonic accounts. Idealists in both industries
tend to refer to being independent as a prerequisite for their activities. They view moral
certifiers’ relations and involvement in private or government projects like EU funded
projects questionable. They do not oppose to relations or collaborations per se but are
cautious about the power dynamics that would bring in. They prefer to produce and
disseminate knowledge through their own channels like establishing associations, wagfs,
research centers and web pages.

Knowledge and experience seems to be an important criterion for evaluating each
other in both industries. Idealists and moral certifiers in Islamic banking almost always
have similar theology education. But they sometimes criticize each other for their lack of
economics knowledge or trading experience. Some idealists refer to their degrees in
economics or experience in trade to support their arguments. In organic agriculture, being a
‘real farmer’ or having a comprehensive understanding of farming as it is done traditionally
seems important. Some idealists and small farmers dismissed agricultural engineers who
work for Control and Certification Bodies for their lack of knowledge. One respondent

says:

“Benimki anam babam usulii tarim, ben bir ¢ift¢iyim. Hem tirtin tiretiyorum, iyi
uretildigini soyliiyorum, tadinin da iyi oldugunu soyliiyorum. Tadarsin alirsin,
bakarsin begenmezsin. Benim ismim o evraktan (organik sertifikasi) daha net..
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Sen kimsin de bana sertifikay: gosterirsin ya da niye 3 bin Euro vereyim, ben
patates ekemiyor muyum? Benim yaptigim isi onaylatiyorsun, onaylatman i¢in
benden daha iistiin, daha tarim bilen, daha diken, daha baska tiirlii olman
lazim. Bahgedeki pamugu iiriin verene kadar tamimiyorlar. Geliyorlar buralara

ne dikilmis diyorlar. (Sertifikasyon kuruluslarindaki ziraat miihendislerinden
bahsediyor)”

“I am a farmer;, my methods are that of our ancestors. I grow products, I say
they are grown well and I also say they taste well. You taste it you buy it, you
see it you don't like it. My name is much more clear than that document
(referring to formal organic certification)... Who are you to refer me to that
certificate or why should I pay 3 thousand euros, am I not capable enough to
plant potatoes? You have what I do approved but in order to do this you have to
be greater, more knowledgeable in agriculture than me, you have to be
something else. They can't tell the cotton on the field without it blooming first
(referring to certification controllers). They come and ask what is planted
here.”

Idealists in organic agriculture seem to value greatly the efforts for organizing fellow
farmers, working on alternative models, and establishing cooperatives or farmers’ markets.
They seem to disregard people whom they perceive as a trader or wholesaler even though
those people practice alternative/traditional agriculture methods and vocal on raising
consciousness among consumers.

In this chapter, I explained the distinct actors and roles in Islamic banking and
organic agriculture. In Chapters 4 and 5, I provide the accounts of the interactions and
communications among different actors first in relation to legal codification of Islamic

banking and organic agriculture and then in relation to contested practices.
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LEGAL CREATION OF AN ORGANIZATIONAL FORM

Newly organized industries either in their inception or when they reach to a certain
scale are usually included in formal legal system. Inclusion within the legal system poses
many challenges: codifying key features of the industry, establishing a legal framework and
regulatory agencies and identifying their place within the larger legal framework. When the
new industry is strikingly different in terms of its operation from the incumbent industries
this may require modification in a wide array of law and regulations.

In young industries, ambiguity of product definitions and features may make their
legal codification challenging. Formal codification of an industry can be especially
complicated in cases where the key features of the industry are difficult to accommodate
within the formal system either because of their abstract nature or incompatibility with the
incumbent system. The history of legal codifications of Islamic banking and organic
agriculture in Turkey contains such challenges and complexities, albeit more intensely in
Islamic banking.

As I explained in Chapter 2, both Islamic banking and organic agriculture were
established top down by the state with economic goals in mind. The state saw the rationale
for establishing and supporting these industries in their potential benefits to the economy.
Islamic banking was seen as a tool to attract foreign and domestic funds to the economy at
the time when Turkey was going through economic liberalization. The state established and
aligned the legal framework of organic farming according to EU requirements to be able to
continue to export organic products.

While the government often highlighted these industries’ economic benefits due to

exclusion of interest in banking and exclusion of chemicals in agriculture, producers, moral
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certifiers and idealists emphasized benefits of the industries beyond economic interests. The
focus of law on objective features with economic benefits and the focus of industry
participants on identity, culture, and moral values and their societal goals was the main axis
of contention in various debates.

Exclusion of interest is one of the main injunctions of Quran and as such, it is a
matter of belief, not economic benefit. To be sure, avoiding interest is said to be beneficial
for economy but its main intention according to Islamic belief, is protecting social
solidarity. Interest is believed to be a tool of exploitation hampering fair distribution and
social justice. In organic agriculture, a group of farmer activists understood exclusion of
chemicals as not only about human and environmental health but as part of a stance against
industrial hegemony over life. As such the key features of Islamic banking and organic
agriculture in the law, exclusion of interest and chemicals respectively, are not merely
objective, technical issues. They are embedded with identity, culture, and moral values.

Regulation process of both industries provide evidence regarding the continuous
efforts and contention on incorporating the moral into the realm of objective. How to
encode the moral aspects of Islamic banking and organic agriculture into the legal
definition? Discussions of this question is one of the main themes in the data and the focus
of this chapter. I examine the process of creation, definition and incorporation of Islamic
banking and organic agriculture within the legal system by attending to accounts that refer
to formal law and regulations in relation to the codification of Islamic banking and organic
agriculture. My focus will be on how the ideas of Islamic banking and organic agriculture
were encoded within the formal law. The nature of the ideas of Islamic banking and organic

agriculture is the topic of the next chapter.

4.1. Different Positions with Respect to Formal Codification

Legal codification of a new industry and its products imposes a definition of the

industry. It is plausible to think that legal definition may not always reflect insiders’ self
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definitions, especially when the industry is established top-down by the state. Moreover,
industry insiders rarely have uniform ideas about the features of their products during the
initial formation of the industry and that may add to the gap between formal definition and
industry insiders’ definitions.

But the top-down nature of the industry or ambiguity regarding product features may
not be the whole story about the debates regarding formal codification of industries. The
cases of Islamic banking and organic agriculture posit a more complicated account. Part of
the challenge for Islamic banking is the strong incumbent system which makes
accommodation of Islamic banking within a secular system problematic. A bigger challenge
is the fragmentation among Islamic scholars regarding their understanding of Islamic law
and Islamic economics. Even the concept of interest, -its content and the boundaries-
heatedly debated among Islamic scholars. The complicated nature of modern financial
instruments and figuring out their status in Islamic law creates ongoing challenges for
Islamic scholars and in turn for Islamic bankers who need Sharia scholars’ approval for
their products. For organic agriculture, a strong incumbent system devised for conventional
agriculture creates challenges for the accommodation of a particular understanding of
organic agriculture that values local culture and traditions.

The legal definition of Islamic banking in Turkey changed incrementally from Special
Finance Houses as financial institutions outside the banking law to Participation Banks as
a third type of banking subject to the same regulation and assurance institutions as their
conventional counterparts. Recently, the plans for major legal changes were announced
with Participation Banking Strategic Plan on May 2015 regarding product development
and structural changes such as formalizing advisory boards and establishing a formal
central advisory board. The debates around legal definition and changes are persistent
throughout the years from Islamic banking’s inception in 1983 to 2015. These debates
involve detailed discussions regarding the technical operation of Islamic banking as defined
in formal law.

Legal changes specific to organic law and regulations are frequent too. For example

most recent organic agriculture regulation, issued in 2010, was amended yearly until 2015.
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However, accounts related to legal changes in organic agriculture almost never figure in
archival data. Participants’ accounts regarding regulation of organic agriculture usually
involve references to other laws and regulations such as seedling law, or bio-safety law.

What explains the persistence of debates around the formal codification of Islamic
banking? And why are not the changes in legal codification of organic agriculture, but the
larger legal framework debated among industry insiders in organic agriculture? Data
suggests two possible explanations. First, different positions and priorities with respect to
formal codification among industry insiders play a role in the debates around the formal
codification. Second, the larger legal space and socio-economic context pose specific
challenges for incorporating the focal industry into incumbent formal law that adds to the
debates around legal definitions of the focal industry.

In the accounts of the actors that I refer to as idealists and moral certifiers, legal
codification of Islamic banking is about aligning Islamic banking with the contractual
forms in Islamic law while simultaneously separating it from conventional banking.
Idealists and moral certifiers are usually in favor of detailed legal codifications of Islamic
contracts and establishing industry-wide standardizations.

In the accounts of the Islamic bankers, legal codification of Islamic banking is about
ensuring safe and viable operation of Islamic banking. To be sure, Islamic bankers are too
invested in form alignment with respect to Islamic law and separation from conventional
banking, but in their view, formal codification, first and foremost, should help the
development of Islamic banking. Islamic bankers are usually less enthusiastic regarding
strict, detailed regulations and setting up industry-wide standards compared to idealists and
moral certifiers.

Unlike in Islamic banking, the discussions of legal regulation in organic agriculture
revolve around a criticism of capitalism. Focus is not on the technical definitions in specific
organic agriculture law and regulations but on the general legal framework. And the
discussions are not about the differences from conventional agriculture, but how the law is
used as a tool to further agribusiness at the stake of small farmers, society and ecology.

Similar to accounts in Islamic banking referring Islamic law, the accounts about legal
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regulations in organic agriculture involve references to the way Nature works, i.e. rules,
cycles and models in Nature. Producers, moral certifiers and idealists involve in these
debates with distinct positions.

Below I provide detailed accounts of and evidence for how different positions with
respect to formal codification (separation from conventional counterparts; alignment with
the ideal form; ensuring a viable operation; and separation from similar ventures) played
out at different episodes throughout the history of legal codification of Islamic banking and
organic agriculture. In the next two sections in Sections 4.2. and 4.3., I will explain how
larger legal space and socio-economic context played out in the debates around legal

definitions of the both industries.

4.1.1. Formal Codification as Separation from Conventional Counterparts

4.1.1.1. Separation of Islamic banking from conventional banking

Islamic banking in Turkey was established with a government decree in 1983,
according to which Islamic banks were to be regulated according to the government, central
bank and undersecretariat of treasury decrees. In their inception, they were named as
Special Finance Houses (SFHs) and regarded as non-bank financial institutions within the
financial field but outside the banking system. They were regarded as a new form of
finance institutions excluding interest-based instruments in their transactions.

SFHs had their own legal regulation different from conventional banks but the details
of the regulatory framework were unclear. According to informants who served as
managers of first Islamic banks, Turkey created her Islamic banking model and legislation
from scratch. Although the inception of Islamic banking dates back to 1960s and 1970s in
the world, and the first Islamic banks established in Turkey were subsidiaries of established

Islamic banks in other countries, my respondents explained how they needed to figure out
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the technical operation of Islamic banking from the ‘three documents’ referring to
government, central bank and treasury decrees in 1983.

My respondents agreed regarding the ambiguities in the legal definition with respect
to how to do Islamic banking in practice. They also agreed that the formal name, Special
Financial Houses, created ambiguities with respect to whether these are banks or similar to
other kinds of financial organizations. They frequently referred to obstacles their name,
SFH, created in their operations as in the case of refusal of their letter of guarantees by
state-owned economic enterprises on the grounds that the public procurement law only
referred to ‘banks’ and not to ‘Special Finance Houses’ as the entities who could provide
such guarantees.

Similar confusions and debates around the legal definition and framework of Islamic
banking are persistent throughout its history. As I show below, these debates are about
properties, forms, implementation and execution of Islamic banking as defined in the
formal law and almost always discussed in relation to conventional banking and the Islamic
law. As such I interpret these debates as discussions of drawing technical boundaries -as
grounded in technical implementation- between Islamic banking and conventional banking.

Debates around legal codification of Islamic banking show conflicting positions and
motives among Islamic bankers, moral certifiers and idealists. Islamic bankers in general
wanted to be recognized as banks. Some Islamic law scholars, however, preferred a legal
code that separated these organizations from conventional banks altogether. This debate
continued throughout the industry’s history in discussions around specific banking products
and became most heated around current Banking Law n. 5411 issued on October 19th,
2005.

In 2005, with the banking law n. 5411, SFHs were completely integrated into the
banking system. Although SFHs became subject to the banking law for the first time in
1999 with the law n. 4389, they were not defined as a ‘bank’. In 1999, SFHs were brought
under the same regulation body, Banking Regulation and Supervision Agency (BRSA) as

their conventional counterparts. With an amendment in 2001, SFHs were to establish their
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own Association as well as Assurance Fund similar to conventional banks’ Banking
Association and Savings Deposits Insurance Fund (SDIF) respectively.

With law n. 5411, SFHs were defined as a third type of ‘bank’ along with deposit
banks, and development and investment banks in Turkey. The name Special Finance
Houses was changed to Participation Bank. The law also transferred SFHs’ Assurance Fund
to the Savings Deposits Insurance Fund .

Current banking law n. 5411 is fiercely criticized on several grounds by some Islamic
scholars for blurring the boundaries between Islamic banking and conventional banking.
Some Islamic scholars opposed to transfer of assurance fund to SDIF. The transfer meant
that the assurance of all funds, both interest-free and interest-based funds brought under the
same entity. Some Islamic scholars deemed this as problematic according to Islamic law on
the grounds that the interest-free funds should not be mixed with interest-based funds to
stay pure. Some Islamic scholars said that assurance of Islamic banking funds was against
the spirit of the participation principle in the first place, an argument that was also stated
previously by Islamic bankers themselves (e.g. Giiler, 1996). Yet others claim that the
assurance was needed but the risks it should cover differ from the risks that SDIF covers.
According to these arguments, conventional banks and Islamic banks make different
contracts with their customers that differ in terms of their risks. The only risk that must be
covered for participation accounts is the risk of mismanagement and abuse and not the risks
that are associated with trade (Battal, 2007). Besides, putting the distinct risks associated
with two different contracts into the same risk pool is against the insurance technique
anyway (Battal, 2007).

Abdiilaziz Bayindir, a former Advisory Board member of an Islamic bank is one of
the most vocal Islamic scholar in the debates around the current banking law. He claims
according to current banking law, there is no difference between Islamic banking and
conventional banking. He wrote a letter, dated May 28th, 2005 and sent to the formal
bodies explaining his views on the draft version for current Banking Law. He published this

letter in his book Ticaret ve Faiz (2007a). He sees the draft banking Law that became in
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force eventually, as a last step in Islamic banks’ transformation to conventional banks

through the formal regulation. He wrote:

“Yiiriirliikteki kanun (6nceki Bankalar kanunu no. 4389’¢ atif) finans
kurumlarmmin fatura kesme sartimi kaldirarak bankalar lehine olusan haksiz
rekabete son vermistir. Kanunun yiiriirliige girmesinden sonra gerekli
diizenlemeler yapiimadigindan finans kurumlari, mal ve hizmet satisi yerine bu
tiir satiglart finanse eden bir ¢esit yatirim bankasina doniismiislerdir. Geciken
alacaklarina ‘kar kaybimin telafisi’ adi altinda faiz tahakkuk ettirmeye
baslamakla da faizli banka olma yolunun sonuna gelmislerdir. Son engeller bu
Tasariyla kaldirilmaktadir. Tasari kanunlasirsa onlarin kimligini olusturan mal
ve hizmet satis1 sona erecek ve bu tiir islemlere kredi veren kuruluslar haline
doniiseceklerdir. Bunu faizli bankalar zaten yaptigindan bu Kanunla Finans
Kurumlarimin varlik sebebi ortadan kalkmis olacaktir.

Katilm Bankalar: faizsiz olarak topladiklart fonlari, faizli olarak kullandiran
kuruluglar haline gelecegi icin bu Tasari, finans kurumlar: lehine haksiz
rekabete de yol agacak mahiyettedir.

Bu duruma engel olmak icin herkes elinden geleni yapmalidir.” (Bayindir,

2007a: 278)

“The law in force has annulled the obligation for finance houses to make out

invoices, putting an end to the unfair competition that was in favor of banks.
Because the necessary regulations were not realized after the law was
effectuated, finance houses have become a kind of investment bank that do not
sell goods and services themselves but finances their sale. And by accruing
interest onto their past due receivables under the name ‘the compensation of
lost profits’, they have reached the end of the road in becoming interest banks.
The final obstructions are being removed with this draft. If this draft is enrolled,
the sale of goods and services that makes up their identity, will come to an end
and they will become establishments that give credit to these kinds of
transactions. Since interest banks do this already, with this law the reason for
the existence of Finance Houses will become obsolete.
Because Participation Banks will become establishments that lend funds, that
they have collected without interest, with interest, this draft will have the
prospect of causing unfair competition in favor of finance houses. Everybody
should do whatever they can to stop this from happening.” (Bayindw, 2007a:
278)

The discontent with the latest banking law regarding Islamic banking is also salient
among the participants to the Consultation Meeting on Contemporary Religious Issues-II

and -III held by Presidency of Religious Affairs of Turkey (PoRA) in 2007 and 2010

152



respectively. Participants usually refer to Banking law in general or relevant articles in
particular and usually claim that, according to formal law, there are no clear differences in
actual operations of Islamic banks and conventional banks. Referring to another
participant’s concern with legal separation of Islamic banking and conventional banking,

Servet Bayindir, an Advisory Board member of an Islamic bank says:

“Hocamiz -anladigim kadariyla- katilim bankalar: ile mevduat bankalarinin
hukuki anlamda gerektigi gibi birbirlerinden ayriimadigi, olmast gereken
farkhiliklarinin uygulamaya konulmadigini ifade ettiler. Elimde yeni ve son
(2005 yilina ait) bankacilik kanunu var... Bu kanunun 4. maddesinde faizli
bankalarla katilim bankalarinin yapabilecekleri islemler madde madde
siralanmis durumda. Burada toplam 20 madde var ve bir istisna yapmuis. Soyle
diyor madde: Mevduat bankalari su iki islemi yapamazlar. Bir, katilim hesabt
altinda para toplayamaziar. Iki, finansal kiralama yani leasing yapamazlar:
Peki katilim bankalari ne yapamazlar. O da mevduat kabulii yapamazlar, yani
kanun katilim hesabiyla mevduat hesabini birbirinden aywrmis. Peki bunun
disinda ne yapabilirler? Herseyi yapabilirler. Burada 20 madde siralanmis.
Simdi katilim bankalarimin yoneticileri, ilgililer sunu diyor olabilirler -ki
diyorlar-: “Tamam bu kanunda bize biitiin bu yetkiler verilmigtir ama biz
islemleri birtakim siizgeglerden gegirerek uyguluyoruz; mahsurlu olanlardan
kagimiyoruz. . .katilim bankalarimin faizli islemden kac¢inacaklari hususu bir
sekilde kanuna eklenmelidir.”” (Baywndir, 2010: 315-316)

“As far as I can understand, he has stated that participation banks and
deposit banks were not distinguished as they should be in the face of the law
and that the necessary differences were not implemented. I have here the new
and latest banking law... In the 4th amendment of this act are listed the
operations that interest-based banks and participation banks can carry out.
There are a total of 20 amendments here and there is one exception. The
amendment reads: Deposit banks cannot undertake the following two
operations: One, they cannot collect money under the name participation
account. Two, they cannot carry out leasing operations. Then what can't
participation banks do? They cannot accept deposits. The same law has
distinguished between participation accounts and deposit accounts. And what
can they do apart from this? They can do everything. 20 amendments are listed
here. Now participation bank managers, authorities might be saying — and they
are saying it —, “Alright, with this act we have full authority. But while we apply
our operations we run them through various filters; we avoid unfavorable

2

ones.” ... The fact that participation banks will avoid operations involving
interest should somehow be added to the law.” (Bayindw, 2010: 315-316)
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Within the context of current banking law, similarities between Islamic banking and
conventional banking regarding consumer financing, deposit collecting, treatment of late
payments, and the jargon used are other criticized topics. These accounts usually involve a
concern about the similarities in form and legal treatment of these practices with their
conventional counterparts and question the distinctions between the two types of banking.
These accounts usually assert a need for categorical separation between Islamic banks and
conventional banks before the formal law. Formal law is understood to be a marker or “a
red line” (Battal, 2007) that further differentiates Islamic banks from conventional banks.
For example, Prof. Ali Bakkal compares the house financing of conventional banks and

questions the difference between Islamic banks and conventional banks:

“Simdi bankanin yapmis oldugu bu islem ile katilim bankasinin dogrudan
dogruya evi satan kigiye parayr 6demesi arasinda sekil itibariyla ne kadar fark
var? Yani bankadan ev alan miisteri, bankadan kredi mi almis oluyor, yoksa
katilim bankalarinda oldugu gibi vadeli olarak ev mi satin almis oluyor?
Miisteri hi¢hir zaman bankanin kendisine verdigi krediyi para olarak eline
gecirme ve bagska islerde kullanma imkanina sahip degildir. Netice itibariyle
eline gecen evdir Bu bir kredi islemi midir;, yoksa bir satim muamelesi

midir? " (Bakkal, 2007: 283-284)

“Now, how much difference is there in form between what a bank does and
what a participation bank does by directly paying the person who is selling the
house? I mean, is a customer who buys a house from a bank taking out a credit
loan from the bank or is he buying a house from the bank in deposits just like
with participation banks? The customer never has the opportunity to receive the
money loaned in cash and use it for other transactions. As a result what he gets
is the house. Is this a credit transaction; or is it a sales treatment? ’(Bakkal,
2007: 283-284)

In various accounts similar to above, the operation of Islamic banking and its
products as defined in formal law were compared to conventional banking and its products.
Technical implementations of products in Islamic banking and conventional banking were

compared with a focus on interest-free character. In these accounts, operational processes

are approached with a rather technical understanding, focusing on tangible, concrete

154



properties of the contracts. As I will explicate in detail below in Section 4.1.2., in moral
certifiers and idealists’ accounts, there are usually concurrent references to contractual
forms in Islamic law, with similar technical focus on properties, implementation and
execution.

To be sure, the comparison is always about evaluation of Islamic claim, usually
understood to be exclusion of interest within the accounts regarding legal definition. This
claim is assessed by comparing technical implementation of Islamic banking as defined in
the law with the implementation of conventional counterpart as well as with the contractual
forms in Islamic law. I interpret these accounts comparing form, implementation and
execution of Islamic banking with respect to conventional banking and the Islamic law as
conversations about establishing technical boundaries between Islamic banks and

conventional banks.

4.1.1.1.1. Naming as separation from conventional banking

Although not completely in the context of formal codification of technical operation
of Islamic banking, the choice of legal and informal naming for the Islamic banking reveals
industry specific and societal level conditions that limit adopting a formal name that
invokes a sharp separation from conventional banking.

The formal name of Islamic banking as defined in law and regulations was first
Special Finance Houses and then Participation Banks. Although the informal term,
interest-free banking was used frequently both by industry insiders and the media, industry
insiders rarely used the term Islamic banking. As one of the salient markers that separates
these banks from their conventional counterparts, why do Islamic bankers, moral certifiers
and idealist avoid the term ‘Islamic™?

Data points to three explanations for actors’ avoidance of Islamic references in
relation to Islamic banks. First reason is related to sacredness of Islam. Naming an action or

institution explicitly ‘Islamic’ in general is regarded inappropriate virtually by all of my
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respondents. This view does not refer something similar to secular ideology, in a sense that
the religion is to be lived in personal life and not to be visible in public life. On the
contrary, these actors all agree that the teachings and the rulings of Islam should guide
people in everyday matters, private and public. But they also have an understanding of
Islam as independent from worldly existence that is sacred and not to be tainted by its
representation in life.

According to this view, Islam should guide all the deeds in life but observable world
of people and their actions should not be perceived as reflecting Islam. As people are
flawed and can make mistakes, Islam can not be assessed on the basis of people’s deeds.
According to this view, explicit naming of an action or institution as ‘Islamic’ may result in
wrongdoings to be attributed to Islam that is regarded as a disruption to its sacredness and
its claim of being true and valid everywhere and all the time. Therefore, in these accounts
naming a practice ‘Islamic’ is inappropriate because it confounds observable and material
world with Islam’s transcendent and sacred character.

Second reason, that became more salient in 2000s, refers to social and instrumental
contradictions the terms ‘Islamic’ creates. According to this view, the name Islamic banking
contradicts it’s claim of appealing to everyone and not just to Muslims. The use of ‘Islamic’
as part of definition, suggests exclusivity and creates a group of ‘others’. It also contradicts
with Islamic banks’ growth aspirations. If these banks claim to increase their shares in
banking sector and to compete with conventional counterparts, it would be restrictive to call
these banks Islamic that may alienate potential customers. Social exclusion argument is
usually expressed by idealists, moral certifiers and Islamic bankers, while financial
restriction argument is usually expressed by Islamic bankers.

Third explanation, that was implicit in several statements in newspaper data in 80s
and 90s but lost its prevalence after 2000s refers to hostility of secular ideology to Islamic
references. These accounts usually involved criticism and resentment of secular ideology
inhibiting the clear and explicit representation of these banks. Respondents acknowledged

the ‘secular’ restriction on calling these banks ‘Islamic’ in early stages, however, they
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emphasized sacredness and exclusivity arguments over secular limits on calling these banks
Islamic.

When inquired about the prevalence of the name ‘Islamic banking’ in other countries,
especially in Muslim countries my respondents highlighted the specific sociopolitical
contexts and the motivations of those countries for Islamic banking in the first place.
According to these accounts, for western countries, the motivation is to appeal the
Muslims’ funds anyway, so it would just make sense to call these banks Islamic. For
Muslim countries, their sociopolitical context is invoked as determining the preference for
the name Islamic banking. The most cited example is Malaysia and to lesser extent is
Pakistan, in both countries, Islamic banking is believed to be developed by the state as part
of the nationalist project to create solidarity and mutuality among their Muslim citizens
after they gained their independence.

For a few of my respondents, the issue about naming these banks as ‘Islamic’ is
specific to Turkey. According to these accounts, the issue does not apply to Western
countries as they are Christians and without ‘Islamic sensitivities’ and does not apply to
Muslim countries, as they acknowledge that they are Islamic states so it’s just normal to call
these banks Islamic. However Turkey is in the middle, 98% of her population is Muslim but
with no official state religion that creates an odd contradiction to call these banks Islamic.

However, in his ethnographic study of Islamic banking based on a fieldwork in
Indonesia and the conversations in London and the United States, Maurer (2005) reports
otherwise. He argues that, although the industry settled on the term ‘Islamic banking’ to
refer itself in the world, there are voices within the field who prefer the term lariba
(interest-free) on the basis that it is exclusion of the interest that makes these banks distinct
(Maurer, 2005). Maurer elaborates that, the arguments of those people for the term
‘interest-free’ highlights the potential of the term to reach a wider audience as it avoids the
negative connotations the term ‘Islamic’ may have and also more in line with the claim of
these banks’ for being everyone and not just for Muslims (Maurer, 2005), that resonates

with the exclusivity and financial restriction argument of my respondents in Turkey.
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When inquired about the name ‘interest-free’ for referring these banks, my
respondents argued that it is a shallow and incomplete definition as it does not say what it is
but what it is not. They claim that these banks are not about being interest-free but about
participation to losses and profits, that the alternative to interest is trade and profit hence the
term ‘Participation Banking’, ‘Katilim Bankacilig1’ in Turkish, better captures what it is

that makes its activities unique.

4.1.1.2. Separation of organic agriculture from conventional agriculture

Unlike Islamic banking, there are no widespread debates captured in archival data
over legal changes in organic agriculture. The discussions of legal regulations in my
respondents’ accounts are usually not about organic agriculture law and regulations but
about a wide range of laws and regulations that are understood to be directly or indirectly
influencing organic agriculture. Some of the referred laws and regulations are, law on
seedlings (law no. 5553), law on soil conservation and land use (law no. 5403), law on the
trading of fruit and vegetables (law no. 5957), law on municipalities and related regulations
that define local administrations’ role about the open markets (law no. 5393), and bio-safety
law (law no. 5977). Some of these laws are usually referred with pseudo names such as
GDO law to refer to law on bio-safety or food market law to refer to law no. 5957.

The common theme in these accounts is the understanding of legal regulations as
sustaining hegemonic relations. Idealists usually elaborated legal regulations in terms of
how they help to sustain or further the dominant relations. Seedling law is commonly
referred to as an act of ‘patenting life” which furthers the domination and control of a few
international firms over local seeds and small farmers. Law on soil conservation and land
use that introduces land consolidation measures to prevent land fragmentation is interpreted
as an act to further the interests of agribusiness at the expense of small farmers. Law on the
trading of fruit and vegetables is criticized for furthering an infrastructure of distribution

channels which favors intermediaries over real producers. Bio-safety law is interpreted as
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the domination of science over nature with a full account of its health, environment, social
and economic effects. The themes of domination and hegemony is the most salient aspect
of these accounts that was not explicitly articulated in the accounts of regulation in Islamic
banking.

In the accounts of formal regulation in organic agriculture, legal regulations are not
discussed in terms of technical details regarding implementation and process as it was the
case in Islamic banking, but discussed in terms of their influence on agriculture, ecology
and society. Unlike Islamic banking, the debates regarding the similarities and differences
between conventional agriculture and organic agriculture as defined in formal law is not
salient in data. According to data, organic agriculture as a production method is understood
to be different than conventional agriculture. All of my respondents acknowledged formal
organic certification as a distinct legal marker that separates organic agriculture from
conventional agriculture.

Similar to Islamic banking, I interpret the legal codification of production process as
establishing the technical boundaries between organic agriculture and conventional
agriculture. Unlike Islamic banking, technical boundaries based on legal definition of
organic agriculture is not contested.

Uncontested nature of technical boundaries of organic agriculture may be related to
two factors. First, clear and objective definition of ‘chemicals’ in organic agriculture may
account for the clarity regarding the distinctness of organic agriculture. The concrete and
consensual definition of chemicals obviates the discussions of ‘what is chemical and how to
avoid it?’ as opposed to un-consensual definition on ‘interest’ in Islamic banking that stirs
the discussions of ‘what is interest and how to avoid it?’

Second, it may be linked to differences in the trajectory of legal frameworks of
Islamic banking and organic agriculture. From the very beginning, organic agriculture has a
legal framework separate from conventional agriculture. From its initiation in 1984 by
European exporters, organic production was done according to the rules and regulations of
importing European countries. In 1994, Turkey had to devise her first regulation for organic

agriculture to conform to the EU requirement for the third countries to formulate their own
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legal framework to continue to export organic goods to EU. From then on, Turkey has
followed the European Union’s rules and regulations for the basis of her legal framework.
Changes in regulations and law in organic agriculture were almost always to adapt to the
changes in European Union’s regulations. These changes were usually related to
elaboration of production method such as specifying permitted agricultural inputs and
establishing institutional structure such as detailing control and certification processes and
organization in the Ministry. As such legal framework of organic agriculture was imported
from the EU as the idea of industry itself.

To be sure, the lack of debates regarding the similarities and differences between
conventional agriculture and organic agriculture as defined in formal law does not mean
that organic agriculture is not criticized for becoming similar to conventional agriculture.
On the contrary, it is fiercely criticized for practicing monoculture production in massive
fields that is condemned and associated with industrial agriculture. Unseasonal production
in greenhouses and using hybrid seeds are other practices that are commonly criticized in
organic agriculture in the discussions of similarities with conventional agriculture. But,
monoculture production and production in greenhouses with hybrid seeds are not explicitly
mandated by law and regulations. Formal law codifies only the ‘chemical aspect’ of organic
agriculture and similarity criticisms are never about ‘chemicals’ as defined in law. This is
different then the similarity criticisms in Islamic banking that is almost always about
‘interest’ and carried out in respect to both formal law and Islamic law. I will discuss the
debates around contested practices such as monoculture production and hybrid seeds in the
next chapter within the scope of moral authenticity.

What I tried to establish up to now is that the formal definition of organic agriculture
as excluding chemicals is rarely contested in terms of separating organic agriculture from
conventional agriculture in its production process. I related this to the understanding of
‘chemical-free’ as a clear and objective criterion as opposed to contested and dynamic
definition of ‘interest-free’ in Islamic banking. As such, I claimed that technical boundaries
of organic agriculture is much less contested and durable compared to Islamic banking.

However, in a few instances, certified producers were able to modify the ‘content of
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organic’ as in the case of the changes in the ratio of organic animal feed in order to be
certified organic meat. I also pointed to the similar use of formal law as in Islamic banking

as a proof that separates organic products from conventional and informal products.

4.1.2. Formal Codification as Alignment to Ideal Form

Different priorities with respect to formal codification among industry insiders are
especially salient in the accounts around the legal codification of contested practices.
Contested practices in both industries are the practices that are questioned either in terms of
their appropriateness with respect to industry claims (such as connected to real economy, or
environmentally friendly) or in terms of its specific implementation. In both cases, the
debates around the contested practices are informative to have a sense of the ‘imagined
ideal’ as reflected on technical operation and formal codification.

Accounts of contested practices as defined in formal law in both Islamic banking and
organic agriculture involve references to ‘the other law’, Islamic Law and Nature’s rules
and models respectively. In these accounts, Islamic scholars and organic farming activists
question the formal definition of specific practices on the basis that legal codification do
not ensure that the implementation would conform to Islamic law or Nature’s rules and
models. The aim here is to establish a legal codification that would ensure the
implementation would conform to an ideal form and serve to its purposes informed by
Islamic Law or Nature’s rules and models. These conversations are about translation or
mapping of other law into the realm of formal law; legal codification serves as an
alignment of implementation to an ideal form informed by Islamic law or Nature’s rules
and models.

Producers usually involve in these conversations by explaining why the legal
codification is the way it is by referring to the obstacles in the previous implementations.
Producers also assert that the legal codification and the implementation is still appropriate

according to the other law, Islamic law or Nature’s rules and models.

161



The conversations around contested practices also provide further evidence regarding
the distinct roles, priorities and positions of people who I refer to as moral certifiers and
idealists. While idealists fiercely criticize the legal codifications of specific practices on the
grounds that they are not aligned with their true form, moral certifiers are more lenient in
their views. Unlike idealists, moral certifiers do not relate the problems regarding the
technical operation of contested practices to flaws in Islamic banking or organic
agriculture. Moral certifiers usually tend to attribute these problematic implementations to
the factors outside the industry and emphasize the transitory phase of the focal industry.

The conversations around contested practices are different than those related to
separation that I discussed above in Section 4.1.1. in that the contestation is about the
conformity to other law rather than similarities to conventional counterpart. These
conversations are similar to those related to separation that 1 discussed above in that the

conversations focus on properties, implementation and executions.

4.1.2.1. Formal codification as alignment to contractual forms in Islamic law

In Islamic banking, the conversations among Islamic bankers, moral certifiers and
idealists almost always include debates regarding the compatibility of Islamic banks’
products as defined in the formal code and as practiced in the operations of Islamic banks to
the Islamic law. In this regard, murabaha is one of the most contested practices in Islamic
banking from the very beginning both because it is not based on the key tenet of Islamic
banking, participation, and of its technical implementation. It is usually called a weak
instrument because it is not based on the participation to losses and profit contract but a
trade contract.

Murabaha is basically a sale with a mark-up price. Customer who wants to buy goods
such as machinery or raw materials finds a seller. When he decides which seller to buy

from, he applies to an Islamic bank for a murabaha financing. Islamic bank buys the desired
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good from the seller whom the customer have chosen, and sells to customer by adding a
profit margin. Customer pays back to the bank in arranged installments.

In the initial implementation of murabaha, Islamic banks were legally obliged to
invoice for murabaha financing which made them the legal owner of the good. The seller
was arranging an invoice in the name of Islamic bank while selling to Islamic bank, and
Islamic bank was arranging an invoice in the name of the buyer while selling to the
customer. Islamic banks were also doing the physical delivery of the goods they were
selling. Since 2001, the invoice obligation for Islamic banks is revoked; seller arranges the
invoice directly in the name of buyer. Moreover, in current implementation, the good is
transferred from the seller to buyer directly without the Islamic bank physically involved in
its delivery.

The crux of the criticism of murabaha contract comes down to the question of
whether the murabaha as implemented currently can be called a real trade. The problem in
execution of murabaha, according to some scholars, originated with the revocation of
invoice obligation in 2001 by formal law. Without invoice, Islamic banks do not assume
legal ownership of the goods they are financing. This was seen as converting murabaha
conceived as trading relation into a credit relation.

Islamic bankers deemed the legal change revoking invoice obligation as necessary
because of two main reasons: First, invoice system was open to abuse. Second, invoice
system was bringing additional tax obligations for Islamic banks that created vulnerability
and unfair competition with respect to conventional banks. Islamic bankers usually point to
how the invoice obligation was creating extreme financial burdens because of incumbent
accounting and tax regulations. They sometimes implicitly refer to how this could be used
politically by opposing incumbent powers to intimidate Islamic bankers.

The argument regarding the invoice systems was open to abuse refers to the events of
“fictitious exports’ that Islamic banks were allegedly involved through murabaha financing
to a firm, ASCOR, between 1995 and 1998. Muhammet Ciger, the owner of ASCOR
claimed that he performed some of the fictitious exports through Islamic banks. Two

Islamic banks, Albaraka Tiirk and Faisal Finans made public announcements both in
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Milliyet and Zaman, stating that the business with ASCOR was completely within the
boundaries of Islamic banks’ legal framework. (Albaraka Tiirk, 2000; KuveytTiirk, 2000).

At the ‘Consultation Meeting on Contemporary Religious Issues’ held by Presidency
of Religious Affairs of Turkey (PoRA) in 2007, Fahrettin Yahsi, then the Assistant General
Manager of Albaraka Tiirk, explains that invoice requirement for Islamic banks needed to
be revoked to prevent these kinds of abuses as in the case of fictitious exports. He explains
that Islamic banks cannot see each good they trade because they are involved in hundreds
of thousands of murabaha financing. Since Islamic banks are not involved in physical
delivery, they could not make sure whether the traded good was indeed existed. This
operational limit was open to abuse as in the case of ‘fictitious exports’. Yahsi also adds
that “invoice is not an obligatory document in murabaha contract in terms of Islamic
law” (Yahsi, 2007: 270).

However, Islamic scholars refute these claims on the grounds that both arguments,
abuse and additional tax obligations, could be resolved with legal changes. According to
Islamic scholars, the real reason Islamic bankers oppose invoice system is that they do not
want to bear the risks associated with murabaha contract.

Islamic scholars posit that invoice obligation in the law makes the murabaha contract
a real trade. When Islamic bank invoices in murabaha financing, the bank is legally
regarded as the owner of the good and the transaction is treated within the scope of
commercial code instead of credits code. Without invoicing, Islamic bank is not regarded as
the legal owner of the traded good. Therefore, if the Islamic bank is not obliged to invoice,
it could not be held responsible legally in cases where the good is damaged while being
delivered from the seller to buyer. This is deemed problematic in terms of Islamic law.
Because according to Sharia, if the Islamic bank is an acting as a trader in murabaha
contract, then it should be exposed to such risks associated with trade. According to these
arguments, Islamic banks’ earnings based on murabaha financing without invoicing are

illegitimate because the profit cannot be substantiated based on true commerce.
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In response to Yahsi’s statement about invoice not being obligatory according to
Islamic law, Pof. Dr. Abdiilaziz Bayindir points to the function of invoice in murabaha

contracts. He states:

“Fahrettin Yahsi Bey dedi ki, “bizde fatura kaldirildi; faturaya aslinda alim
satimda gerek de yok.” Dogru da, faturamn bir islevi var; o, yapilan alim
satimin belgesidir ve taraflarin iliskisinde ticaret hukukunu gecerli kilar.
Birinde islem, kredi alacaklarimin takibi esasina gore, digerinde ise ticari
alacaklarin takibi esasina gore yiiriitiiliiv. Arada ciddi fark vardwr. Bu yeni
uygulamayla ticaret kalkti, yerine, gercekte olmayan ama hayallerde var
sayilan bir ticaret ikame edildi.” (Bayindw, 2007b.: 287)

“Mr. Fahrettin Yahsi said, “ invoices have been annulled for us; actually
there is no need for invoices in buying and selling either.” Okay, but invoices

have a function; it is the certificate of what is bought and sold and validates the

laws of trade between the relations of the two sides. In one, the transaction will

be carried out based on to the follow-up of the credit receivables by the

creditor, in the other by the follow-up of commercial receivables. There is great

difference between these two. With this new implementation, commerce has

been annulled and it has been substituted by a commerce that is really not there

but is perceived in imagination.” (Bayindiw, 2007b: 287)

Bayindir’s statement is revealing in that he raises the issue of formal status of Islamic
contracts. Invoice obligation is directly linked to murabaha to be treated as a real purchase
and a sale transaction according to formal law and, through it, Islamic law. This is where
secular state law meets and interacts with Islamic law in practice. Legal obligation to
invoice, in murabaha case, makes the contract to be treated as commerce rather than credit
according to formal law thus aligns the implementation with its true intention (trading
rather than financing) in Islamic law.

There are other Islamic Law scholars who point to this function of formal codification
of Islamic contracts. According to these arguments, formal codification makes Islamic
contracts legally binding and through that, the implementation is aligned with Islamic law,

both in terms of form and intention. Islamic scholars usually acknowledge such legal

obstacles raised by Islamic bankers, but question the lack of enthusiasm to make legal
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adjustments to overcome those obstacles. They usually assert that the real reason behind

such problematic implementations is Islamic banks’ risk aversion. One respondent states:

“Ashinda kanuni mevzuat engeli de var. Yani mudarebeyi, miisarekeyi
dogrudan bir engel, yasaklayici bir sey yok, ama ¢ok zorlastirici... Dolayisiyla,
bu tiir yani bankalarin elini baglayan durumlar var. Mesela, en fazla giindeme
getirdikleri sey, en fazla mali kendileri satin alip, baska tarafa satmuyorlar...
Burada yani miilkiyetin nakli meselesi; temel miilk meselesi, mesela su anda bu
yok. Bunu niye yapmiyorsunuz denildiginde, efendim kanun engel. Diine kadar
dogru kanun engeldi, bugiin diizeltin. Biitiin bakanlar arkadaglariniz. Bir¢ogu
sizin (eski) elemanmniz. Bir saatlik is, yok o eski yapmuyorlar, etmiyorlar, bizim
Islam’a uygun calismamiza kostek oluyorlar gibi o sugclamalar; eski déneme ait
su¢lamalar o da ne derece dogruydu ayri bir konu da onu bahane ediyorlardi

’

yani.’

“Actually there is also an obstruction in the body of the law. That is to say,
not directly stopping mudarabah (partnership among labor and capital) or
musharakah (partnership in capital) but making it very hard... Therefore, there
are things like this that tie banks’ hands. For instance, the thing they bring up
most is that they do not buy the good and sell to any other party... Here, the
thing is the transfer of property, the property right issue, currently they (Islamic
banks) do not own the property (they sell). When asked why they dont do it,
they say the laws forbid us. That's right, the laws did forbid it in the past, today
you can resolve this. All cabinet ministers are your friends. A lot of them are
your (former) employees. It will take only an hour, but no, the accusations of
they won t, they don't, they are hindering us from working according to Islam,
these are all accusations of the old era, which I might say I don 't know to what
extent they were true, [ mean they were using it as an excuse.”

The account of an Islamic banker, Mustafa Esfa Emek of Albaraka Tiirk on why the
invoice system in murabaha contract had to be revoked, confirms the claims on Islamic
banks’ lack of enthusiasm on taking the risks associated with trading. At the ‘Consultation

Meeting on Contemporary Religious Issues’ held by PoRA in 2010, Emek states:

“Ugiinciisii bizim tasidigimiz riskler, siz gercekten mal alip satiyor musunuz?
Ilk bu ézel finans kurumlar: faaliyetini icra etmeye basladigimda fiili olarak
mali gidip biz satin alyyorduk. Tabi takdir edersiniz ki Tiirkiye’de bankalar iste
bir yul vadeyle %50 faiz oraniyla kredi kullandirdigi zaman sadece %50 kredi
kullandirmadan dolay kredi riskini iistlenir. Biz de yaklasik %50 kar elde
ediyoruz, normal bir mevduat bankast da ayni oranda kar elde ediyor fakat biz
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ayni zamanda mala iliskin riskleri de tistleniyoruz. 38 lik bobini satici firmadan
teslim alip gotiiriip miisteriye teslim ediyoruz, miisteri diyor ki, ‘bu 38 lik degil,
38,2’lik’. Tekrar o bobini alip gotiiriip satici firmaya iade ediyoruz, satici firma
‘hayir yalan soyliiyor bu 38’lik’ diyor, bilirkisiyi ¢agwriyoruz gidip depoya
stokluyoruz, depoya gidiyoruz ki oksitlenmis. Dolayisiyla mala iliskin
bankacilik sektoriinden farkli olarak mala iliskin riskleri de tistlenmek de kabul
edilebilir birsey degil. Ikincisi, onceki siirecte satici firma faturayr bizim
adimiza keserdi, biz iizerine karimizi koyup miisteriye keserdik. Fakat sade bir
fatura kesmis olmakla vergi mevzuatindaki ilk imalatcidan, nihai tiiketiciye
kadar biitiin vergisel sorumlulugu da itistlenmis oluyorduk. Albaraka Tiirkiin
odenmis sermayesi 20 milyon dolarken, surf bu gerekceden dolayr 22 milyon
dolarlik fatura ¢ikaridi. Kotii niyetli bir iktidar sirf bu gerekceden dolayi, eger
istese bir katilim bankasini 15 giinde batirabilir. O zaman bizim bu riski tasiyor
olmamiz diistiniilemez.” (Emek, 2010: 341-342)

“The third is the risks we take, do you actually buy and sell the goods? When
first these special finance houses started to operate, we actually went and
bought the goods ourselves. Of course, as you would appreciate, in Turkey
when banks give out credit for one year with 50% interest rate, they only
undertake the credit risk that comes with applying 50% interest rate for one
year. We too make a profit of around 50% and so does a deposit bank, I mean
we both have the same profit rate, however, we also undertake the risks
associated with the goods. We go and take the 38cm coil from the selling
company and deliver it to the customer. The customer says, ‘this is not 38cm, its
38.2°. So we take it back to the selling company, they say, ‘No they are lying.
This is 38°. So we go and stock it at the warehouse and call a legal expert but
by the time he comes the goods are corroded. Therefore, it is not acceptable to
also take the risks associated with the goods separate from banking sector.
Secondly, in the previous process, the seller would invoice to us and we would
invoice it to the customer by adding our profit. But just by making out that
single invoice, we assumed all the tax responsibilities from first manufacturer to
final consumer. While Albaraka Tiirk's paid capital was 20 million dollars, a 22
million dollars receipt was made out just because of this fact. A government
with bad intensions could bankrupt a participation bank over a fortnight just

based on this fact. You can see then, that we cannot assume this risk.” (Emek,
2010: 341-342)

Emek clearly thinks Islamic banks should not take any risks that are associated with
the traded goods which he sees as outside of the banking risks. This is exactly the point of
the critical accounts provided above. In those accounts, what Islamic bank should be doing

through murabaha is trading not financing so it should take the legal ownership and risks

167



related to the traded good. But according to Emek, taking the trade risk is not workable/
feasible where the profit margins are the same with conventional banks. His account is also
an example of the arguments that refer to vulnerability of Islamic banks due to invoice
requirement. He states malicious incumbent powers could use the system to burden Islamic
banks with excessive tax bills.

Although he does not refer explicitly to secularism, given the experience of Islamic
bankers during the law process of 1999, he may be referring to ideological struggles that
Islamic bankers had to go through. I will explain the process of 1999 law in Section 4.3.
below where I examine the influence of context in the legal definition of Islamic banking.
But to make it clear, such references regarding the perception of secular ideology as a threat
to the existence of Islamic banking are not very common in the accounts of Islamic bankers
after early 2000s.

The accounts of murabaha also reveal different positions, priorities and roles of
people I refer to as moral certifiers and idealists. Although moral certifies (Islamic scholars
who are in the Advisory Boards of Islamic banks) acknowledge the less then perfect
execution of murabaha, they deem it still permissible. According to moral certifiers, Islamic
banks have to rely on murabaha to ensure long-term survival because more preferred
Islamic financial instruments like mudarabah (labor-capital partnership similar to venture
capital) and musharakah (similar to joint venture) are not viable due to unstable macro-
economic conditions and ‘unsuitable human model’ that refers to lack of trustable, capable
entrepreneurs. The answer of Karaman to a reader, challenging the murabaha contract by
suggesting that it can be considered Hile-i seriyye (hiyal), a legalistic trickery to evade the

prohibition of interest in Islamic law, is an example of these accounts. He answers:

“Kurum, kendisine para yatiran ortaklarin (kdra ve zarara katilim hesabi
sahiplerinin) beklentilerini karsilamak mecburiyetindedir. Kar beklentisi ile
para yatiran bir ortak (hesap sahibi) parasimin enflasyon farkini; yani
enflasyonun sebep oldugu deger kaybin bile telafi edemezse buradan parasini
ceker ve kurum isleyemez hale gelir. Deger kaybini karsilamak da yetmez,
bunun iizerine bir miktar da reel kir vermek gerekir. Iste vade farki bu
gereklere gore ayarlandigi i¢in bir yandan banka faizlerine yakin olmakta,
diger yandan -bazi durumlarda- banka faizi nisbetini de asmaktadir. Ama
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valnizca bu duruma (yani kdr ile faizin miktar olarak birbirine yakin veya farkl
olmasina) bakarak islemin mesru olmadigini séylemek miimkiin degildir. Genel
olarak mesru ticarette ve sanayi kesiminde kar béyledir, kimi zaman faize egit
olur, kimi zaman da farklh. Ticaret mali bedel karsiliginda alip satmak suretiyle
yvapilir. Finans kurumlart da -murdbaha isleminde- bunu yapiyorlar. Alip satma
iki sekilde oluyor:...Bu iki islem sekil yoniinden fikha (Islam'a) uygundur. Buna
hile diyebilmek icin taraflarin maksadina bakmak gerekir; maksat araya bir
islem sokarak faizli kredi vermek/almak ise bu hile olur, maksat gergekten bir
malt alip vade farki koyarak satmak ise (mal gercekten aliniyor ve satiliyorsa)
buna hile denemez. Ozel finans kurumlarimn faizsiz sisteme -ekonomik ve
sosyal etkisi bakimindan- daha yakin, daha uygun bulunan iki iglemi daha
vardir: Muddrabe ve miigareke...Muddrabe ve miisareke, ozel finans kurumu
uygulamalarinda, murabahaya gore daha kiiciik oranlarda ger¢eklesmektedir.
Bunun sebepleri arasinda hesap sahiplerinin sabirsizligi, riske diismeden kar
beklentisi, miitesebbis firmalarin hesaplarmmin kismen kayit dist olmasi, is
diinyasinda emanet, ahde vefd, sadadkat, haram-helal suur ve duygularinin
zayiflamis olmasi sebebiyle hasil olan giiven bunalimi... vardir.

Biz kemiyet ve keyfivet yoniinden ne kadar iyi Miisliimanlar olursak,
kurumlarumiz da o kadar iyi (Miisliimanca) olacaktir.” (Karaman, 2001;
Karaman 2003)

“The establishment is obliged to meet the expectations of the partners who
deposit their money to its accounts (the holders of the participation to profit
and loss accounts). A partner (account holder) who deposits money with the
expectation of gaining profit will withdraw his money if he does not even get the
inflation difference, that is the devaluation caused by inflation, and the
establishment will not be able to operate. Compensating for the devaluation is
not enough in itself, a certain amount of real profit is also required. It is
because the maturity rate is calculated according to these factors that it is close
to bank interest rates and sometimes —in certain instances- surpasses them.
However it is not possible to rule this transaction out as illicit by just this (i.e.
the fact that profit and interest rates are close to or different from each other).
This is how profit rate generally is in legal trade and industry sectors;
sometimes equal and sometimes different from interest rate. Trade is done by
buying and selling a product for a price. This is what special finance houses do
—in murabaha operations-. Buying and selling takes place in two ways. ...
These two operations are fitting to figh in form. In order to call this deceit you
need to look at the intentions of the two sides; if the goal is to give/take credit
with interest by putting a transaction in between, this would be deceit, but if the
goal is to actually buy a product and sell it by adding maturity rate (if the
product is actually being bought and sold) this cannot be labeled as deceit.
Special finance houses have two more operations that are more closer, more
fitting the interest-free system —in terms of its economic and social impact-:
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mudarabah and musharakah. ... mudarabah and musharakah find less place
among special finance house applications compared to murabaha. Among the
reasons for this are the impatience of account holders, the expectation of profit
without risk, the fact that companies’ accounts are partly off the books, the
confidence crisis surrounding the business world because of the diminishing
sense and feelings of entrustment, abiding the promises (ahde vefa), loyalty,
haram-halal...The better Muslims we are in quality and quantity, the better our
establishments will be (in terms of Islam).” (Karaman, 2001; Karaman 2003)
Karaman’s account above reveals one of the distinctions between the people I refer to as
moral certifiers and idealists that I explained in previous chapter. According to moral
certifiers the flaws in implementation are due to objective and subjective constrains within
the environment, so Islamic banking cannot be the only one to blame. Idealists see the
flaws in implementation as mainly the function of the intentions and true motives of
certified producers. Environmental constraints are acknowledged but, Islamic banking is

understood to be existing to challenge and correct those constraints not to go along with

them.

4.1.2.2. Formal codification as alignment to Nature’s rules and models

Similar to Islamic scholars’ accounts in Islamic banking above, moral certifiers and
idealists in organic agriculture perceive the formal law as not fully accommodating the
principals of organic agriculture. These arguments are similar to those in Islamic banking
that they usually refer to both formal law and ‘the other law’ i.e, Nature’s rules and models
and assert that the latter should be taken into account or codified by the former.

Similar to the criticisms that the invoice obligation is avoided because of economic
motives in murabaha in Islamic banking, there are criticism in organic agriculture that the
natural ways of animal husbandry, seed pollination, or the general natural cycles are
ignored because of profit maximization. In the following quote, my respondent claims that
the conditions for chickens’ natural way of being is ignored in certified organic agriculture

because of economic reasons.
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“Simdi organik dedigin zaman bir standart koyuyorsun. Iste bir tavuk su
kadar m2 alanda, hani bunun yapilmasinda bir kotiiliik yok, ama is goriintiiye
geliyor. Hani boyle organik sertifika olunca ciftliklere bakiyorsun, binlerce
tavuk falan...Hangi dogal davramslardan bahsediyorsun? Yumurta organik,
ama tavuklarin iginde bir tane bile horoz yok...Onlara dogal davranim
kosullarini sunabilmen lazim. Dogada nasil yasiyor bu hayvan, ona uygun
sartlar hazirlayacaksin. Her canlimin erkegi ve disisi var. Tabii horoz
yumurtlamadigi i¢in o kadar horoza para harcamak istemiyor, bu kadar basit
aslinda... Organik yem aliyor, evet hani teknik anlamda organik sonugta. Tahlil
ettiginde bir zehir ¢ikmaz, ama ekolojinin felsefesi bakimindan baktigin zaman
bana gore degil... ¢iinkii dogal kosullarda yasatmiyor hayvam, istedigi kadar
saglikli yem yesin. Yani bu biitiinden koparilmis artik yani. Bu is béyle teknik
diizeylere indirgenmis.”

“Now, when you say organic, you put in a standard. Like, a chicken has this
m2 space, I mean there is nothing bad in this, but it comes down to show. When
there is an organic certificate, you look at the farms, thousands of chickens and
what not... What natural behavior are you talking about? The egg is organic,
but there isn't a single rooster among the chicken... You need to give them the
means to act naturally. How does this animal live under natural conditions, that
is what you have to provide means to conform that. Every creature has a male
and a female. Sure, because the rooster does not lay eggs, they don't want to
invest in that many roosters, its actually that simple... They buy organic fodder,
yes; its organic in the end in technical terms. When you have it tested, no
poison will come up, but when you look at the philosophy of ecology, that does
not suit me... because the animal is not living under natural conditions, feed it
all the organic fodder you want. I mean, it is severed away from the whole. It’s
all degraded to technicality.”

Another respondent points how the legal enforcement of using organic certified
agricultural inputs such as fertilizers to be eligible for organic certification violates the

interdependency relations in nature. He states:

“Organik giibreler var, organik iiretim yaptigin tarlada organik giibreni
kullanabiliyorsun. Ama yaylada otlamis inegin giibresini kullanamiyorsun...
Karadeniz de bir stirii mesela ¢ay tireticisi diyelim ki giibre olarak, Kars taki,
Erzurum’daki yaylalarda otlayan ineklerin giibresini tasiyor, onu kullaniyor.
Onu kullandig1 anda sertifikasint alamiyor. Al bakalim, simdi hangisi daha
ekolojik, onun yerine atiyorum, Amerika'da iiretilen organik giibreyi 20 bin
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kilometre gemide tasitip, bir siirii karbon analizini yaptirip, onu kullaniyorlar.
Bitkiyle hayvann i¢ iceligi dongiistinii de kirmis oluyorsunuz.”

“There is organic fertilizer, you can use organic fertilizer in the field you
produce organically. However, you cannot use the fertilizer from the cow that
grazes on the highlands... In the Black Sea Region, let’s say tea growers carry
the fertilizer of the cows that graze the highlands of Kars and Erzurum and use
that. When they use it, they cannot get certification for it. There you go, [ mean,
which one is ecologic? Instead, you go and buy the fertilizer produced let’s say
in America, carry it for 20 thousand kilometers on ships, do loads of carbon
analysis tests on it and use that. By this, you break the interconnected cycle of
plant and animal.”

Parallel examples are most salient around the organic food production in
greenhouses, monoculture practices and hybrid seeds and GMO debates. The common
theme in these accounts is reference to Nature’s rules and models and how organic
agriculture as codified in formal law violates it.

Similar to differences among idealists and moral certifiers around contested practices
in Islamic banking, idealists and moral certifiers in organic agriculture differ in their views
on contested practices. Similar to idealists’ accounts in Islamic banking, idealists accounts
in organic agriculture put the blame to the industry for not adequately reflecting the models
in Nature. Idealists accounts around legal codification similar to two quotes above refer to
inadequacy of legal codification for enforcing practices that are deemed natural.

Moral certifies in organic agriculture posit that contested practices such as
monoculture production, production in green houses, and hybrid seeds cannot be banned in
the formal law. Similar to moral certifiers in Islamic banking, moral certifiers in these
accounts refer to external factors that deem contested practices necessary for the long-term

survival and growth of industry. One respondent explains why formal law cannot prohibit

practices such as monoculture and hybrid seed as follows:

“Biitiin diinyada ashnda sertifikasyon olunca, biiyiik bir ol¢ekten
bahsediyoruz ve o biiyiik olgek igerisinde olabilecek seyler var, olamayacak
seyler var...Mono kiiltiirii yasaklayamaz mesela... Neden, c¢iinkii diyelim ki
iiriinden iiriine de degigir bu. Ornegin, sultani iiziim, yani hektarlarca bag var
va da iste bugday, hektarlarca ekmek zorundasin ya da iste kayisi tarlalari,
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kapali kayis1 bahgeleri. Yani simdi bu iiriinler mono kiiltiir simirinda dolasan
trtinler zaten. Dolayisiyla, bunu yonetmelik kapsamindan ¢ikaramayiz ya da
iste yerel olmasi ya da tohumun yerli tohum olmasi. Yerli tohuma o yonetmelige
koyup, zorunlu kildigin zaman, bir¢ok iiretim yaptiramayabilirsin. Yani hem
verli tohum bulamayabilirsin, hem ticari anlamda degeri olan iiriiniin icinde
yerli tohum bulamayabilirsin...Mono kiiltiir bir konuysa, sera baska bir konu
olabilir. Serada organik domates yetistirebilirsin. Ama onun igin hibrit standart
tohum kullanman gerekir. Bunlari yonetmelik yasaklamaz, fakat felsefe
kuruluglar: ve yonetmelikte onerir, yerli tohum kullanmasini onerir. Yerli tohum
kullanmasint yasaklamaz. Yani bir hayli itireticinin igini de kolaylastirmak
zorunda. Hani bu igin éniiniin agilmasi igin ve belli bir noktadan daha ekolojik
bir noktaya gelebilmesi i¢in, mevcut durumdaki biitiin araglarini elinden
almamasi lazim. O nedenle, o anlamda gevsek kosullar: olabilir, ama bunlarin
hep sebepleri var.”

“Actually when there is certification all over the world, we are talking about
a great scale here, within that great scale there are things that can be done and
that cannot be done... For instance you cannot forbid monoculture... Why,
because let’s say this can vary from product to product also. For example,
sultana, there are hectares of vineyards, or wheat, you have to plant hectares
and hectares, or apricot fields, closed apricot gardens. I mean these are
products bordering monoculture. Therefore, we cannot take it out of the scope
of the regulation, or it being local, the seed being local seed. When you put
local seed into that regulation and make it mandatory, you may not be able to
grow many things. I mean, you might both not be able to find local seeds and
you may not be able to find local seeds within products that have trade value...
If monoculture is one topic, greenhouse might be another. You may grow
organic tomatoes in a greenhouse. But for that you need to use hybrid standard
seeds. The regulations do not forbid this, but recommend the use of local seeds.
1t will not forbid the use of local seeds. I mean, you also have to make it easy on
the producers. Like, for this business to take flight and after a certain point
come to a more ecological standpoint, you must not take away all the
instruments in the farmers’ hands. That'’s why there can be flexible conditions in
that sense but all these have their reasons.”

4.1.3. Formal Codification for a Viable Industry

People I refer to as certified producers and moral certifiers are more interested in the

viable operation of the focal industry compared to people I refer to as idealists. The
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accounts of certified producers and moral certifiers in reply to idealists’ criticisms around
legal definition of Islamic banking and organic culture above reveal that these people try to

ensure a safe and viable operation through legal regulation albeit in different ways.

4.1.3.1. Moral certifiers: leniency and legal spaces

Moral certifiers in Islamic banking and organic agriculture try to ensure a safe and
viable operation of the focal industry by being more lenient with ‘loose’ definitions in
formal codification. They acknowledge the less then perfect status of formal codification
and implementation of certain practices. However they tend to interpret this as reflecting
the defects of external factors such as a strong incumbent system that obstructs certain
practices, unstable macro conditions, moral defects of people in economic life, consumer
demand, the characteristic of the product that necessities a certain implementation etc.
According to these arguments, Islamic banking and organic agriculture in their current
status are ‘trial’ or ‘transition phase’ models and they will evolve to more ideal form once
the external environment is more suitable. Moral certifiers believe that these industries
fulfill an important function, providing better alternatives with respect to their conventional
counterparts, thus they must be supported to survive. Thus, formal codification should
provide that flexibility in implementation for these industries to survive and grow.

In organic agriculture moral certifiers explicitly refer to opening up legal spaces for
organic agriculture to develop and address the concerns around contested practices. Usually
the specific articles added to laws and regulations are elaborated as providing such legal
spaces that allowed for practices that is favorable for the development of organic
agriculture. For example the establishment of organic farmers’ markets was possible
because of the amendments to laws on municipalities and trading of fruit and vegetables.
Seedling law prohibits the farmers to sell seeds but a provision makes the seed-exchange
among farmers possible. There has been even a modification in the organic agriculture

regulation about the ratio of organic animal feed in order to be certified organic meat so
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that the large organic husbandry producers could survive until enough supplies of organic

animal feed were secured.

4.1.3.2. Certified producers: law as a shield

Islamic bankers try to ensure a safe and viable operation by using the law and
regulations as a shield against criticisms from moral certifies, idealists and the state. Islamic
bankers referred to law and regulations as constraining while interacting with moral
certifies and idealists and highlighted their formal status within the legal system while
interacting with the state.

Islamic bankers’ accounts around their legal bases and regulations while interacting
with the moral certifiers and idealists are tied to the claims about being constrained by the
law. Islamic banks try to reconcile the differences between the implementation and the
definition of moral certifiers and idealists by referring to practical obstacles they encounter
and usually with its link to the larger legal system. For example, as I explained in the case
of murabaha contract above, Islamic bankers reply to the criticism regarding invoice
obligation by referring to incumbent accounting and tax regulations. Larger legal
regulations in tax and accounting laws coupled with bad intentions would make invoice
system open to individual abuses and ideological or political hostility.

When questioned about the handling of deposits that are retrieved before their
maturity date, Islamic bankers claim that they can not pay the profits those funds earned
during the time they stayed in the bank because of legal regulations, even though they
acknowledge that they should be paid according to Islamic law. When questioned about the
similarities in calculations of and references to monthly profit rates on the grounds that it
implies association between interest and profit, Islamic bankers point to formal financial
accounting practices that require monthly calculations of ‘internal rate of return’.

In all these accounts, Islamic bankers refer to formal legal framework as inhibiting

Islamic banks in their reply to criticism by moral certifiers or idealists. By deferring to the
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constraints of the legal system that is claimed to be designed for conventional interest-
based financing, Islamic bankers transfer the responsibility for being less than ‘Islamic’ to
the system. Here, in Islamic bankers’s accounts in reply to moral certifiers and idealists,
being within the system is regarded as a handicap that incapacitates these banks to be truly
Islamic.

Islamic bankers’ accounts around these banks’ legal bases and regulations while
interacting with the state are usually tied to being formal and regulated organizations rather
than being constrained by formal law. In these accounts, the formal status and being within
the system is articulated as a positive feature that proves these banks to be legally proper
financial institutions. These accounts almost always include references to Islamic banks’
role as supporting real economy and attracting unbanked funds.

Accounts of this type are especially salient before the early 2000s and usually are in
response to the secular criticism. In these accounts, Islamic bankers emphasized their
formal status as an evidence that they are completely legal, transparent and regulated and as
such cannot be a threat to secular system. These accounts are geared towards depicting
Islamic banks as financial institutions and almost never explicitly challenge secularism as
an ideology.

Unlike Islamic bankers, certified organic producers rarely refer to organic law and
regulations as obstacles to do ‘proper’ organic farming when interacting with moral
certifiers and idealists.This may be due to the content of organic agriculture law. The law
prohibits harmful chemicals and encourage biodiversity. It does not contain any provisions
regarding the use of local seeds or hybrid seeds.

And unlike Islamic bankers, certified organic producers rarely needed to emphasize
their formal status while interacting with the state. Large certified producers and moral
certifiers refer to cooperative relations with the state regarding the legal regulations and
organic agriculture. In these accounts, the state is usually understood to be genuinely
interested in developing the scale of organic agriculture.

However, certified organic producers and moral certifiers do emphasize their

products’ formal and regulated character in their public statements in relation to
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unregulated ‘natural’, ‘local’ or ‘traditional’ labels (NLT labels) that are ubiquitous. I

explain how formal codification was used as separation from similar ventures below.

4.1.4. Formal Codification as Separation from Similar Ventures

Different priorities of industry insiders with respect to legal codification are also
revealed in the issue of separation from similar ventures. Islamic banks were established at
a time with Islamic holdings -businesses that acted as unregulated financial institutions,
collecting funds primarily from Turkish workers in Germany and investing them with the
promise of some return- were prominent in the news media. Organic agriculture, has co-
existed with agricultural production that claims to be natural, local, and/or traditional but
outside of regulation. These unregulated similar ventures have revealed conflicts among
actors in both industries. Idealists have been supportive of some unregulated producers that
they saw as conforming to moral ideals. Moral certifiers have seen them as threats to the
spread and acceptance of the legal forms. Producers have seen them as rivals. Even moral
certifiers and producers, however, have often been unable to speak against them when they
saw them as actors with the same mission or in order not to compromise their relationships
with them.

Unlike current literature on market categories, respondents’ accounts on the similar
ventures in Islamic banking and organic agriculture suggest that industry insiders do not
readily demarcate their industry from similar ventures even if those ventures are perceived
to be causing a conceptual confusion or harming the industry. Some organic producers did
not choose to opt for legal codification for NLT labels while some Islamic bankers could
not choose to clearly differentiate Islamic banking from Islamic holdings in their public
statements. Producers’ multi-layered relations with similar ventures in Islamic banking and
the perceptions of those ventures as being within the same camp in organic agriculture

influenced their ability and motivation to demarcate their industry from those ventures.
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4.1.4.1. Separation of Islamic banking from Islamic holdings

All respondents acknowledged that Islamic holdings harmed Islamic banking and also
acknowledged the silence of industry insiders around these ventures. Given the Islamic
bankers’ perceptions regarding the adverse effects of Islamic holdings on Islamic banking,
why Islamic bankers did not activate sharp boundaries between themselves and Islamic
holdings?

Participants’ accounts point to two adverse effects of Islamic holdings that was
particularly harmful for Islamic banking: First Islamic banking was generally lumped with
Islamic holdings and bore the distrust held to these ventures. Second, Islamic holdings were
also posing unfair competition by distributing profits at rates 25-30% while Islamic banks
could only provide 7%.

Distrust spillover was most harmful in two instances; during the drafting of the 1999
law and opening branches in Germany. Military elites, in a memorandum in 28 February
1997, regarded Islamic holdings as involving pro-sharia activities and demanded that they
should be controlled. In the process, Islamic banking was lumped with Islamic holdings
and, in response to military elites’ request, tried to be disestablished through the draft of
1999 banking law.

In the second instance, Islamic banks could not open branches in Germany where a
substantial Turkish community exists and had an experience with Islamic holdings. One
respondent referred to a feasibility study conducted in Germany to open a branch of an
Islamic bank in 2001 and concluded that it was not feasible to open a branch due to high
distrust to Islamic holdings. The first branch of a Turkish Islamic bank could be opened in
Germany 14 years later in 2015.

However archival data do not include explicit criticisms or concerns of Islamic
bankers regarding Islamic holdings. Islamic holdings were referred in a few instances as
‘unregulated practices’ or ‘wrong examples’ and usually only after 2000 when Islamic

holdings started to bankrupt. Ahmet Ertiirk, assistant general manager of Albaraka Tiirk, in
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his speech in a symposium on the occasion of 15th year of the establishment of Islamic

banking on May 31st, 2000 states that:

“Bugiin artik Bankalar Kanunu biinyesinde faaliyetlerine devam eden ézel
finans kurumlarimin gegtigimiz 15 yullik siire zarfinda zaman zaman yanlis
bilgilenmekten kaynaklanan bazi tereddiitlere ve sorunlara muhatap olduklarini
biliyoruz. Daha ¢ok piyasada ozel finans kurumlari disindaki bazi yanls
orneklerden ve bazi on yargilardan destek alan bu ithamlarin haksizligin
burada vurgulamak isteriz.” (Ertiirk, 2000: 13)

“We are aware that during the last 15 years, special finance houses, which
today are continuing their operations under the Banking Law, have from time to
time experienced some uncertainties and problems rising from misinformation.
We would like to stress here the unfairness of these accusations that stem from
certain prejudices and wrong examples outside of special finance

houses.” (Ertiirk, 2000: 13)

This is an example of how implicit references to secular ideology (certain prejudices)
and Islamic holdings (wrong examples outside of SFHs) usually look like in Islamic
bankers’ accounts in archival data.

Given Islamic holdings’ apparent harms, why Islamic bankers did not activate sharp
boundaries between themselves and Islamic holdings? Respondents’ accounts point to
multilayered relationships between Islamic banking and Islamic holdings as an explanation.
First they were business partners, Islamic holdings were the customers of Islamic banks.
Second, Islamic holdings were perceived as within the same camp, targeted by the same
incumbent secular ideology, and a stance against Islamic holdings could harm them even
more, given the ideological hostility of the period. And third, Islamic banks and Islamic
holdings shared a similar and even overlapped customer base; an explicit stance against
Islamic holdings could have eventually harmed Islamic holdings’ customers and alienated
the customers of Islamic banks.

Similar to Islamic bankers, Islamic scholars I refer to as idealists and moral certifiers
did not publicly talk about Islamic holdings. In the interviews, there were ambivalent
attitudes to Islamic holdings. They were usually acknowledged for their success to mobilize

huge amount of capital but criticized for being not professionals regarding how to use that
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money. Some expressed sympathy and blamed the state’s hostile attitude for bankruptcy of

most Islamic holdings in early 2000s.

4.1.4.2. Separation of organic agriculture from natural, local and traditional labels
and good agricultural practices

Labels such as ‘natural’, ‘local’ and ‘traditional’ (NLT labels) figure prominently in
both archival and interview data as creating conceptual confusion. My respondents pointed
that these labels created much more confusion in the early 2000s but now, they claim, there
is a growing group of knowledgable consumers who wouldn’t be deceived so easily.

There are different views among certified producers, moral certifiers and idealists
about what to do with these labels. My respondent from ORGUDER saw NLT labels as a
bigger problem for conventional rather than organic producers, as organic producers could
differentiate themselves with formal certification. On the same vein, he did not view Good
Agricultural Practices (GAP) as creating confusion for organic agriculture because they
both were defined in the law. However he also mentioned NLT labels should be regulated
by the law.

Moral certifiers have more complicated view of NLT labels and GAP. Some
acknowledged the conceptual problem NLT labels created for organic farming but were
reluctant to advocate legal regulation around these labels. They were very well aware of the
genuine producers I explained in previous chapter in Section 3.3. who follow non-chemical
farming practices but do not have organic label. They believed that any formal regulation of
NLT labels would affect those genuine small farmers negatively whom they saw within the
constituency of ecological agriculture. They believed small farmers are best left outside of
legal regulation as much as possible so that they would have a little more freedom to
operate and survive and that they are not burdened by the bureaucratic requirements of
certification.

However some saw counterfeit NLT producers as creating unfair competition for

those small genuine NLT producers and would prefer a legal regulation on those labels.
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Moral certifiers usually have ambivalent attitudes to the certified Good Agricultural
Practices (GAP) that I explained in previous chapter Section 3.3. They acknowledged that
GAP is creating a conceptual confusion in relation to organic agriculture and highlighted its
odd and unique character by stating that GAP was initiated by large supermarkets and
existed only in a few countries. However, they also saw GAP as a ‘buffer zone’ between
organic and conventional agriculture and potentially as an opportunity to reach out more
producers and consumers for the two reasons. First, it could help raising consciousness
about the abuse of conventional inputs among producers and consumers and second,

providing more affordable choice compared to organic products.

4.2. Alignment in the Legal Space

I explained how different priorities and positions of industry insiders played out in the
formal definition of Islamic banking and organic agriculture above. Beyond just creating
the legal definition, data suggests a separate challenge in the legal creation of
organizational forms: How to make the legal definition of organizational form compatible
with other legal definitions and regulations so that the new form becomes operational? How
to align the new terms and definitions introduced with the new form with related laws and
regulations? And how this alignment process figure in the debates regarding the focal
industry?

This challenge was especially true for Islamic banking because of two reasons. First,
the operation of Islamic banking was directly or indirectly related to several other laws and
regulations, such as income tax law, corporation tax law, procurement law, internal
documents of state-owned economic enterprises, Savings Deposits Insurance Fund (SDIF)
regulation, the regulation of Central Bank of Republic of Turkey (CBRT), and later to
Banking Regulation and Supervision Agency (BRSA) regulation and capital markets law.

Second, the new terms and definitions such as ‘Special Finance Houses’ (vs ‘banks’),
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‘profit and loss accounts’ (vs ‘deposit accounts’) and ‘(expected) profit’ (vs ‘interest’) were
introduced for the first time with Islamic banking and did not exist in the contents of these
laws and regulations.

For example income tax law was including provisions for interest incomes from
conventional banks but not the profit incomes from Islamic banks. What was going to be
the status of profit incomes from Islamic banks and how to decide about tax ratios?
Borrowers from conventional banks could enter the interest debts as expenses in their tax
forms, would it be the same for customers of Islamic banks who were not borrowing money
but participating to loses and profits? When the income tax ratios were lower in favor of
Islamic banks in early 1990s, this was interpreted as an evidence of the government’s lack
of commitment to secular principles in newspaper Milliyet.

Due to provisions in corporation tax law, the invoice obligation in murabaha contract
created double taxation problem creating excessive tax burdens for Islamic banks. Coupled
with operational problems I explained in Section 4.1.2.1., Islamic bankers lobbied for the
invocation of invoice obligation and succeeded in it. This created heated debates among
Islamic scholars and Islamic bankers about the legal definition and implementation of
murabaha on the grounds that it violates Islamic law and still continues today.

Procurement law was referring to banks as the only eligible entities for providing
letter of guarantees. How could Islamic banks formally named as Special Finance Houses
and defined as non-bank financial institutions, provide letters of guarantee and raise their
earnings? Islamic bankers frequently highlighted in their public statements as captured in
newspaper data, that the fact that their letters of guarantee were not accepted is an example
of state’s hostile attitude towards these banks. This problem was tried to be solved briefly in
1996, but continued until 1999 when Islamic banks were included in the banking law.

Internal regulations of all state-owned economic enterprises were referring to
conventional banks but not to Special Finance Houses as the entities to be worked in their
financial dealings. SHFs, defined as non-bank financial institutions could not work with
state-owned economic enterprises that constituted a fair part of Turkish economy before the

large scale privatizations started in early 2000s. This issue coupled with letters of guarantee
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(state-owned economic enterprises were the main customers accepting letters of guarantee)
reflected in the accounts of Islamic bankers as the hostility of the secular system to Islamic
banking.

Another example is the insurance of the funds in Islamic banks. If the contract
between the customer and the Islamic bank is a participation to loses and profits relation,
then should the participation accounts in Islamic banks be insured? And if yes, which risks
the insurance cover? Should the SDIF premium calculations be the same for funds in
Islamic banks and conventional banks? Could the same entity insure the funds both in
Islamic banks and conventional banks? As I explained in Section 4.1.2.1., insurance of
funds in Islamic banks was one of the contested areas among Islamic bankers and Islamic
scholars in terms of its status in Islamic law. Currently SDIF insures both banks and applies
the same premium calculation ratios for both types of banking. According to a recent
Participation Banking Strategic Plan published on May 2015, however, premium
calculation ratios is going to be changed with an amendment to SDIF regulation (TKBB,
2015)

As the new products and definitions are introduced continuously so as the alignment
to incorporate them within the legal space. The recent Strategic Plan announces around 50
legal changes to increase the effectiveness of the products currently in use and to diversify
the product portfolio structure and introduce new products. These legal changes are
comprehensive and effect several laws and regulations such as regulations of SDIF, BRSA,
CBRT and capital markets law.

The alignment process in not unidirectional inflicting changes only in the larger legal
space to accommodate Islamic banks’ products and definitions. There is also an ongoing
alignment among the legal definitions within the legal framework of Islamic banking to
accommodate new products. For example one of the key definitions, the legal definition of
participation fund will be changed to accommodate a new product called wakala. There are
legal changes foreseen for the murabaha contract to accommodate wakala.

There are not explicit events and discussions in organic agriculture arising from the

new legal definitions as it was the case in the income tax law, and procurement law in
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Islamic banking above. However, there were a few examples of legal alignment process to
accommodate organic agriculture within the conventional system. Respondents’ accounts
on how organic farmers’ markets could be opened, and how seed-exchange festivals are
possible provide evidence that there were legal adjustments in larger legal framework to
develop organic agriculture and accommodate the concerns around local seed among
industry insiders.

As I explained in Section 4.1.3.1. the establishment of organic farmers’ markets was
possible because of the amendments to laws on municipalities and trading of fruit and
vegetables. Seedling law prohibits the farmers to sell seeds but a provision makes seed-
exchange among farmers possible. These examples are usually provided by moral certifiers
in the context of state-organic agriculture relations to elaborate state’s interest in developing
organic agriculture. Idealists usually do not refer to the exceptions made in the laws that are
perceived to be helping organic agriculture by moral certifiers. The people I call idealists
usually referred the laws and regulations in the larger legal framework to elaborate how the
system and the state is designed for agribusiness and how specific laws were influencing
agriculture to become an agribusiness. I will discuss the debates around contested practices
such as monoculture production and hybrid seeds in the next chapter within the scope of

moral authenticity.

4.3. Influence of Context on Legal Codification

I explained how the industry participants’ different priorities and the larger legal
space played out in the legal creation of Islamic banking and organic agriculture in the
previous two sections, Sections 4.1. and 4.2. respectively. In this section I explain how the
larger socio-political and economic context influenced the legal creation of Islamic

banking. Data suggest that if the legal change is perceived as a necessity caused by external
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factors, it stirs less contestation among industry insiders compared to legal changes that
happened in the absence of external forces.

The basis of this assertion comes from two instances. First, inclusion within the
banking law of 1999 and second, the establishment of assurance fund in 2001 created less
contestation among industry insiders compared to banking law of 2005 that I explained
above.

In the draft of 1999 law, one of the proposals was to convert Islamic banking into
conventional banking. All respondents agreed that the proposal was reflecting the hostility
of secular ideology of the time fueled by military memorandum in 28 February 1997. With
a successful lobbying, Islamic bankers were able to influence the process and the Islamic
banks were included within the banking law for the first time.

The law of 1999 did not define Islamic banks as a ‘bank’ but put them under the same
regulation body, BRSA as their conventional counterparts. With an amendment to banking
law n. 4389 in 2001, Islamic banks were to establish their own Association as well as
Assurance Fund similar to conventional banks’ Banking Association and SDIF respectively.

As suggested by my respondents and supported by archival data, the dominant view
among Islamic bankers and Islamic scholars was to retain Islamic banks outside the
banking law to keep them distinct from conventional banks. From Islamic bankers’
perspectives, this preference also reflected instrumental concerns; being outside of banking
law provided more flexibility and financial advantages. The inclusion in the banking law
and assurance funds would bring additional financial obligations.

Data suggests that, the political context in the events of military memorandum
starting from mid 1990s raised concerns among Islamic bankers regarding the fragility of
Islamic banking’s legal framework. Islamic banking was regulated with a government
decree and left the ultimate power regarding the fate of Islamic banking to the council of
ministers. Inclusion within the banking law would provide more a secure ground for
Islamic banking as the law, being difficult to change in a whim, would provide more
protection against external hostility. A few respondents explained what it meant to be

included in banking law in 1999 as “being equal to Isbank in terms of legal framework”.
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Isbank is the first bank established in Turkish Republic in 1924 with the order of Atatiirk,
who also provided one fourth of the bank’s founding capital from his personal account.
Accounts regarding the establishment of assurance fund in 2001 provides another
example how the external factors influenced industry insiders’ attitudes towards the legal
change. Parallel to perceptions regarding the inclusion within 1999 law as a necessity to
protect Islamic banks from the ideological hostility of incumbent governments, assurance
fund was deemed as necessary to repair confidence to the Islamic banks after one of them
was bankrupted because of mismanagement in the midst of severe economic crises in 2001.
One respondent who had been in favor of this development explains the establishment of
Assurance Fund as ‘a gift of crises conditions’, and points that discussions around the
appropriateness of the Fund in terms of Islamic law were resolved quickly by referring to

the urgency of the situation.

“Giivence fonu o kriz sartlarimin bize hediyesidir. Kriz sartlarinda
olusturdugumuz bir mekanizmadir o. Ozel finans kurumlarinda esas kdr ve
zarar hesabt oldugu icin, bunun giivencesi olur mu tartismalart da oldu. Ama
bu birkag ay siirdii, en az iki ti¢ ay siirdii. Fakat kriz sartlarim baska tiirlii de
asma imkanimiz yoktu... Bizim kendi aramizda oldu, damismanlar, yani bu ise
olur veren hocalar arasinda, fetva heyetleri arasinda tartismalar da oldu.
Giivence fonu olabilir mi, bu bankalara emanet edilen fonlar garanti edilebilir
mi tartismast oldu ve siiratli bir sekilde bunun olabilecegi neticesine gittik...
Arkadaslardan da uygunluk aldik. Onlar dediler ki, bu giivence fonu olaganiistii
sartlarda fonksiyonel olacak bir mekanizma. Bu neyi garanti ediyor? Allah
gostermesin, bina yikilirsa, banka batarsa, devreye girecek, tasarrufcuyu
koruyacak bir mekanizma. Tasarrufcu tasfiveyi bekleyecek, iste bana bir sey
diisecek, diismeyecek. O sikintidan kurtulsun, bir an once parasina ulagsin,
kiiciik tasarrufcunun tasarrufu korunsun, onun igin bir giivence olsun.”

“The assurance fund is a gift left to us from the time of the crisis. It is a
mechanism that we formed under crisis conditions. Since the basis of special
finance houses is profit and loss calculations, there was debate about whether
there could be a warranty for this. It lasted for a few months, two or three at
least. However, we had no other choice to overcome crisis conditions... We
debated it among ourselves, with our advisors, I mean among the fatwa
committees. It was debated whether or not a warranty fund could be established
and if the funds deposited to these banks could be guaranteed and we quickly
came to the conclusion that this was possible... We got approval from our
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friends (fatwa committees) too. They said this assurance fund was a mechanism
that will be functional only under extreme circumstances. What does this
guarantee? God forbid, if the building collapses, if the bank bankrupts, it will
be activated to protect the account holders. Normally, the account holder will
have to wait for the liquidation; wonder if something will fall to his share. Let’s
save them from this trouble, get them the money as soon as possible, protect the
savings of the small account holder, be a guarantee for them.”

The accounts around Islamic banks’ inclusion in Banking Law in 1999 and the
establishment of assurance fund in 2001 suggest that it was not always possible for industry
insiders to establish clear boundaries between Islamic banking and its conventional
counterpart. Although some Islamic bankers may have preferred to be included in the
banking law anyway, the dominant view was to stay out of it. Similarly, some Islamic
bankers and almost all Islamic scholars were against insuring the funds in Islamic banks on
the grounds that it was contradictory to the participation principle that do not guarantee
even the principal sum. Yet in both cases, the external contexts, political tension and
economic crisis, left no choice for Islamic bankers and Islamic scholars who could have
preferred the status quo.

The legal creation of organic agriculture was less prone to the influence of larger
context compared to Islamic banking. Two explanations seem plausible for this. First,
organic agriculture was much less politicized compared to Islamic banking. There was no
ideological contestation around organic agriculture as it was the case of secularism
criticism around Islamic banking. Second, Turkey from the very beginning exports most of
her organic produces to EU which necessitated to follow EU legislation as a base for
organic agriculture’s legal framework. On the same vein, EU accession process requires
Turkey to comply with EU’s Common Agricultural Policies (CAP) within EU’s acquis
(Avrupa Birligi Miiktesebati) that ties Turkey’s legal framework for organic agriculture

closely to EU’s law and regulations.
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4.4. Discussion and Contributions

In this chapter, I examined the process of creation, definition and incorporation of
Islamic banking and organic agriculture within the legal system. Based on the data, I
showed how industry participants’ different priorities (separation from conventional
counterparts; alignment with the ideal form; ensuring a viable operation; and separation
from similar ventures), the larger legal space and socio-political and economic context
played out in the legal creation and evolution of Islamic banking and organic agriculture.

My findings in this chapter combined with the arguments in the previous chapter
where I explained different sets of actors in each industry address the several limitations in
research on new organizational forms that I identified in Section 1.1.

First, in terms of the actors that influence the formation of new organization forms
and practices, researchers generally examine a few predetermined sets of actors: producers,
state, rivals (generally dominant incumbent producers) and vanguards (generally critics,
activists, enthusiasts and analysts). The inductive examination of influential people and key
events in this study revealed five types of actors that I referred to as state, certified
producers, non-certified producers, moral certifiers and idealists and explicated in detail in
Chapter 3.

What is especially important in terms of theoretical contribution to the literature on
industry formation and evolution is the existence and roles of two groups of actors; moral
certifiers and idealists. Moral certifiers and idealists have no formal roles as defined in laws
or regulations or any formal appointments within any of the producer organizations, but
play a key part in shaping organizational practices and legal frameworks. Both groups
advocate a banking system based on Islamic law or agricultural system based on rules and
models in Nature. In the schema of the previous literature drawing from institutional logics,
social movements or market categories perspectives these actors would be lumped together

as vanguards, critics or gatekeepers (e.g. Kogak et al., 2013; Glynn and Lounsbury, 2005;
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Hirsch, 1972). However, I find that moral certifiers and idealists differ strikingly in their
understanding, evaluation of and effect on the development of the emerging industry.

Specifically, my findings in terms of vanguards highlight a particular role that I
referred to as moral certifiers: Moral certifiers influence the focal industry through two
mechanisms: their informal regulative role (they control whether industry practices are
legitimately ‘Islamic’ or ‘organic’) and moral certification role (they endorse the industry as
a moral enterprise). They are alliances of industry and they want the industry to survive and
grow. Moral certifiers, not only help to common understanding to emerge as commonly
described in relevant literature, but also control and endorse that the common
understanding and practices conform to moral grounds.

What I want to highlight as the most important in terms of theoretical contribution to
literature on new organizational forms is the actors that I referred to as idealists and has not
been explicitly discussed in the previous literature on industry formation and evolution.
Idealists are similar to the moral certifiers in that they are in search for morally informed
alternatives. They have some sympathy for Islamic banking or organic agriculture but they
want these industries to conform to the ideals. They are alliances of ideals. They work to
materialize their ideals either through state by forcing for legal codifications, and standards
on the industry and/or by creating alternative models.

Second, in terms of state and its role in relation to Islamic banking and organic
agriculture, my findings highlight the political and societal factors that influence the state’s
treatment of these industries. Although state is generally conceived as a source of
endorsement or material rewards in the studies of market creation (e.g. Schneiberg and
Bartley, 2001; Wholey et al., 1992 ; Sine et al., 2005), Islamic banking case reveals the
ideological hostility of the state towards these banks. This was also the case in organic
agriculture, albeit to a much lesser extent. Specifically, I provided illustrative examples of
ideological and political contestation around Islamic banking and how it was associated
with political Islam and tired to be disestablished. In the similar vein, respondents in
Islamic banking referred to more favorable treatment of the state after the government was

transferred to the Islamist Justice and Development Party (AKP) in 2002. These findings
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are in line with those few researchers that argue and show that societal level factors and
ideological and political context are influential in state-organizational population or
business relations (e.g. Simons and Ingram, 2003; Ozen and Akkemik, 2012; Bugra and
Savagkan, 2014).

Third, in relation to conventional counterparts, similar ventures and legal separation
from those, my findings highlight the industry specific and societal level conditions that
limited the capacity and motivation of certified producers to invoke sharp distinctions from
other producers. Specifically, in terms of conventional counterparts, unlike current research
claims, certified producers did not automatically engage in activating sharp identities and
devalue conventional counterparts. In terms of similar ventures, multi layered social and
economic relations with and ideological affinity to similar ventures in Islamic banking and
the perceptions of similar ventures as being within the same camp in organic agriculture
limit producers’ ability and motivation to separate their industry from similar ventures. This
is different than the extant research on new organizational forms that implicitly or explicitly
assume producers are capable and motivated to differentiate themselves from the
incumbent or oppositional producers (e.g. Carroll and Swaminathan, 2000; Weber et al.,
2008). My findings suggest that producers in new organizational forms have societal and
relational concerns other than differentiation with respect to incumbent or similar
producers.

Figure 4.1 depicts the main actors and themes as studied in literature on new
organizational form creation from the institutional logics, social movements or market
categories perspectives. Figure 4.2 depicts the main actors and themes as observed in this

dissertation.
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Figure 4.1
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In the next chapter, I present the accounts where the idea of Islamic banking and
organic agriculture is debated mainly, but not exclusively among the people I refer to as

idealists and moral certifiers.
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CREATION OF AN ORGANIZATIONAL FORM AS A MORAL ENTERPRISE

The story of Islamic banking and organic agriculture, and of any new venture for that
matter, could be said to be about aligning the ideal, the theory, with the practice. I discussed
one aspect of that story, the formal codification of the idea of Islamic banking and the idea
of organic agriculture in the previous chapter. I claimed and showed that divergent
positions of the different sets of people I refer to as idealists, moral certifiers and certified
producers regarding legal codification and implementation were the main sources of
contestation about aligning the idea to the formal codification and the practice. 1 also
highlighted the influence of larger legal space and the socio-economic context on the
debates about idea-practice alignment as reflected in the legal codification of both
industries.

In this chapter, I look at the alignment problem more closely by focusing on
conversations mainly between idealists and moral certifiers with the aim of understanding
the nature of that idea. Unlike previous chapter that focused on the alignment between the
idea of the industry and its legal codification, alignment problem that I focus in this chapter
is about alignment to the ideal, the ideal being informed by the alternative codes of, Islamic
law in the case of Islamic banking, and Nature’s rules and models in the case of organic
agriculture.

A big part of my archival data consists of conversations around whether Islamic
banking and organic agriculture are really what they are purported to be. This debate is
fundamentally linked to an ontological question of ‘how real is this thing’ and as such
hinges on the concept of authenticity that is very much concerned with what is genuine and

real. The criterion for assessing the realness of both industries is grounded on the other law,
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Islamic law or Nature’s rules and models as the sources of the moral foundations of these
industries.

The concept of authenticity is generally attributed to Existentialist philosophers of
19th century such as Kierkegaard and Heidegger (Carroll and Wheaton, 2009; Gill, 2007;
Milnes, 2011; Varga and Guignon, 2014; Warnock, 1970) and as such is part of a larger
Existentialist arguments regarding man and his connection with the world. Authenticity in
existentialist philosophy refers to “the necessity for each of us to realize his own
uniqueness” (Warnock, 1970: 55-56) by separating ourselves from all the standards, the
beliefs and prejudices of the society. In this conception, man has possibilities that he is free
to choose and responsible to fulfill. In existentialist conception of authenticity, there is a
strong criticism of rational, impersonal, and objective which is associated with industrial
and modern society as it is understand to be as compromising authentic existence by
promoting competitive relations and role playing (Grazian, 2010; Warnock, 1970). This
conception of authenticity is strongly linked with other common themes in Existentialist
philosophy such as individuality, freedom, subjectivity, autonomy, domination and the
critique of modern with hostility to science, rational and objective and as such it is
essentially political.

Existentialist conceptualization of authenticity has two main aspects that are also
somewhat related: a revolt against industrial/commercial culture and the rise of
individuality (Gill, 2007; Warnock, 1970). The former provides a full account of the
destruction of modern and industrial on individual and local communities and celebrates
features such as origin, essence and purity. The latter highlights features such as connection
to self, intrinsic creativity and self expression and emphasizes individual freedom against
social institutions such as religion.

Authenticity in organizational research is generally linked to the latter aspect.
Organizational scholars usually studied the authenticity within the cultural production and
consumption fields such as country music (Peterson, 1997), blues (Grazian, 2003), self-
taught art (Fine, 2004) and food and restaurants (Carroll and Wheaton, 2009; Johnson and

Baumann, 2007). These studies examine topics such as how authenticity claims are made,
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and how it is linked to status distinctions among consumers. In these studies, it is generally
assumed that authenticity provides some sort of benefit to either producer, consumer or
both, such as recognition, social status and distinction.

The social benefit of authenticity is not something that is salient in its initial
conception by Existentialists philosophers. Authenticity in existentialism is like a personal
moral duty that a man needs to fulfill to truly exist and as such something that needs to be
attained for its own sake (Warnock, 1970). The accounts regarding what I interpret as
related to moral authenticity in Islamic banking and organic agriculture are more aligned
with its existentialist formulation as a moral duty rather than attaining social status and
stratification.

Carroll and Wheaton (2009) distinguishes between two general meanings of
authenticity; type authenticity and moral authenticity. Type authenticity signifies that the
object such as a piece of art or an organization is a genuine member of a category. The
focus in evaluations of type authenticity of a particular object is on whether the object
meets the criteria for inclusion in the type or category. There is an assumption of the
existence of classification criteria that might be more or less consensual.

In the second meaning which is more aligned with the existentialist origins of the
concept, moral authenticity conveys that the producer involved in the establishment of an
object was driven by his own morals and values. In this conceptualization, to be perceived
as morally authentic, values behind the choices should be understood as having primacy
over material rewards in guiding the action.

Carroll and Wheaton (2009) regard these two basic types of authenticity as ideal
types and note that an entity might hold the features of each ideal type. However they also
state “simply conforming to an established type, however morally laden it might be, will
probably eventually become suspect with respect to moral authenticity” (Carroll and
Wheaton, 2009: 271), suggesting that type authenticity may inhibit the perception of moral
authenticity. It is because an established type may attract pure profit-seekers and becomes

questionable regarding the sincerity of morals.

194



According to Carroll and Wheaton’s framework, a financial instrument in Islamic
banking is considered to be assigned type authenticity, if the implementation of that
financial instrument complies with Islamic contractual forms that the jurists throughout the
centuries commonly regarded as valid according to Islamic law. In this sense, the criteria
for inclusion in the type of ‘Islamic financial instrument’ stems from Islamic law. Moral
authenticity of a financial instrument created by an Islamic bank, is evaluated on various
grounds, but usually hinges on the contract’s maksat, i.e. purposes, aims, intentions, and
morals of the form and fitrat i.e. its true nature, and doing what it is supposed to do
according to Islamic law.

I show below in Section 5.1.1. that type authenticity and moral authenticity
evaluations in Islamic banking almost always figure together in data. Contrary to Carroll
and Wheaton’s (2009) suggestion, type authenticity is generally understood as implicitly
ascribing moral authenticity among Islamic scholars. Evaluations of type authenticity of
financial instruments in Islamic banking is highly contested among the Islamic law scholars
and involve discussions of morals and the purposes beyond the features of the form. I
explain below that this is mainly due to different views among Islamic law scholars on
sources and styles of reasoning in Islamic law.

I explain how authenticity discussions figure in the accounts of the people I refer to as
idealists, moral certifiers and Islamic bankers in Section 5.1.2. below. Based on the data I
claim, in Islamic banking two parallel questions regarding authenticity go hand in hand:
what is considered authentic? (i.e. authenticity evaluations of specific financial instruments)
and what is authentic? (i.e. the establishment of authenticity criterion).

In organic agriculture these two questions have more clear answers. Type authenticity
is ascribed by formal organic label. If a product is produced according to organic
production methods defined by law and labeled as organic, then it is considered to be a
member of a category of products called ‘certified organic products’. Thus, in organic
agriculture, the formal law provides the criteria for inclusion in the type of certified organic
products. Since the formal law provides clear criterion to be assigned as organic, type

authenticity evaluations in organic agriculture are much more straightforward compared to
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Islamic banking. And, unlike Islamic banking type authenticity conversations are usually
detached from moral authenticity conversations in organic agriculture.

In contrast to Islamic banking, organic agriculture provides a case where type
authenticity does not necessarily suggest moral authenticity. There are idealists who create
alternative networks of trade outside of the certified organic production and exchange
system supported by moral certifiers. These idealists’ challenges to moral authenticity of
organic agriculture focus on standardization, intermediaries, the infrastructure of
distributional channels and the role of firms in agriculture that are usually discussed in
relation to agribusiness model relying on standardized hybrid seeds and monoculture
production.

Conversations around the morals, values and the principals of organic agriculture is
about alignment to the Nature’s rules and models and being in accord with Nature. This is
similar to Islamic banking, where moral authenticity is generally understood to be as being
accord with fitrat, i.e. conveying ones true nature, and doing what it is supposed to do
according to Islamic law. Thus, I claim, in both industries, the moral evaluations are
grounded on the values and beliefs that stem from the other law, i.e Islamic law, and
Nature’s rules and models that is generally summed up when the phrases ‘being accord
with fitrat’ and ‘being accord with Nature’ that 1 introduced in Chapter 3, are invoked
respectively.

Below I explicate these ideas further by mainly focusing on the accounts of the

people I refer to as idealists and moral certifiers on Islamic banking and organic agriculture.

196



5.1. Islamic Banking as a Moral Enterprise

5.1.1. The Sources of Contestation among Islamic Scholars regarding Islamic Law

As 1 explained in the previous chapter, techniques and properties of Islamic banking
instruments feature prominently in the data. Debates around legal codification and
implementation of contractual forms, whether they exclude interest or not and how they
differ from conventional instruments are persistent in Islamic bankers’, moral certifiers’ and
idealists’ accounts. These discussions are usually carried out in a rather technical manner,
comparing the current application with both its conventional counterpart and its status in
Islamic law and reflect different positions of different sets of actors.

In relation to but separate from the debates regarding formal codification,
conversations of the people I refer to as moral certifiers and idealists include debates
around how to decide a contractual form’s status in Islamic law. Deciding on whether
specific products and services are permissible according to Islamic law is a very
complicated matter. The difficulty arises because of two reasons. First, some concepts such
as interest/usury are highly contested in Islamic law. Although everyone accepts its
illegitimacy according to Islam, there is no consensus on the content and the boundaries of
interest. For example, do returns from state bonds count as interest even though the state is
not an institution established for lending or borrowing money? Or could an interest gain at
the rate of inflation be considered as real interest as it protects the value of money? And
second, most of the modern financial instruments are difficult to be understood from the
perspective of Islamic law, such as credit default swaps, commodity future markets and
foreign exchange options. This complication partly arises due to changing concept of
money; when the core of Islamic law was formed around 8th and 9th centuries, gold or
silver was the unit of value and physically used as money instead of current fiduciary

monetary system where paper currency has no intrinsic value.
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In relation to the sources of the first difficulty, the contestation among Islamic
scholars on concepts such as interest/usury, a brief explanation is necessary regarding
Islamic law. The explanation will also provide a basis to understand the divergent views on
several Islamic banking related topics.

The sources of contestation are grounded in differences among Islamic law scholars
on matters of sources and styles of reasoning in Islamic law. In terms of sources of Islamic
law, some sharia experts insist Quran should be the main source, while others assign similar
weight to sunna (prophet’s words and deeds) and hadith (prophet’s sayings). Moreover
those who accept the sunna and hadith as authoritative sources have to deal with
discrepancies among and within the different collections of hadiths.

Collection of hadiths started in the 8th century, long after Prophet Muhammed died.
Each hadith refers to verbatim quote of the prophet with its isnad, the chain of narrators
which documents the route the narrative has ben transmitted. Hadiths are categorized
depending on their authenticity as sahih (sound), hasan (good), daif (weak) as well as their
discontinuity, however there is no general agreement on these categorizations among sharia
scholars. More complication arises from the four main branches of Islam relying on
different hadith collections as references. Moreover, even commentaries (zesfir) on the
Quran sometimes include references to hadiths.

Some Islamic scholars see the high reliance on hadith in Islamic law problematic, as
one can never be sure of its authenticity. I attended an Islamic law seminar examining the
status of war captives in Islam, and the Islamic Law professor referred to eight main hadith
collections of four branches of Islam during two-hour long seminar and concluded that they
were all wrong according to the Quran. He emphasized the need for ‘explaining Quran with
Quran’ frequently and warned also against the contradictory explanations in some
commentaries of Quran. For him, the authenticity of hadith collections, thus the sunna, was
not to be taken for granted as he thought some of them were clearly against the Quran.

In addition to the different sources, different methods of reasoning are available in
Islamic law to decide on matters where fundamental sources did not provide clear direction.

[jitihad and Qiyas are just two examples of such methods and sharia experts tend to differ
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on the weight they give to those methods. /jtihad refers to individual interpretation based
on acceptable hermeneutic techniques and Qiyas refers to reasoning by analogy where a
new injunction is created based on a known injunction about a case similar to the new
problem at hand. The choice between different reasoning methods comes down to the issue
of limits of interpretation. How much freedom does an Islamic scholar have while
interpreting a new case to reach a decision? ; What is the legitimate balance between
relying on previous rulings and relying on individual reasoning? and How to use classical
figh knowledge that emerged within a specific historical context in relation to current
problems?

The debates around reasoning methods reveal themselves in data around the
discussions of Akil/Nakil (Reason/Transfer) dichotomy, and almost always extends to Sekil/
Maksat (Form/Spirit) dichotomy. Sharia scholars who refer to contextual differences
between the present times and the times of Prophet usually invoke these dichotomies
simultaneously as a criticism for applying a previous ruling as a stencil/template to current
issue at hand without examining the reasoning behind that ruling. Those Sharia scholars
posit that the individual reasoning and interpretation is essential when assessing the status
of current needs and problems according to Islamic law as well as relying on previous
rulings. They criticize the strict application of rulings to current issues as they hold that not
only the form of contracts but maksat, the underlying purposes and realities they serve are
legislated in Islamic law, and as such ‘the spirit” as well as the form needs to be taken into
account in the decision making process.

Identifying the underlying purposes and realities of an original ruling, maksat, is
usually linked to the concept of maslaha, that refers to doing justice and preserving public
interest. However, for some scholars, the principle of maslaha is too worldly, based on the
assumption that benefits and harms in society can be determined objectively and rationally.
Besides, Divine is not necessarily about public interest. Moreover, preserving public
interest is prone to the political influences and as such it is arbitrary and should be invoked

cautiously.
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To be sure, discussions of Akil/Nakil (Reason/Transfer) and Sekil/Maksat (Form/
Spirit) dichotomies are not specific to Islamic banking in Sharia (Islamic law). The concern
with form is persistent in Sharia and there is even a concept called Aile-i seriyye (hiyal) that
refers to making deeds conform to Sharia in form. Hile-i seriyye as a term means
‘legitimate solution’ but usually refers to legalistic stratagems and is highly controversial in
Islam. Traditionally it is used on the realms of alms, preemption, gifts and marriage to reach
an unapproved aim without violating sharia. While some scholars refute the concept as
outright deception, others refer to its role as providing flexibility and helping Muslims deal
with daily problems without outright violation of Sharia. These latter scholars differentiate
among hile-i seriyye depending on its violation of maksat. However, the question of at what
point do legal stratagems become illegitimate remains. Concepts of sekil (form), maksat
(spirit), hile-i seriyye (legalistic stratagems) and maslaha (public interest) usually figure
simultaneously in the debates regarding the contested practices in Islamic law.

This brief information on sources and forms of reasoning in Islamic law is to provide
an insight about the divergent views on the several Islamic banking related topics. There are
different sources and methods to assess Islamic banks’ contracts in terms of their
conformity to Sharia and this leads to differing opinions. In fact, the controversy around
‘interest’ itself is closely linked to Akil/Nakil and Sekil/Maksat dichotomies explained
above. The questions of ‘what constitutes interest’ and ‘how is interest to be avoided’ figure
persistently in archival data from the very beginning of Islamic banks’ establishment to the
present. Prof. Mehmet Gormez, President of Presidency of Religious Affairs of Turkey
(PoRA), in his opening speech in consultation meeting in 2010, explicitly refers to Akil/
Nakil and Sekil/Maksat dichotomies and calls for a need to redefine riba (interest). He

states:

“Burada, toplantimizin adinda da gegen “giincel” ifadesine ozellikle dikkat
cekmek istiyorum. Ashinda riba bildigimiz ribayken, aligveris bildigimiz
alisveris iken, iizerinde tartistigimiz biitiin bu konular: giincel yapan sey nedir?
Bu konu iizerinde biraz durmaliyiz. Giincellik kavrami degisimle iligkilidir.
Yani, problemler eski problemler olmakla birlikte yeni mahiyetler yeni formlar
veni yonler kazanmaktadw. Bugiin yapmamiz gereken sey iste bu degisimi iyi
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takip etmek ve bu degisme “yokmugs gibi” yaklasmamaktir. Hiikiimlerin belirli
bir formu ve ruhu oldugunu nazari itibara alarak, formu tasidigimiz gibi ruhu
da giiniimiize tasimalyiz. Hiikiimlerin ruhu ise hikmet-i tesriin anlasilmasiyla
miimkiindiiv. Baska bir deyisle hiikiim vermek, hiikiimlerin birer sablon gibi ele
alimip bir furi-1 miiteferrika’ya mekanik bir tarzda tatbikinden ibaret degildir.
Hikmete istinat etmeyen bir sekli bir hiikiim, ruhsuz bir bedene benzer. Ayni
ruhu tasiyan bir insamin, zaman igerisinde fiziki a¢idan degismesi ne kadar
tabii hatta zaruri ise hiikiimlerin - “kendi” kalabilmek i¢in- degigebilmesi de o
kadar tabiidir. Sadece sekle itibar edilip maksadin, mananin, gayenin,
magzdanmn ihmal edilmesi seklinde gerceklesen bir faaliyet, “‘fikh” kelimesinin
etimolojisi ile de celismektedir... Zira hepinizin bildigi gibi fikh, dikkatii’l-fehm
olarak ifade edilmistiv. Fikh, zahir otesinde, lafizlarin derununda yatan dakik
manaya ermektir. Oyleyse, madem ki karsimizda “giincel” konular var; bizim
de bilgi ve bakisimizi “giincel” hale getirmemiz son derece onemlidir... Sabit
hiikiim ile degisken vakia iligkisini dikkate almaktan bahsederken, Riba’nin
hiikmii nedir?” sorusunu yeniden sormay: teklif etmiyorum. Zira bu Islam in en
acik sabitlerinden biridir. Fakat “riba nedir ve hangi muameleler ribevidir?”
sorusunu, tizerinde durdugumuz zeminin daha da saglamlastiriimast

bakimindan yanmitlamamiz gereken bir soru olarak giiriiyorum.” (Gormez,
2010: 23-24)

“Here, I would especially like to stress the expression “contemporary,” which
is also in the title of our meeting. While interest is the interest we know, while
commerce is the commerce we know, what is it that makes these topics
contemporary? We should ponder upon this. The concept of contemporariness
is about change. That is to say, while the problems are the old problems, they
take on new qualities, new forms and new trajectories. What we need to do
today is to follow this change well and not approach this change ‘as if it were
not there’. Keeping in mind that judgments have a certain form and soul, we
should carry the soul to the present day just as we carry the form. The soul of
judgments may only be understood by hikmet-i tesri (the reasons of the laws
Allah and the Prophet made). In other words, making a judgment is not solely
about handling them in templates and applying them to furii-1 miiteferrika in a
mechanical way. A judgment only attesting to form without reason is like a body
without a soul. Just as it is natural and even mandatory for a human carrying a
soul to change physically in time, it is also natural for judgments to change — in
order to stay as “themselves”. An activity that only gives importance to form
and neglects purpose, meaning, intention, objective is also contradictory to the
etymology of the word ‘figh’... For as we all know, figh is stated as dikkatii’l-
fehm (a deep and full understanding). Figh is reaching the accurate meaning
lying beneath what is said, beyond what is apparent. So, since we are dealing
with ‘contemporary’ topics, it is vital that we make our information and
perspective ‘contemporary’... As we talk about taking up the relationship
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between fixed judgment and variable cases, I propose not we ask the question,
‘What is the judgment on interest?’, for this is one of Islams most clear
constants. But I see the question of ‘what is interest and which transactions
constitute interest’ as one that should be answered as to further strengthen the
grounds that we stand on.” (Gormez, 2010: 23-24)

5.1.2. Debates over Authenticity

5.1.2.1. Authenticity debates among Islamic law scholars

Without a clear criterion to even judge what is ‘interest’, discussions about the
conformity of Islamic banks’ services and products to Sharia is a persistent theme in the
conversations among Islamic scholars I refer to as moral certifiers and idealists. The
debates are mostly carried through ‘form conformity’ but usually extend to involve the
distinct but related Akil/Nakil (Reason/Transfer) and Sekil/Maksat (Form/Spirit)
dichotomies. Almost all of Islamic banks’ services, products, and practices such as product
promotions, commissions and filing charges, fees for banking services, warranties and
proxies such as letters of guarantee and letter of credit (akreditif), gold and foreign
exchange accounts, credit cards, late payment charges, insurance, and stock market
instruments were all discussed in terms of both their conformity to specific contractual
forms in Islamic law and also their similarities and differences from their conventional
counterparts. Moreover, these debates usually extend to issues of maksat, the underlying
purposes that the products serve.

I interpret these discussions around the conformity of Islamic banks’ processes,
products and contracts to specific contractual forms, in Islamic law as discussions of
assessing type authenticity of the products. These discussions are almost always carried out
with the discussions regarding not only the contents and the properties of the form but also
maksat, i.e. purposes, aims, intentions, and morals of the form. I interpret these discussion

around the morals of the contract in Islamic law as discussions of assessing moral
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authenticity of the products. The discussions of the form and the moral of the contracts are
entangled: Sekil (Form) and Maksat (Spirit) are understood to be distinct but at the same
serving to the one and the same.

Conversations among people I refer to as moral certifiers and idealists are
fundamentally about assessing the type and moral authenticity of products and services of
Islamic banks. Moreover, data suggests there are no consensual criterions to make those
evaluations and the discussions about authenticity are simultaneously about establishing the
authenticity criterions. The following quotes are evidence for tensional entanglements
among type authenticity, moral authenticity and criteria for assessing these figuring in
Sharia scholars’ accounts.

For example, Prof. Ahmet Yaman, the Dean of the Faculty of Theology at Akdeniz
University, proposes a five-step assessment on deciding the conformity of a product to
Islamic law and advises an independent interpretation from the decisions of classical jurists
such as Imam Malik, one of the prominent Sharia scholars of 8th century, as they are
known to be limited in their economic knowledge. He emphasizes that checking whether
the issue contradicts a known and clear injunction in Islamic law should be the last step in

the decision process.

“Ticari iktisadi konularda hiikiim istinbatinin bes adimda sonuglanabilecegi
diisiincesindeyim...Birinci adim, islemin mahiyetinin belirlenmesidir. ITkinci
adim, maksadin tespitidir. Uciincii adim, bu islem ve muamele acaba gergek bir
ihtiyaca mi bagl olarak yapilmaktadir. Dérdiincii adim, acaba bu islemde
haksiz kazang, somiirii var midw;, taraflardan birisinin zayifligindan istifade var
midir yok mudur, bunun tespit edilmesi gerekiyor ve en son adim, besinci adim
da, bilingli olarak bu besinci adimdir, son adimdw;, acaba konuyla ilgili sarih,
kati bir nass var midw, bir nasa aykirilik soz konusu mudur? Oncelikle
mahiyetin tespiti 6nem arz ediyor, islemin ne oldugu ve hangi hukuki terimin,
fikhi terimin altinda ele alinacagi, eger yeni bir islemse bu hangi hukuki
kavramlarla izah edilebileceginin tespiti onem arzediyor...Adint koyarken
acaba klasik fukahamizin tespitlerinden mi hareket etmeliyiz, yoksa onlardan da
istifadeyle bagimsiz bir tespitte mi bulunmaliyiz sorusuna acizane bendenizin
cevabt ikincisidir. Yani fukahamizin tespitlerini goz oniine alalim, onlardan
istifade edelim, varlik sebebimiz onlardir, tamam fakat biz onlardan bagimsiz
olarak bir tasavvur tespitine, bir mahiyet tespitine ¢alisalim, zira klasik
Sfukahamizin icerisinde mezheplesmis olanlar da dahil olmak iizere piyasay: ne
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kadar tamdiklarindan, pazar: ne kadar bildiklerinden emin olmadigimiz isimler
vardiwr.” (Yaman, 2010: 297)

“I believe that reaching a judgment call on commercial and financial subjects
can be completed in five steps... The first step is the determination of the scope
of the transaction. The second is designating its purpose. Third, is this
transaction and treatment based on a real need? Fourth step, is there
undeserved gain, exploitation, in it? Is one of the sides benefiting from the
others weakness, this needs to be determined, and the last step, the fifth one,
which is consciously the last step, is there an clear, a fixed judgment concerning
the subject, is there conflict with such a judgment? First of all, the
determination of the scope is very important. What is this transaction and under
which legal term, term of figh is it going to be handled, if it is a new type of
transaction, which legal concepts can it be explained under?... While giving it
a name, should we move on the evaluations of our classical figh scholars or
should we make an independent one using their guidance? My humble answer
to this question would be the second way. I mean, we should bear in mind the
evaluations of our figh masters, make use of them for they are the reason of our
existence, but we should attempt a contemplation, an evaluation independent of
them, for there are names among the classical figh scholars that we are not
quite sure know the market, the marketplace enough, including the ones who
have sectarianized.” (Yaman, 2010: 297)

Prof. Servet Bayindir, and Islamic law professor at Istanbul University and a member
of Advisory Board of an Islamic bank highlights the role of formal law on deciding the

appropriateness of product in Islamic law. He states:

“Finansal tirtinlerin hukuki-fikhi vasfinin belirlenmesinde benim teklifim 4
kriterin esas alinmasidir. Bir, bu islem bugiinkii hukukta gercekten nedir? Iki,
fikhi hiikmii nediv, mesru mudur degil midir? U¢, bu muhasebede ne diye
kaydediliyor? Muhasebe kriteri de dikkate alinmalidir. Dérdiincii olarak da
makasit konusudur. Ciinkii finansal itiriin diye bir paket olusturuluyor. Bunlar on
tane yirmi tane ayri sozlesmeden ibaret olabiliyor. Sozlesmelere teker teker
baktiginizda her biri megru goériiniiyor ama bir bakiyorsunuz sonug fikhin hig
de arzu etmedigi, mesru gormedigi bir sey. Bolayisiyla bu kriterlerin dikkate

alinarak finansal iiriinlerin gelistirilmesi gerektigi kanaatindeyim.” (Bayindr,
2010: 317)

“I propose that 4 criteria be taken into consideration in the determination of
the legal-figh functions of financial products. First, what is this transaction in
terms of today s law? Secondly, what is its judgment in figh, is it licit or not?
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Third, what is it recorded into accounting as? And fourth, what is the purpose?
Because they form a package called financial product. These can be made up of
separate ten, twenty contracts. When you look at each contract separately, they
seem licit but when you look at the outcome, you see that it is something figh
does not wish, does not find licit. Therefore, my opinion is that financial

products be developed taking these criteria into consideration.” (Baywndr,
2010: 317)

He insists on a proper formal codification for Islamic banking products to be
authentic. In another context, he states that proper formal codification of Islamic banking
contracts is prerequisite to prevent the improper implementations that are against the
Sharia. His concerns with proper formal codification is about aligning the implementation
with the discourse of the product; since the formal law is legally binding, a proper formal
codification based on the contractual forms in Islamic law would align the implementation

with the discourse of the product. In another context he states:

“Her iktisadi eylemin, tiretiminden, pazarlamasina, tiiketimine, alim satim,
riba, selem, icare, miidaraba, miisareke, sozlesmeler, bin bir tiirlii sozlesme var.
Bu her birinin de kendince bir fitrati, bir dogasi, bir kanunu var. Yani H2O su
var hepsinin. Her biri iste, Islam su caizdir dedigi zaman, onun dogasina
bakmustir, ... ondan sonra hiikmiinii vermistir. Simdi, alim satim caizdir, niye
¢linkii o isin dogasina bakvyor. Doga, toplum, insanlik alemi icerisinde oynadig
iktisadi role bakiyor, birincisi bu iktisadi rol. ‘Ikincisi; fakat iki insan bunu
yaptigr an bir de hukuki bir eylem ger¢eklestirmis oluyor. Bunun bir dogasi var,
iktisadi dogasti var, bir de hukuki tarafi var bunun. Hukuk karsisindaki durumu
var. Uciinciisii; sadece iktisadi yapisi, dogast ve hukuku yetmiyor, iigiincii
olarak bir de bunun artik insanoglu bunu kaydediyor. Kaydederken, dogasina
bakarak kaydediyor zaten, muhasebe kaydi. Bu dogasina bakaraktan. Dérvdiincii
olarak da; tamam dogasi, hukuki yapisi, kaydi ama bir de disaridan, biz nigin
giristik, amaclart neydi, maksatlart neydi, nihai anlamdaki maksatlar: neydi,
orada dikkate alinyor. Simdi, ben diyorum ki,... Islami veya neyse finansal
tirtin, bir finansal iiriin nedir, burasi caiz midir, degil midir?, hakkinda karar
verebilmek icin bir fitratina bir bakilim. Fitrati iktisadi tarafimi yansitir.
Iktisaden bu hangi rolii oynuyor, insanhk aleminde? Ikincisi; peki hukuk yarin
iktisadi eylemi yaptilar, ama sag olsun ihtilaf ¢ikti arada, hukukun oéniine
gittiler....Yani fikih, disaridan baktiginiz zaman, fikih bir olayin caizdir veya
degildir derken, genel anlamda baktiginiz zaman, dedigim gibi hukukun
karsisina bu adam gittigi zaman, buna ne der hukuk? Muhasebede ne der,
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sunda ne der ve en nihayetinde de kalbi olarak ne der, ona bakar, caizdir veya
degildir der.”

“Every economic action, from production to marketing, consumption, interest,
selem, ijarah, mudarabah, musharakah, contracts, there are thousands of
contracts. And each of these has a fitrat, a nature, a law of its own. [ mean each
has a H2O. With each of these, when Islam declared them licit, it looked at their
nature, ... and then gave its judgment. Now, buying and selling is licit. Why?
Because it looks at its nature. It looks at the economic role it plays within
nature, community, humanity; the foremost is this economic role. Secondly,
when two people involve in buying and selling between them, they enact a legal
action. There is a nature, an economic nature and then there is this legal side;
its situation in the scope of the law. Thirdly, not only the economic structure, its
nature, and legality are not enough, humankind also records it. When he does,
he does it according to its nature, accounting records. Looking at that nature.
And fourthly; its nature, legal structure, records are all okay but why we got
into this, what was their intention, what was their final intention, that is also
considered. Now, I say, ... Islamic or whatever the financial product, when we
decide whether it is licit or not: Let us look at its fitrat to give judgment on it.
Its fitrat reflects the economic side. What role does it play for humanity
economically? Secondly; okay, they went into economical relations, but they
had a conflict, they went to the law... I mean figh, when you look at it from the
outside, when figh says something is licit or illicit, when you look at it
generally, like I said, when this man goes in front of the law, what does the law
say? What does it say in accounting and, what does it say from the hearth, that
is what it looks at, it says licit or illicit.”

He invokes, the specific natural character, fitrat, of economic transactions and states

that the formal law and the accounting practices should be reflection of that fitrat. His

argument is about being true to natural character and that’s why I interpret his discussion on

formal law and reaching an Islamic ruling as related to type and moral authenticity.

Prof Dr. Rahmi Yaran, Islamic law professor at Marmara University who is currently

serving as mufti of Istanbul, posits a two-step process for deciding on a ruling about a
financial instrument in Islamic law. First step is based on its fitrat that is derived from
Quran and sunna. If it is not permissible in Quran and sunna then the action is prohibited.
But if permissible, then several other contextual and subjective criterions such as macro
stability and necessity are considered and the final ruling is reached. He separates

permissibility of an action based on its fitrat from its context. If an action is prohibited by
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fitrat, then it is always prohibited. But if its permissible by its fitrat, it may still become
prohibited depending on several contextual conditions such as market stability. In this
conceptualization, Islamic law and ruling is dynamic, subjective and flexible, as are the

criteria used to evaluate an action.

“Once islemin mahiyetini tespit ederiz. Bu isleme karsi naslarda aykirr bir
durum var mi, bunu tespit ederiz. Eger aykirt bir durum yoksa bu islemle ilgili
genel hiikmii veririz. Bu iglem mubahtir deriz. Bir nevi liaynihi bir aykirilik yok
demektir burada. Sonra diger maddeler tabi ki 6nemli, onlart da bundan sonra
devreye sokariz. Kredi talebinde bulunamin maksadi nedir, ihtiyag¢ var mi,
somiirii var mi, istismar var mi bakariz (buna baska seyler de ilave edilebilir)
sorularina bakariz. Bunlardan dolayt (ligayrihi, yani bir baska harici sebepten
dolayr) onlart uygun gormeyebiliriz veya bu sekilde uygun gormemeler o
devirde olur, gecici olabilir, daha sonra bunlar gecer. Farz edelim piyasa
istikrart agisindan, onemli bir donemden geciliyordur, bunlar yasaklanabilir
ama daha sonra da tekrar serbest birakilabilir.” (Yaran, 2010: 328)

“First we identify the scope of the transaction. We specify if there is a conflict
in the judgments against this transaction. If there is none, we give a general
Jjudgment for the transaction. We declare the transaction acceptable. In a way it
means that there is no liaynihi (haram in its nature) conflict. Then the other
articles are also important, we put them into action after this. What is the
purpose of the person who is requesting the debt, does he need it, will he exploit
it, is there abuse and such? Because of these (ligayrihi, i.e. owing to an external
factor) we might not find it suitable or this kind of an inappropriateness might
be for that period, it might be temporary, it might pass in time. Let's say we are
going through an important period in terms of economic instability, it might be
forbidden but in time it may be permissible again.” (Yaran, 2010: 328)

Prof. Besir Goziibenli, Islamic law professor at Gazi University, highlights the
necessity of identifying specific criteria for each financial product. He points to
contradictions that the practice of Nakil (Transfer) creates. For example conventional credit
is usually mapped to karz relation in Islamic law but the contractual form of karz in Islamic
law is not appropriate proxy for conventional credit in terms of either form or spirit. First
there is no possibility to set a certain payment date in karz relation and second originally
karz refers to providing credit for the purposes of helping someone without expectation that

the payment will be done eventually. It is basically a grant on goodwill, not a financial
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instrument. Goziibenli criticizes the prevailing practice of finding Islamic analogies to
conventional products and presenting those as transfers (such as from karz to credit) rather
than creating new financial instruments from scratch, basing them entirely and from the

beginning on Islamic sources.

Bir kere ilahiyat¢ilarin kendi icinde ya da fikih¢ilarin kendi icinde
¢ozemedikleri pek ¢ok problem oldugunu ifade etmek istiyorum oncelikle...
Bunu ifade ederken, katilim bankalariyla ilgili olsun diger konularla ilgili olsun
bizim bazi kriterleri netlestirmemiz gerektigini belirtmeyi hedefliyorum
oncelikle ... Bunlarla (katilim bankalary) ilgili bir kere, kredi midir, bunlarin
verdigi islemlerde, yaptigi islemlerde kredi kullaniliyor mu veya biz faizle ilgili
tahlillerimizde kredi konusunu fikihta nereye oturtacagiz? Hemen ilk basta tabi
ki ‘karz var ya’denilecektir, ama karzin krediyle ayni olup olmadigi ve bugiinkii
anlamda ticari kredileri karsilayip karsilamadigr hiikiimleri bakimindan ariz-
amik (enine boyuna) konunun uzmanlar: tarafindan tartisilmasi gervektigini
diistiniiyorum. Karz bizde tamamiyle teberru (karsiliksiz yardim, bagis)
maksatl ilk baslangicta, yani bugiinkii hukuk literatiirii ifadesiyle adi karzi,
miicamele duygusu, yani yardim duygusuyla yapilan giizellik, giizel davranma
duygusuyla yapilan iglemleri kapsiyor. Karzda fikhen, ozellikle Hanefiler
agisinda soyliiyorum, bir vade belirleme sansimiz var mi? Fikih kitaplarinda
bir¢ok fetva kitabinda karzda vade belirleseniz fazla 6dememis olsaniz bile
bastan faize girersiniz diye bir kural var... Bir kere bizim faizle ilgili
tahlillerimizin temellendirilebilmesi icin karz basta olmak iizere, birtakim
akitlerle ilgili temel esaslari ortaya koymamiz gerekiyor... Peki bu konuda
hangi yontem takip edilecektir... Simdi dogrudan dogruya ayet ve hadislerden
veni finansman yontemleri veya islemler mi gelistirilecektir, biitiiniiyle yeni,
yoksa mevcut yapilabilen islemlerin su anda mevcut islemlerin, bankacilik ve
finansal islemlerin fetva kitaplarinda veya fikih kitaplarinda verilen fetvalara
uyarlanmast mi yapilacaktir? Takdir edersiniz ki bu gegis stireci icerisinde bu
agirlikly olarak uyarlama isi yapiliyor.” (Géziibenli, 2010: 311-312)

First of all, I would like to state that there are a lot of problems that
theologians or figh scholars cannot solve among themselves. In saying this, 1
am primarily aiming to state that we need to clarify some criteria concerning
participation banks as well as other subjects... About these, first of all, are they
credit loans, is credit being used in the transactions they give, in the
transactions they make or where are we to put the subject of credit in our
assessments of interest within figh? Without hesitation they will say, ‘Well, there
is karz’, but I believe that experts of the topic should argue in scientific depth
whether karz is the same as credit and whether it consolidates commercial
credit loans of our day. Karz was at first used completely for donation
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purposes, that is to say in today’s legal terms adi karzi, and encompasses
feelings of solidarity, a deed done with the feeling of aid, actions done with the
feeling of good deeds. According to figh, and especially from the perspective of
the Hanafi, do we have the chance to set a due date in karz? In figh books and
in many fatwa books, there is a rule that says that if you set a due date, even if
you do not pay more, you will have entered into interest from the start... First of
all, in order for our assessments to be grounded, we need to lay down the basic
principles of some contracts, mainly that of karz... But which method should we
follow?... Now, are we to develop new, completely new financing methods or
transactions directly from Quran verses and hadiths, or are we to adapt
currently available transactions, banking and financial transactions to the
fatwas given in the fatwa books or figh books? As you might have thought, in
this period of transition, mainly the adaptation method is adopted.”(Géziibenli,
2010: 311-312)

And some scholars highlight the importance of Islamic customs and traditions while
finding solutions to problems that are not explicitly discussed in Quran and sunna.
According to Prof. Yunus Apaydin, Islamic law professor at Erciyes University, cultural
heritage of Islamic civilization should be guiding in dealing with current problems as it is
this cultural heritage that connects Muslims to their roots. As such his statement represents
the ideas that put more weight on the role of customs and traditions than independent

interpretation of current problems and the imagination of solutions.

“Bir de problemlerin ele alinig tarziyla ilgili bir -iki sey séylemek istiyorum.
Simdi 14 asirlik bir medeniyetin bir halkasiyiz. Bunu hi¢hir zaman
unutmamamiz gerekiyor. Hatta Islam medeniyetini belki fikih medeniyeti olarak
nitelendirsek ¢ok abartmis olmayiz. Dolayisiyla karsilastigimiz meselelere
¢oziim tiretirken, bu medeniyetin bir halkast oldugumuzu asla gozden irak
tutmamamiz gerekiyor. Bunun soyle bir anlami var: Sadece iizerinden 14 asirlik
medeniyeti ve birikimi bir kenara birakarak herhangi bir sorunu ¢ozdiigiimiiz
zaman, bu medeniyet ile olan baglantilarimizin biraz zayif kalacagini
diistintiyorum. Dolayisiyla, oradaki birikimden hakikatten gerektigi sekilde
istifade etmek lazim” (Apaydin, 2010: 698)

“I would also like to say a few words on how we handle problems. Now, we
are a link in a civilization that has been around for 14 centuries. We should
never forget that. And we would not be exaggerating if we called the Islam
civilization, the figh civilization. Therefore, when we are solving the problems
before us, we should not lose sight of the fact that we are a link of that
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civilization. What this means is: when you solve a problem by putting aside 14
centuries of civilization and accumulation of knowledge, you weaken your
bonds to that civilization. Therefore, we should truly make use of this
accumulated knowledge.” (Apaydin, 2010: 698)

In similar accounts to those above form and spirit of various financial instruments
figure simultaneously as distinct but entangled issues. In all of these, it is argued that form
of a contract needs to reflect and enable the true spirit of the contract. Without serving the
underlying purpose, form conformity is deemed useless, yet it is also implicitly assumed
that through correct form, the underlying purpose can be served. In a way, type and moral
authenticity is conceived as one and the same yet they are understood to be distinct. It is
like human body and spirit, the metaphor above that Prof. Mehmet Gérmez, President of
PoRA, used regarding the Sekil/Maksat (Form/Spirit) debate in his opening speech. The
sprit is understood to be constant and related to fitrat thus it is substantial to keep the spirit,
but form, like human body changes. The question is how much a form can legitimately
change to keep its original spirit? I interpret the discussions around Islamic banks’ products
and services to be fundamentally linked to this question. The discussions around contested
practices are generally in the form of;, How to implement murabaha so it is indeed a
commerce?; How to deal with late payment fees so it is still not interest?; How to
implement insurance, so it is indeed about solidarity? that are all related to the Form/Spirit
entanglement that I interpret as reflecting type authenticity and moral authenticity
dynamics.

The discussions of Form/Spirit are further complicated because, continuing with Prof.
Gormez’s human metaphor, the ‘body’, unlike human body, has no clear, consensual
features and the ‘spirit’ is too distant. Thus assessments of products and services in terms of
sekil (form), maksat (spirit), and their compatibility to ‘body’ and ‘spirit’ are usually carried
out with discussions of features and qualities of ‘body’ and ‘spirit’. That’s why I claim
authenticity assessments in Islamic bank are simultaneously about establishing authenticity

criterions.
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To be sure, I do not claim that the example quotes above on the discussions regarding
criterions to be used while evaluating financial instruments of Islamic banking reflects the
complete and comprehensive views of all Islamic scholars. I provide these examples to
provide evidence on my arguments about first, concurrent criterion discussions along the

evaluations of Islamic banking and second, the references to fitrat.

5.1.2.2. Authenticity debates between Islamic bankers and Islamic law scholars

The discussions of authenticity assessment and authenticity criterion are prominently
figure in the accounts of people I refer to as moral certifiers and idealist as I explained
above. Lacking figh knowledge, Islamic bankers’ involvement in the discussions of specific
forms and their injunctions in Islamic law are rather limited. However, Islamic bankers are
actively involved in authenticity discussions. In replying to authenticity criticisms of
Islamic scholars, i.e. the challenges regarding compatibility to Islamic law both in form and
spirit, Islamic bankers draw attention to: the current realities and what is workable within it;
juridical plurality in Islamic law and the transitionary nature of Islamic banking; and
symbolic meaning of Islamic banking that resonates with larger social and political

concerns of moral certifiers and idealists.

5.1.2.2.1. Workability/feasibility

Islamic bankers are very well aware of the disputes among Islamic scholars over Akil/
Nakil (Reason/Transfer) and Sekil/Maksat (Form/Spirit) dichotomies and usually refer to
legal framework and the present conditions as obstacles for strict adherence to form. The
constrains due to legal framework and the present conditions are usually referred as a
matter of fact manner in response to Islamic scholars’ criticisms regarding improper

implementations without directly challenging the validity of such criticisms. I already
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explained how Islamic bankers use legal framework as a shield while interacting with
moral certifiers and idealists in response to the their challenges in previous chapter in
Section 4.1.3.2.

Islamic bankers sometimes do challenge the validity of type and moral authenticity
criticisms and when they do they usually highlight ‘unworkability’ of those views because
they ignore the current realities. For example, the criticism about high reliance on
murabaha is not valid because it ignores all the realities regarding larger legal framework,
economic institutions, macro economic conditions, institutional capabilities of both Islamic
banks and private firms and the preferences and attitudes of modern Muslims.

In these accounts type and moral authenticity challenges of Islamic scholars are
sometimes fired back with the same authenticity challenge to the larger Muslim community.
Muslims are blamed for insisting on strict forms in Sharia while mentally and morally
following the norms of modernity. Even the very preference of form over sprit is regarded
as the reflection of modern mentality that values appearance over spirit.

To be sure, direct challenges to Muslims’ preferences and behaviors are rare in the
accounts of Islamic bankers’ and moral certifiers. And such criticisms are usually
incorporated in the larger criticisms of modernity and its influence on human mind and
behavior. According to these accounts, a judgment based solely on Sharia knowledge
disregarding current conditions creates unworkable suggestions. Instead Sharia experts
should explore other ‘technically applicable’ and ‘ethically appropriate’ options in Islamic
law while taking social, psychological and cultural realities into account. Ahmet Ertiirk,
then assistant general manager of Albaraka Tiirk puts these arguments succinctly in his
article published in a symposium book on the occasion of 15th year of the establishment of

Islamic banking on May 31st, 2000:

“Faizsiz bir iktisadi hayatin en temel miiessesesinin “mudaraba ortakligi”
oldugu kabuliinden hareketle Tiirkiye deki faizsiz finansman tecriibesine elestiri
yoneltenler, tasarruf sahiplerinden fonlari yine mudaraba esasinda toplayan
Tiirkiye uygulamasinin bu fonlart kullandirirken mudaraba’yr fazla tercih
etmemesini tartisma giindeminin en basina oturtmuslardir. Bu elestiride iki
unsurun ne kadar dikkate alindigi siiphelidir: birincisi, mudaraba’nin
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geleneksel yorumunun modern ekonomi sartlarindaki tatbik kabiliyeti; digeri,
objektif (ekonomik sartlar) ve siibjektif (miitesebbislerin tercihleri) unsurlarin
“ortaklik’tan ¢ok “finansman’1 hakim fonksiyon haline getirmesinin kurumsal
ve fonksiyonel etkisi. Bu unsurlart dikkate almanin, sadece geleneksel ticari
formlarin fikhi dayanaklarint bilmekle sinirli olmayip iginde faaliyet gosterilen
modern ekonominin sartlarini, tabi olunan pozitif hukuk normlarin ve iktisadi
aktorlerin tercih ve davranis kaliplart ile bunlarin ardindaki motifleri de iyi
analiz etmeyi gerektirdigi aciktir. Faizsiz finans kurumlarimin bu verili sartlart
degistirme giicii yoksa ne yapmasi gerektigi sorusu, son tahlilde varilacak olan
sorudur. Bu soruya cevap ararken bulunabilecek ¢ok sayidaki tarihsel ornegin
hem “teknik olabilirlik”, hem de “etik uygunluk” agisindan giindemin bagina

oturtulmasi, tartismamn daha verimli yonlere kaymasina katkida bulunacaktir.”
(Ertiirk, 2000: 146)

“Acting on the recognition that the fundamental principal of an interest-free
economic life would be “mudarabah partnership”, people who have criticized
the interest-free financing experience in Turkey have put the fact that
implementation in Turkey, that gathers funds from savings owners based on
mudarabah principals, does not prefer mudarabah when placing funds, to the
top of the agenda. It is doubtful whether two factors are taken into
consideration in these criticisms: first, the applicability of the traditional
interpretation of mudarabah in modern economic circumstances, and two, the
corporate and functional effect of the fact that objective (economic
circumstances) and subjective (the choices of the entrepreneurs) factors make
“financing” rather than “partnership” the leading function. It is clear that in
order to take these functions into consideration, one needs not only to know the
figh foundations of traditional commercial forms but also analyze well the
modern economic conditions where business is transacted, the positive legal
norms that are relied on and the behavioral patterns and preferences of
economical actors and the motives behind these. The question concerning what
interest-free finance houses should do if they do not have the power to change
these given conditions is one to be reached at the final phase. While searching
for an answer to this question, putting many of the historical examples to the
top of the agenda in perspective of both “technical applicability” and “ethical
appropriateness” will aid in taking the debate to a more productive

flank.” (Ertiirk, 2000: 146)
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5.1.2.2.2. Juridical plurality regarding Islamic law

Some Islamic bankers refer to differing judgements of Islamic scholars on certain
applications in response to authenticity criticisms. According to these accounts, it is not
possible to reach full consensus in every aspect of Islamic banking anyway because even
the fundamental principles regarding interest is not fully determined. Islamic banking is
usually referred as a ‘trial’ or ‘transition phase model’ in these accounts with a note that
Islamic scholars should base their judgements on this realization. According to these
accounts, what is important is trying to learn and improve the model along the way and
authenticity discussions should serve to this purpose and be welcomed to encourage this
evolution. In these accounts, authenticity challenges and criterion discussions should and

would guide the development of Islamic banking instead of hamper its development.

5.1.2.2.3. Symbolic meaning of Islamic banking

Another common reply of Islamic bankers to authenticity challenges that may
occasionally figure in the accounts of moral certifiers as well, is the ‘symbolic’ importance
of Islamic banking. According to these accounts, judgements based solely on technical
functions and appropriateness of Islamic banking to Sharia is not adequate; Islamic banking
represents more than financial institutions. First, Islamic banking is a reply to modernity
and secularism and puts the sacred fundamentals instead of secular principles on the
foundations of economic relations. Second, it is one of the rare contributions of Muslims to
civilization in a long time. Third, Islamic banking has a pioneering role that enables and
inspires Muslims to find creative ways to live in modern and secular systems without
contradicting their beliefs. This argument is sometimes elaborated in terms of freedom,
social justice and equality. Islamic banking is framed as a right for Muslims to participate in
economic activities without a need to choose between their religion and their social and

economic well-being. All of these arguments refer to social recognition and welfare of
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Muslims that resonate highly with the concerns of all the people I refer to as moral
certifiers and idealists. Ertiirk encourages emphasizing and analyzing this aspect of Islamic

banking for its adequate judgement and thorough appreciation and understanding.

“Vurgulanmasi gereken husus faizsiz finans yontem ve araglarinin yukarida
degindigimiz geleneksel fikih literatiirii iginde ne Odlgiide mesru olarak
goriildiiklerinden ¢ok, modernitenin ‘secular’ mesruiyet anlayisina karst ilahi
kaynakly bir etik 6gretiyi mesruiyetin temeli yapma niyet ve arayisinin tiriinii
olmalaridir... Tiirkiye 'deki faizsiz finansman tecriibesini sadece tarihsel
semalara uygunluk agisindan degerlendiren elestirilerin ¢okluguna mukabil bu
tecriibenin, modernitenin meydan okumasina verilen bir ahldki cevap olarak
degeri ve anlami konusunda yeterli analizlerin bulunmamasi, ciddi bir eksiklik
olarak goriilmelidir. Cercevesini modern sartlarin belirledigi bir faaliyet
alanminda gelenek ten medet ummanin kiymet-i harbiyesi konusunda yapilacak
sosyo-ekonomik ve tarihsel analizlerin meseleye daha fazla 51k tutacagi
agtktir. " (Ertiivk, 2000: 140,146)

“The point that needs to be emphasized is not the level of legitimacy of
interest-free financial methods and tools within the traditional figh literature
mentioned above but more the intention and search for replacing the
modernity’s ‘secular’ understanding of legitimacy with an ethic doctrine
stemming from divine source... The absence of analysis of Turkey's interest-free
financing experience from the perspective of its value and meaning as a moral
answer to modernity’s challenge against the multitude of criticism that
evaluates it only based on historical schemes should be seen as a major
drawback. It is clear that socio-economic and historical analysis on the
importance of appealing to tradition (tradition is vaguely referring to practices
of Prophet) in an area of activity defined by modern circumstances will shed
more light on the matter.” (Ertiirk, 2000: 140,146)

Prof. Sabri Orman, one of the leading Islamic economics scholars states that Islamic
banking represents the normalization of economic and political systems in Turkish context
that strayed from its historical course dramatically with her modernity project that

disregarded the realities and sensitivities of her people. He claims Islamic banking is a step

for Turkey to make finally a peace with its Islamic roots.

“Bu kurumlar, bir yandan Islam Medeniyetinin uzun zamandan beri ¢cagdas
medeniyete yapabildigi nadir katkilardan birini temsil ederken, diger yandan
tarihe nasil yaklasilacagi ve ondan yapici ve yaratict bir gsekilde nasil
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yararlanilabilecegi konusunda ogretici bir érnek teskil eder... OFK, ideolojik,
doktriner veya epistemolojik bir gérme bozuklugunun iiriinii olan vahim bir
politik iktisat hatasindan kismi bir doniisii ifade eder ... Tiirkiye baglaminda bu
kurumlar, hem iktisadi sistemin ve politikanin normallesmeye olan ihtiyacini,
hem de normallesmeye dogru atilmis kiiciik, iirkek ve belki arizi, ama yine de
onemli bir adimi temsil eder.”(Orman, 2000: 131)

“These establishments, while on the one side come up as one of the rare
contributions of the civilization of Islam to modern civilization, on the other

side constitute a didactic example on how to approach history and make use of

it in a constructive and creative manner... SFHs represent a partial comeback

from a political economic fault stemming from an ideological, doctrinal or

epistemological visual impairment... In the context of Turkey, these
establishments represent the need of normalization for both the political and
economic systems and a small, hasty and maybe accidental, but still a very

important step towards normalization.” (Orman, 2000: 131)

I interpret accounts similar to two quotes above that highlight social and political
importance of Islamic banking as raising the ‘symbolic importance’ of Islamic banking in
reply to authenticity criticisms.

All these accounts raising workability/feasibility, juridical plurality, and symbolic
importance arguments were in reply to challenges regarding the appropriateness of Islamic
banks’ products and services in terms of Islamic law. And, these accounts usually directly
or indirectly criticize the arguments that emphasize strict adherence to contractual forms.
Islamic banking in these accounts, is a search away from modernity and all that it brings
like capitalism and secularism. In these accounts, focusing on technical details of
contractual forms in Islamic law misses the bigger picture about what Islamic banking

represents thus, Islamic banking should not be taken solely as a religious or financial

phenomenon while judging its authenticity.
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5.2. Organic Agriculture as a Moral Enterprise

5.2.1. Type Authenticity and Formal Certification

Organic law and regulations define a clear set of rules for a production method and
the product to be labeled as organic. Organic-certified food is considered to be a member of
category of foods that are produced and labeled according to those rules. Thus, formal
certification in organic agriculture ascribes products with type authenticity. As I explained
in previous chapter in Section 4.1.1.2, industry insiders understand the organic production
method as clearly defined and distinct from conventional methods. Thus unlike type
authenticity of the products in Islamic banking, type authenticity of organic products are
conferred with formal certification and is not contested.

As I explained in the previous section, establishing type authenticity of a product or
service in Islamic banking is much more complicated compared to organic agriculture.
Formal banking law and regulations do not explicate what an interest-free product looks
like and as such formal codification does not confer type authenticity as in the case of
organic agriculture. Advisory Boards (Sharia Boards) of Islamic banks endorse products or
services as interest-free or ‘Islamic’, however the lack of consensus among Islamic scholars
on form weakens those endorsements’ power to assign type authenticity on Islamic
products as distinct and conforming to Islamic law.

To be sure, chemical-free nature of organic products are questioned too. Almost all
my respondents acknowledged that the most frequent questions they get from consumers is
“are these really organic?” referring whether the control and regulation can really make
sure no chemicals were used during the process. However this question prompts the
question of trust that whether the rules are followed rather than the question of distinct

production method usually in relation to conventional farming.
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5.2.2. Moral Authenticity and Revolt to Hegemony

Although organic agriculture as a production method is understood to be clear and
distinct from conventional agriculture, it is generally perceived to be similar or getting
similar to conventional agriculture, especially among the people I call as idealists. The
main theme in idealists’ criticism of organic agriculture is the criticism of organic
agriculture becoming increasingly industrialized and as such becoming a part of the
hegemonic system taking its place on the side of conventional agriculture in dominating
small farmers, society and the Nature in general.

Idealist accounts hold almost always similar arguments around the contested practice
in organic agriculture such as seed, biodiversity, small farmers and voluntary certification
and carried out through system critique and hegemony. System is usually referred as
industrialization, capitalism and/or urbanization. Discussions are always linked to cultural,
societal or political concerns invoking the common good of small farmers, communities
and human civilization in general. As such, I interpret these conversations as discussions of
moral authenticity. Due to common patterns in idealists’ accounts around these topics, |
claim that the moral authenticity criterion in organic agriculture is consensual and
fundamentally linked to the system critique. This is different than the ambiguous and
contested moral authenticity criterion in Islamic banking that I discussed in Section 5.1.2.1.
above.

Idealists certainly acknowledge the difference between organic and conventional
agriculture in terms of the production method. The people I refer to as idealists are not
questioning whether the chemicals are really excluded in the production process; they know
that they are. However idealists do not see the chemicals or hormones as the main and the
only feature of conventional agriculture and as such a distinction based on exclusion of
chemicals or hormones is never complete.

According to idealists’ accounts, a defining character of conventional agriculture is its
industrial character as linked to agribusiness model based on commodification of seed and

agricultural products and firms doing monoculture production in vast fields. In this respect,
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idealists perceive organic agriculture as becoming increasingly industrialized and getting
similar to conventional agriculture. Certified organic farming in these accounts are
irreconcilable with idealists’ conception of ecological farming. In a workshop called ‘Is
Another Organic Agriculture Possible’ on May 16th, 2011, Prof. Tayfun Ozkaya,

Agricultural Economics professor at Ege University explains:

“2-3 sene once organik tarimda arama toplantisina katilmistim. Yerel tohumu
destekleyerek, organik tarimda yerel tohumun kullanilmasinin sart oldugunu ve
tohum kanununun yerel tohumu gsiddetle baskiladigini ve satisina yasak
getirdigini soyledim. Katilimcilardan bir biirokrat “tohum kanunu ben ¢ikardim
bu iyi bir kanun” dedi. Beni bu toplantida aciktan destekleyen ¢ikmadi. Cay
arasinda kutlayanlar oldu. Ayrica organik tarimda iiretici pazarlarint énerdim,
fakat gerek tarum bakanhgindan gelenler, gerekse organik tarum iiriinleri
pazarlayict sirket yetkilileri iiretici pazarlarina karsi ¢iktilar, sakincalari
oldugunu sdoylediler. Gergekten ekolojik bir tarim istenmiyor. Istenilen
“endiistriyel organik tarim “dedigimiz sirket girdilerine dayali, monokiiltiir
tartm yapan ve biyogesitlilige dayanmayan, hibrit sirket tohumlarint bile
kullanan, pazarlamada sirketlerin hakim oldugu bir tarim sistemi. Bu da iste
“endiistriyel organik tarim” dedigimiz bir sistem. Toplantida endiistriyel tarima
karsi olunmali dedigimde gelen cevap “o ayri organik tarim ayridir. Ikisi
birbirine karistirlmamalidir” deniyor. “Biz endiistrivel tarima da karst
degiliz” diyorlar. Bu kisiler ve ¢evreler organik tarima sadece bir is goziiyle
bakiyorlar. Onlar i¢in sadece kdr onemlidir.....Kisacasi bu sistem bir
hegemonya. Biirokratlar bu kadar insan nasil doyar, endiistriyel tarim olmali
diyor. Onlarin ufkunda sadece azinlik bir grubun organik tarim iiriinlerini talep
etmesi ve Avrupa Birligine organik tiriinlerin ihra¢ edilmesi var. Bu bizi tatmin
eden bir vizyon degil. Onlara gére bu sadece bir is.” (Ozkaya, 2012: 73)

“2-3 years ago I joined a conference on organic agriculture. I stated that
local seeds needed to be supported and should be used in organic farming and
that the seed act puts substantial pressure on local seeds and forbids them from
being sold. A bureaucrat among the participants said, “l introduced the seed
act and it is a good one”. Nobody supported me outright in the conference.
Some congratulated me at tea break. I also recommended farmers’ markets in
organic agriculture, but both the people from the ministry of agriculture and
companies marketing organic agriculture products were against this, they said
it had drawbacks. A real ecological agriculture is not what is wanted. What is
wanted is an agriculture system based on company input, doing monoculture
farming and not based on bio-diversity, even using hybrid company seeds and
with companies ruling the marketing. This is the system we call “industrial
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organic agriculture”. When I stated that we should be against industrial
agriculture, the response was, “The two are different things. They should not be
mixed up.” They also say, “We are not against industrial agriculture either.”
These people and circles see organic agriculture just as business. For them, it is
profit that matters... In short, this system is hegemony. Bureaucrats say, how
will all the population be fed, there should be industrial agriculture. All they see
is only a small group of people demanding organic agriculture products and the
export of organic products to the European Union. This is not a vision that
satisfies us. For them, this is just business.” (Ozkaya, 2012: 73)

Idealists in organic agriculture are mainly opposed to the larger structure of organic
agriculture that they perceive as similar to industrial character of conventional agriculture
such as standardization, intermediaries, the infrastructure of distributional channels and the
role of firms in agriculture. This similarity is criticized because it is perceived to be serving
to the same ends: the hegemony of the system over nature and people. These accounts are
almost always elaborated how formal law ignores the rules and models in Nature. One

respondent puts succinctly:

“Organik tarim, yani ilk ¢iktiginda endiistriyel tarima karsi bir hareket olarak
cikti. Yani biz endiistriyel tarimin o yesil devrimin, vesaire getirdigi
mekanizmanin ve sistemin i¢inde olmak istemiyoruz, bu sistemden rahatsiziz, bu
sistemin dayattigi gida bi¢iminden de rahatsiziz diyen bir hareketti. Ama bugiin
gelinen nokta organik tarimda artik endiistriyel tarimdan bir ayrisma noktasi
kalmad. Yani yapmadigi sadece pestisit kullanmamak. Onun disinda, séyle bir
resim kabaca, farki da yaratan o esasinda. Organik mi organik, eyvallah. Peki,
siz bu organik tarimi neyle, sudan da aldig1 bir milyon hektar arazi tizerinde
arazi gaspt yaptigi, 50 yilligina bir diktatérden kiraladigi bir milyon hektar
tizerine, tamamen monokiiltiir olarak tiretim yaptigi iiriinleri bu organiktir diye
pivasaya siirse, organik olarak bunu yapsa ne ¢ikar, yapmasa ne ¢ikar? Bu fark
artik organik tarim konseptinin ayristirabildigi bir fark degil.

“When organic agriculture first came out, it was a movement against
industrial farming. That is, we were a movement that said we were not content
with the green revolution etc. of industrial agriculture, we do not want to be in
the system and mechanisms it brings and the food style this system imposes on
us. But at the point we have reached today, there is no distinction anymore
among organic and industrial agriculture. [ mean the only thing they dont do is
use pesticide. Apart from that, when we look at the general picture, that is
actually what makes the difference. Is it organic, all right it is. Okay, what are
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you doing it on? On one million hectares of land that includes water sources,
obtained by seizing land, leased for 50 years from a dictator, producing
completely based on monoculture and putting them on the market as organic
products. What difference does it make if it is organic or not? This difference is
no longer one that the organic agriculture concept can distinguish.”

The debates around the hybrid seed provides a revealing example to explicate the
themes of hegemony and the domination over nature and fellow humans in idealists’
accounts. Hybrid seeds refers to seeds that are produced by controlled pollination to
improve the characteristics of the resulting offspring in terms of yield uniformity,
predictability and disease resistance. First, pure lines with desired characteristics are
produced by repeated self-pollination in isolation. Then the established pure lines are cross-
pollinated to achieve the characteristics of all pure lines in the breed. Once those desired
features are reached in the breed they are called first generations of hybrid seeds, generally
referred as F1 hybrid seed. This process makes seed production highly technical and
producing desired traits takes years and technology and money as opposed to seed
produced by open pollination by insects, birds, wind, or other natural mechanisms.
Moreover saving seed from the crop for next year is undesirable as the offspring seed from
F1 crop do not carry the superior qualities of the F1 hybrid.

Although hybrid seeds have indeed superior qualities over open pollinated seeds in
terms of yield efficiency, they are criticized by idealists based on various grounds. First, the
achieved qualities of uniformity and predictability precludes biodiversity that is believed to
be threatening the human and natural survival. Biodiversity argument is usually elaborated
how technological intervention in seed production is interfering with the way the Nature
works in its own way to ensure variability and diversity. Biodiversity is believed to be
crucial in cases where a natural disasters threatens food supplies. If all the produces have
the same features as it is the case when the hybrid seeds are used then there is less
possibility that some produces will survive the disaster. The argument goes, if there is
biodiversity both between and within crops, then it is more probable that some crops will

have the necessary traits to survive the disasters like drought or epidemics.
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Second, the technically complex character of the process had left seed production to
the seed companies. This prevents the farmers from saving and replanting their own seeds
as they have been doing for thousands of years, making it necessary to purchase seeds
every season. This argument about commodification of seed is usually elaborated how the
agribusiness controls and dominates not only food production at the expense of small
farmers, but also human life and the Nature, by controlling the most fundamental part of the
life, the seed.

Apart from the most articulated criticisms around biodiversity and the
commodification of seed, hybrid seeds also criticized for its adverse effects on culture. The
people I refer to as idealists usually emphasize how hybrid seeds result in the loss of local
knowledge and culture that the mankind developed throughout centuries. This argument is
usually depicted with the traditional ways of collecting seed. The knowledge of collecting
the best seed is transferred from father to son by generations. Moreover, the seed was saved
by the oldest and the wisest women in the family and that the seed was the first to be saved
in a disaster. It was also a tool for solidarity in that the farmers exchanged their seeds when
needed. With hybrid seed, it is argued, all this knowledge and culture is being lost.

The debates around local seeds versus hybrid seeds and GMOs; mono-culture
production versus biodiversity; small farmers versus agribusiness; formal certification
versus voluntary certification are all discussed from the perspective of hegemony and
domination that is similar to in hybrid seed example above.

As such authenticity discussions in organic agriculture differ from the authenticity
discussions in Islamic banking in two aspects. First, the authenticity discussions in organic
agriculture revolve around how organic agriculture is becoming a part of the system that is
associated with agribusiness dominating farmers, people and the nature. In Islamic banking,
system critique usually do not figure prominently in the accounts of idealists’ evaluations of
Islamic banking. Idealists in Islamic banking usually focus on whether the products are
indeed interest-free and whether the Islamic banking fully conforms to Sharia both in form

and spirit. It seems to be implicitly assumed as if the conformity to Sharia in form and spirit
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will resolve those ills of the society that idealists in Islamic banking address forcefully in
different contexts.

To be sure, the people I refer to as idealists and to a certain extent moral certifiers do
have a strong criticism regarding secular, modern, capitalist system and the issues of
exploitation and injustice usually come up in the discussions of why interest was prohibited
in Sharia. But these discussions in the context of conformity to Islamic law are generally
briefly touched upon and assumed to be well known and accepted and then quickly evolve
to the discussions of what is interest and how to avoid it. As such, I claim, the system
critique is a salient part of moral authenticity judgements in organic agriculture whereas its
link to moral authenticity is not explicit in the discussions of moral authenticity in Islamic
banking. This may be also due to the disagreements over criterion on how to evaluate
contemporary financial products in relation to Islamic law that I explained in Section
5.1.2.1. above.

Second, authenticity discussions in organic agriculture and Islamic banking differ in
the relation between type authenticity and moral authenticity. Moral authenticity usually
hinges on the exclusion of interest in Islamic banking, while its link with the exclusion of
chemicals is not salient in organic agriculture. Discussions around the technicalities of
interest-free nature of products are usually, implicitly or explicitly, linked to the discussions
about the purposes, aims, intentions, and morals of the products which I interpreted as
related to moral authenticity. Unlike this entanglement of type and moral authenticity
judgements in Islamic banking, type and moral authenticity discussions in organic
agriculture are separate.

The prevalence of ‘interest-free’ in both type and moral authenticity discussions in
Islamic banking may be due to the understanding of the ‘interest-free’ as a less of technical
matter than the moral whereas ‘chemical-free’ is easier to be understood as a technical
issue. The Quranic prohibition of interest may account for such a value charged meaning of
interest-free; it is not about preference but belief. Chemical-free, however, seems to be less
value laden in organic agriculture compared to interest-free in Islamic banking. Indeed,

organic agriculture, in its inception in the world, was never about chemicals per se, it
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challenged more wider issues of industrialization and modern production and consumption

systems.

5.2.3. Authentic Organic Agriculture as Being Accord with Nature

In idealists’ accounts, organic agriculture is perceived as a ‘resented ally within the
system’. Idealists celebrate the initial aims and the philosophy of organic agriculture in its
inception in the world as representing the true spirit of organic agriculture. Moreover, they
acknowledge its health and environmental benefits through the exclusion of chemicals and
raising consciousness among public. But in its current status, organic agriculture is
understood to be far from the ideal and mostly lost to the system. One respondent explained
organic agriculture in its current form as the solution of the urbanization and as such

inadequate for the real problems. She states:

“Bu (organik tarim) bizim egri diizenimizin dikis tutmaz ¢oziimii. Tamamen
sehir diizeninin bir ¢oziimii. Yoksa idealimiz degil, yani organik tarim bizim
kiiltiiriimiizii korumaz. Organik tarim bizim tohumumuzu korumaz, organik
tarim bizim iireticimizin daha fazla kazanmasini saglamaz. Organik tarim bir
ihtimal tireticinin tiiketiciye ulastirabilmesi i¢in gidasini aragtir.”

“This (organic agriculture) is the solution of our crooked order that won't
hold. It is the solution of the metropolis order. It is not our ideal; I mean
organic agriculture will not protect our culture. Organic agriculture will not
protect our seed; organic agriculture will not help our producers earn more.
Organic agriculture is perchance a tool for the producer to get its food to the

i3

consumer.

Idealists’ conception of organic agriculture is related to not only ecological but also to
social, cultural and political concerns and informed by the Nature’s rules and models as
being accord with Nature explained in Section 3.5.1.

In idealists’ conception, being accord with Nature is about being able to read,
understand and respect the Nature. The knowledge regarding the Nature is taught to be

embedded in indigenous knowledge that is rooted in a specific geographical and cultural
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setting. Indigenous knowledge regarding the soil, weather, and the seed are understood to
be dynamic, tacit, and embedded within the agricultural and social practices that stood the
test of time. As such, indigenous knowledge refers to a comprehensive way of life, not
confined to food production but the culinary, art, housing and social practices.

Similar to comments on Islamic law as linked to the cultural heritage of Muslim
civilization, idealists in organic agriculture links the indigenous knowledge to the cultural
heritage of communities. The people I refer to as idealists in organic agriculture and Islamic
banking usually hold that the knowledge regarding human existence and its relation with
Nature or Divine is encoded in cultural heritage grounded on indigenous/local knowledge
and Islamic law respectively. According to idealists, industrial agriculture and to a certain
extent organic agriculture disregard the local knowledge regarding ‘how to live and exits in
relation to Nature’, because of practices such as reliance on standard, human made hybrid
seeds and mono culture production stripped from the Nature’s knowledge.

The loss of indigenous knowledge regarding Nature is usually linked to alienation
and the rise of consumption culture. In these accounts, small farmers who cannot survive on
agriculture have to sell their land and go to big cities to work on low wage jobs. Consumers
are bounded to buy their foods from supermarkets without knowing anything regarding
how, where and by whom they are produced. In these accounts, what is at stake here is a
meaningful and sustainable existence.

Another salient theme in the accounts of idealists’ is related to technology and
mechanization. Idealists’ seem to have an ambivalent attitude to technology. On the one
hand, they are aware of rejecting technology is too romantic and on the other hand, they

resent the way it interferes with local and traditional practices in agriculture.

“Mekanizasyon traktorden tutun, bigcerdover bile mesela, bigcerdoverin
sisteme girigi sizin tirettiginiz gidanin bigimini ya da iiriiniin bi¢imini degistiren
bir sey...Makine hi¢bir zaman tek basina girmiyor. Pamuk bundan on sene
oncesine kadar elle toplamirdi, simdi artik pamuk toplama makineleri
kullanilyyor. Ama onu kullandiginiz zaman, belli tiir pamuk tohumlar: ekmeye
basliyorsunuz. Ciinkii bagka tiirler makine i¢in miimkiin olmuyor. Onu
kullandiginizda, aymi zamanda iste ila¢ kullanmanmiz gerekiyor ki, biitiin
pamuklar aynit anda bloom etsin, tek seferde toplayasin. Normalde ¢iinkii
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pamukta ii¢ el toplamir. Birinci el, ikinci el, iigiincii el vardir. Par¢a parga, ilk
elde atiyorum yiizde 50 sini toplarsin mahsuliin, ikinci el yiizde 30’u, sonra
tictincii el de yiizde 20si o daha kabadir, bilmem nedir az agmistir vesaire...
Makine biitiin bir o tarimi yapma pratigini kokten degistiriyor. Karbon
inanilmaz artiriyor, ¢ok daha fazla petrol giderlerini, dolayisiyla yiiksek girdili,
yiiksek outputlu bir tarim sistemine gegiyorsunuz. Boyle bir sistemde de kiiciik
¢ift¢i mesela yasayamiyor. Ama mesela kiigiik ¢ift¢i boyle cesitliligin, tarimsal,
bitkisel tiretimdeki c¢egsitliligin de koruyucusu diye diisiiniirseniz eger, o
perspektiften bakiyor olursanmiz, yani ben gidamin korunmas: igin, o gidayi
tiretenlerin de korunmasina inaniyorum,; korunmasi gerektigine, var olmasi
gerektigine inaniyorum ve onu tiretenler de temelde kiiciik cifigilerdir diye bir
siyasi, politik ekonomik bir durusum varsa, o zaman onlari bertaraf eden
mekanizmalari da karsi oluyoruz. O mekanizmalar: hem makinenin girdigi, hem
iste diger monokiiltiir pratiklerinin girdigi bir mekanizma.”

“Mechanization is from tractors to harvesters, even a harvester for instance,
when it enters your system, it changes the form of the food or product you
produce... Machines never come alone. Cotton used to be picked by hand up
until ten years ago. Now cotton-picking machines are used. But when you use
that machine, you start planting a certain kind of cottonseed, because other
types do not fit the machine. Again, when you use the machine, you also need to
use agricultural inputs in order to make all the cotton bloom at the same time
and be picked at the same time. Normally, cotton is picked in three rounds. First
round, second round, third round. Part by part, in the first round let’s say 50
percent of the cotton is picked, in the second 30 percent and in the third the
remaining 20 percent which is more rough, I don't know, less bloomed, etc....
The machine changes the application of farming from its roots. Carbon
increases heavily, the petrol costs, so you turn to an agriculture system with
high input and high output. And in such a system the small farmer, for instance,
cannot survive. When you think that the small farmer is the protector of this
kind of variety, agricultural, plant diversity, when you look at it from this
perspective, I mean, I believe in protecting the producers for the protection of
food; I believe they should be protected and they should exist and if I have a
political, economic stance because the ones who produce these are basically
small farmers, then we are against the mechanisms that try to eliminate them.
These mechanisms are the ones where machinery is introduced and the other
monoculture applications are involved.”

Another contested topic in the accounts of idealists is standardization and formal
certification. It is deemed problematic because of two reasons. First formal certification is

too complicated, expensive and time consuming for small farmers, and second it creates
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new intermediaries that contradicts the imagined conceptualization of agriculture based on

direct producer-consumer relations.

“Regiilasyonlari, diizenlemeleri, sertifikasyon sistemi, onun iste kontrol
mekanizmalar: vesaire. Cok ciddi bir biirokrasi yaratiyor. Teknik bilgi
manzumesi yaratiyor. Onun da altindan kalkmak hem ozellikle kiiciik iireticileri
icin kolay olmuyor. Ikincisi de, araya yeni ara mekanizmalar, ara kurumlar
ekliyor. Bu da belli bir grup ekolojisi, ekolojik tarim yapmak isteyen kesimin
rahatsiz oldugu, tercih etmedigi bir sey.”

“Its regulations, arrangements, certification system, control mechanisms etc.
This creates a serious bureaucracy. It creates a mountain of technical
information. Tackling these is especially hard for small producers. Secondly,
new intermediary mechanisms, intermediary establishments are added. This is
something that makes a certain group of people who would like to do ecologic
agriculture uneasy, something they don t prefer.”
The political stance in these accounts seems to directly linked to exclusion of small
farmers from the system. From highly bureaucratic and standardized process of organic
agriculture to technology and mechanization in agriculture all threaten the very existence of

small farmers. When small farmers are eliminated, large commercial firms will lead the

agriculture that is deemed detrimental for environment, culture and society.

5.2.4. Authenticity Debates among Idealists, Moral Certifiers and Certified Producers

Idealists’ criticisms of organic agriculture is well known among moral certifiers and
large certified producers. Although idealists’ some criticisms related to agribusiness model,
and mono-culture production are shared among moral certifiers, moral certifiers and large
certified organic producers usually deem idealists’ criticisms either irrelevant or unrealistic
for organic agriculture.

The main difference between the idealists’ accounts and moral certifiers accounts’
comes down to how they approach to system. Although both sets of actors imagine an

alternative to conventional agriculture and that imagined alternatives are usually similar in
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most aspects, idealists and moral certifiers differ in their understanding about how to reach
that alternative. Moral certifiers emphasize the necessity of understanding and
accommodating the concerns of larger stakeholders and collaborating with those
stakeholders to raise consciousness for a better system. Basically moral certifiers believe
that they need the system to change the system, while idealists thinks that the system is too
rouge to be worked with.

Moral certifiers sometimes suggest that their approach to system is about who they
are. Some moral certifiers claim that non-confrontational and inclusionary approach to the
system 1is the reflection of how they view life and Nature. A confrontational approach
would be contradictory to their understanding of harmonious and holistic existence. One

respondent says:

“Biz karsithktan beslenmeyiz, biz karsi durmayiz. Biz bayrak agmayiz, biz
yumurta atmayiz, biz savasmayiz. Biz barig, uzlasma ve alternatifini koymaktan
yanayiz. Sonuna kadar ikna, sonuna kadar uzlasma ve alternatifini koyarak
gosterme....Yani karsithiktan bu sefer varligimi bazi insanlar varligi ona
(karsithiga) dayaniyor. Varolusu bir seye karsi olmak, yani karsisint yok
edersen, sen nesin? ... Ben akort etmeye c¢alisiyorum; kavga etmeye
calismiyorum.”

“We do not feed off of rivalry, we do not stand off. We do not unfurl flags, we

do not throw eggs, we do not fight. We are for peace, reconciliation and putting

down an alternative. Convincing to the end, reconciliation to the end,

demonstrating by putting down an alternative... I mean, there are some people

who base their existence on rivalry. Their existence depends on being against

something. What if I disperse with that thing, what are you then? ... I try to

accord, I do not try to fight.”

Another respondent who is opposed to certified organic agriculture explained the
difference between certified organic agriculture and his vision of agriculture based on local
seed and social certification as the difference between Non-Governmental Organizations
(Sivil Toplum Kurulusu) and Democratic Mass Organizations (Demokratik Kitle Orgiitii).

He claims the first is interested in the problems in the system and suggests solutions for

those problems whereas the second imagines an alternative system. He states:
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“Ben Karaot Tohum Derneginin demokratik kitle orgiitii oldugunu
diistintiyorum. Yani var olan sistemi kabul etmeyerek, yeni bir sistemi tarif
etmesi gerekiyor. Yani bir seyden bagimsiz olmak. Hani dedik ya, eskiden yerli
tohum tiretimi vardi, simdi yok. Demokratik kitle orgiitleri der ki, bu sistemde
problem var, séyle bir sistem denemek gerekir, demokratik kitle orgiitii bu. Sivil
toplum kuruluslari ise, bu sistem boyle isliyor, ama iginde sunlarda problemler
var, bunlar: diizeltmek gerekir der.”

“I believe that Karaot Tohum Association is a Democratic Mass
Organization. That is to say, not accepting the existing system, it needs to
describe a new system. I mean, independent of anything. Like we said, there
used to be local seed production, now there is not. Democratic Mass
Organizations say, there is a problem with this system, we need to try this other
system, this is what a Democratic Mass Organization does. On the other hand,
non-governmental organizations say, this system works like this, but it has these
problems, they need to be fixed.”

The difference among the idealists, moral certifiers, and large certified producers
regarding the system usually figure out in the discussions of contested practices. For
example, moral certifiers generally regard idealists’ criticisms on greenhouse production as
irrelevant to organic agriculture. Greenhouse production in organic agriculture is
interpreted from the perspective of supply and demand among moral certifiers and certainly
by large organic producers. Moral certifiers usually acknowledge that greenhouse
production is not ideal but if the consumers demand to access foods at all seasons then it is
not only organic agriculture to blame. When talking about organic agriculture and

greenhouses one respondents says:

“Mesela bize sunu diyorlar, camm organik pazara da gittik, kisin sera
domatesi vardi, bu nasil organik? Yani simdi orada o zaman ben ona sunu
diyorum. Siz istediginiz siirece o olacak. Organik pazarda serada organik
domates var ve evet serada organik olarak domates tiretilebiliyor. Ama saglikl
mi, haywr degil. Neden, ¢iinkii mevsiminde yetismis bir sey degil, bu nedenle
degil. Dolayisiyla, ama alicisi da var, alyorlar yani, adam da iiretiyor.
Dolayisiyla, belli bir noktadan sonra is tamamen ekonomik dongii meselesi
aslinda. Yani bir seyin alicist varsa, o isin iireticisi muhakkak var. O kismini
kontrol edemeyiz. O kismini kontrol etmeye hakkimiz da yok. Ciinkii o adamin
da ekmek parasi neticede. O da onu iiretiyor ve sertifikasini da aliyor,
kontrollerden de gegiyor, onun geregini de yerine getiriyor. Organik Sertifika
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Yonetmeliginin gereklerini yerine getirmis. Yani kimyasal kullanmiyor, sonra
ilaglh tohum kullanmiyor, sunu kullanmiyor, bunu kullanmiyor. Ama sonugta o
domatesi tiiketecek olan kisinin kisin domates yemesinin dogru bir sey
olmadigini biliyor olmasi gerekir. O artik o noktadan sonra organik tarimin
derdi degil, beslenme biliminin derdi. Biz mesela bunu her zaman soyleriz.
Mevsiminde beslenin, mevsiminde yiyin, hatta iste sebzeleri meyveleri mevsim
tablolar, ¢iinkii bu bilgi de unutuldu. Artik hangi mevsimde hangi meyve, hangi
sebze yetigiyor bilmiyoruz, bilmiyorlar. Bu bilgiyi her zaman yayariz ve pazarda
da séyleriz. Pazardaki, ekolojik pazardaki standlarda bunlar séyleniyor tabii

ki.”

“For example they say to us, we went to the organic marketplace, there were
greenhouse tomatoes in the winter, what kind of an organic is this? In response
I say to them, as long as you demand it, it will be there. There are organic
greenhouse tomatoes in the organic market and yes it is possible to grow
tomatoes in greenhouses organically. But is it healthy? No, it is not. Why?
Because it was not grown in its season, that'’s why. However, people buy it, they
do, so others grow it. Therefore, after a certain point, it is only a matter of
economic cycle. I mean, if somebody is buying, somebody will be making it. We
cannot control that part and we don't have a right to control it. Because, in the
end, it is that person's source of income. So he grows it and certifies it, gets it
through controls and meets all the requirements. He meets the requirements of
the Organic Certificate Regulations. That is, he doesnt use chemicals,
pesticides, this, that... But in the end, the consumer needs to know that it is not
right to consume tomatoes in winter. From that point on, it is not the problem of
organic farming but of nutrition. This is what we always say. Eat according to
season, know in charts when to eat what fruits and vegetables, for this has also
been forgotten. We no longer know which fruits and vegetables grow in which
season, nobody does. We always try to spread this information and in the
marketplace too. We tell it at the marketplace, the stands at the ecological
marketplace all the time.”

Her account in greenhouses is the example of how questionable practices such as

hybrid seeds and monoculture production are understood by moral certifiers in organic
agriculture. Moral certifiers’ accounts on the questionable practices usually explain why the
current practice is at it is and why it cannot accommodate more idealistic views. Moral
certifiers acknowledge the questionable aspects of these practices, usually raised most
vocally by idealists. Moreover their accounts on why these practices are considered to be

problematic is very similar to those of idealists’. Basically both moral certifiers and
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idealists regard those practices as not reflecting the true spirit of the industry. And both
resent this. But moral certifiers tend to see these problems as not necessarily could or
should be tackled within the scope of the industry. Part of the responsibility is put outside
the industry; the people, the system, the state all share some of the blame regarding the
prevalence of questionable practices and before they all change these practices are there to
exist.

Idealists, however, treat those questionable practices as in the heart of the industry.
They may acknowledge the problems with the outside world; the people, the system, the
state, they may all figure in their accounts as flawed. However they see these questionable
practices within the responsibility, ability and impact area of the industry. Only through
proper application of these practices that conforms to the spirit and the aim of the industry,
the people, the system and the state can be transformed. They tend to refuse to believe in
the claims that social, political or economic conditions are holding these industries back
from reaching their true self. Instead, certified producers and moral certifiers are
understood to be as not committed enough to realizing the true image of these industries.
They are especially critical of moral certifiers’ endorsement of these industries. According
to idealists, moral certifiers should have known better and they are believed to know better
but sell out those ideals for the sake of viability of the industry and even sometimes for
personal social and economic gains.

For some large certified producers, organic agriculture is strictly understood to be
related to exclusion of chemicals as defined in law and regulations and it must be
communicated and evaluated based on that concrete criterion. The idealist criticisms on
seed, biodiversity, small farmers and voluntary certification are deemed irrelevant outright
in these accounts. One large organic producer refer to references to small family farmers;
romanticized references to taste and smell of organically produced food and community
supported agriculture as ‘adornments’ of the business. To be sure, he acknowledges the
principles of fair production but his references are about child labour and under-wage
schemes that he states should be avoided by every business anyway. He does not carry the

cultural, social and political concerns of idealists’ on hybrid seeds, technology, and
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greenhouse production and as such he does not see any contradiction between those
practices and organic agriculture. While talking about greenhouse production and hybrid

seeds he states:

“Yani iklim kosullar: el vermiyorsa, biz domates yetistirmeyelim mi?...ben
tireteyim de sen yeme. Ben bir sey yapmiyorum ki, ben onun icine kimyasal,
sentetik, bilmem ne falan bir sey koymuyorum ki, ben sadece yani klimatolojik
etkiyi aklimla daha verimli hale getiriyorum, ayip mi ediyoruz yani? Haziranda
degil de, aralikta domates yediriyorsak organik ayip mi ediyoruz?...Osmanli
cilegi vardir, koku verir. Boyle kiigiiciik recel yapilir, simdi bitti o. Cok az
¢tkiyor, simdi ondan Portekiz deki bir cins ¢ilegin tohumundan tamamiyla GDO
falan degil yani, tamamiyla asilanma yontemiyle hani hibrit denilmis, yani
melezlendirilmis bir tohum cinsi. Fevkalade giizel bir ¢ilek ¢ikiyor mesela bu
konuyla ilgili, hem dayanikli, hem lezzetli. Simdi bunun ne yanlsi var? Bunda
yvanlis olan bir sey yok ki. Yani ben bastan da soyledim. Ben diyorum ki, bunlar
yonetmeliklere uygun olmak kayit ve sartivla biz teknolojiyi inkdr etmiyoruz
vani, biz ¢carik giymiyoruz, illa ¢arik giyelim diye bir sey yok yani.”

“I mean, if the climate conditions are not right, are we not to grow tomatoes?
... Let me grow them, don't eat it if you don't want to. I do not do anything, 1
don't put chemicals, synthetics, any of that sort into it, I am being smart and
only make climatology effect more efficient, where is the shame in that?... We
have the Ottoman strawberry, it gives out a scent. Jam is made out of it, now its
gone. There is very little grown. Now we grow strawberry cross-pollinated with
this type and a type from Portugal, there is no GMO involved, completely with
the hybrid method, that’s what they call it. I mean an exceptional strawberry
comes out of this; it is both enduring and tasty. Now, where s the wrong in that?
There is nothing wrong with it. I have told this before, I say we don't deny
technology as long as it abides by the regulations, we dont wear ¢ariks
(rawhide sandals, mainly used by traditional villagers) anymore, there’s
nothing to say that we should wear ¢arik.”

Some idealists’ criticisms are deemed unrealistic. For example, insisting on local seed
is not workable for every situation as it may not be possible to find the required volume.
Unlike, idealists, moral certifiers and large certified producers celebrate the technology too.
Technology is deemed necessary to help tired and worn-out earth.

However idealists’ understanding of organic agriculture is much more encompassing
including social, cultural and political concerns. Following quote is a typical Idealists’ view

comparing organic agriculture with their imagined agricultural model.
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“Organik tarim kurallari, Kibele'nin amag edindigi ilkeler agisindan yeterli
degildir. Bu kurallar; biyolojik c¢esitliligin korunmasi, adil ticaret, hayvan refahi
gibi konulari icermemektedir. Dogal, doga dostu tarim yontemleri
tanimlanmadig1 gibi, yer yer organik tarimin kurallarina uygun
bulunmamaktadir.  Ozellikle hayvancilikta bunun érneklerini  gormekteyiz.
Diinyada ve Tiirkiye'de organik tarim giderek endiistriyellesmekte, piyasa
kurallarina gore iiretim yapan, para kazanmaktan baska diistincesi olmayan
sirketler organik tarimi karli bir yatirim alani olarak gorerek sertifika
almaktadirlar. Amag bu olunca, hedef “miisteriler” de iist gelir gruplar: olarak
belirlenmekte, organik iiriinler “liiks tiiketim mallar1” haline getirilmektedir.
Organik tarim bir goriis agisi, bir yasam bigimi olmaktan uzaklagmus, bir
“sektor” haline getirilmistir. Tiim bu olumsuz gelismeler nedeniyle “organik”
kelimesini kullanmaktan kaginiyor, kendimizi “ekolojik iiretim yapan ciftciler”
olarak tamimhiyoruz.” (Ertiirk, 2012: 66-67)

“The rules of organic agriculture are not sufficient in view of the principles
adopted by Kibele. These rules comprise topics like the conservation of
biological diversity, fair trade, the well being of animals. Natural, nature
friendly farming methods are not defined and not only that, from time to time
the rules of organic agriculture are not found appropriate. We see examples of
this especially in stockbreeding. Organic agriculture is starting to industrialize
more and more in Turkey and the world. Companies, which produce according
to the rules of the market and who think nothing but profits, see a profitable
field of investment and get certificates. When the goal is to make profit, targeted
“clientele” are specified as high-income groups, organic products are turned
into “luxury consumer products”. Organic agriculture has been distanced from
being a perspective, a way of life and has been turned into a “sector”. In the
face of all these negative developments, we avoid using the word “organic” and
define ourselves as ‘“‘farmers who produce ecologically”. (Ertiirk, 2012: 66-67)

5.3. Discussion and Contributions

In this chapter, based on data, I argued that conversations among moral certifiers and
idealists are mainly about authenticity in both Islamic banking and organic agriculture.
These discussions had two aspects and were carried out in relation to Islamic law or rules

and models in nature: authenticity evaluations of specific practices and discussions and the

233



criterions to be used on those evaluations. Certified producers were also involved in these
discussions around authenticity evaluations mostly to defend themselves against idealists’
criticisms. Based on archival data and my informants’ accounts, I argue that the authenticity
debates in both industries are about alignment to an ideal that is informed by Islamic law in
case of Islamic banking and rules and models in Nature in case of organic agriculture.

Authenticity discussions in relation to sacralized forms and purposes that I observe in
this study is different than the recent studies in ecological research and social movements
perspective that link authenticity claims of nascent producers to the signals of distinction
and separation from inauthentic other, usually the incumbent producers (e.g. Baron, 2004;
Carroll and Swaminathan, 2000; Weber et al., 2008; Carroll and Wheaton, 2009; Negro et
al., 2011; Kovacs, et al., 2013; McKendrick and Hannan, 2014).

My findings on authenticity bring a fresh look at to the concept of authenticity in the
studies of new organizational forms and categorizations. Authenticity may have a larger
role than a mere strategic tool used for separation as generally assumed in categorization
studies. It may be at the center of form/categorization emergence as part of collective
construction of meaning discussed in relation to not only the inauthentic ‘other’ but maybe
more so in relation to an ‘ideal’.

Figure 5.1 and 5.2 depict authenticity as studied in literature on new organizational

forms and authenticity as observed in this dissertation respectively.
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CONCLUSION

In this dissertation, I set out to examine events and debates within and around Islamic
banking and organic agriculture in Turkey throughout their history spanning three decades
to understand how the concepts of Islamic banking and organic agriculture were
conceptualized, codified and discussed.

I have shown that in both industries the question of ‘alignment’ to an ‘ideal’, the ideal
being informed by the alternative codes of, Islamic law in the case of Islamic banking, and
nature’s rules and models in the case of organic agriculture was persistent in the main
debates. In these industries, alignment to an ideal was discussed in terms of both form’ -
implementation as informed by ‘the other law’and as codified in formal law - and ‘spirit’-
conforming to purposes and morals behind the ‘form’ informed by ‘the other law’. As such,
in these industries, form definition was not only about identifying the technical features,
processes and product specifications but explicitly bringing the moral into the realm of
concrete organizational practices.

I have shown and argued that debates around alignment in form and spirit in both
industries reflect divergent positions of different sets of actors as well as concerns over
authenticity. Even though the actors were drawing values, norms and beliefs from the same
source, ‘the other law’ as the foundation of the focal industry, they differed in their
understanding of the ‘the other law’ and how to make it alive through formal law and
practices. As such, this study highlights the importance of deeper historical examinations
focusing on communications and agency in the studies of form creation and development to

better understand the diversity among and within sets of actors involved in these ventures.
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Examining the discussions around ‘realness or genuineness’ of two industries with
specific moral foundations and claims, this study highlights the utility of studying the
concept of authenticity beyond cultural fields. In both industries with explicit moral
foundations and claims, authenticity contestation is in tandem with discussions of legal
codifications and stays a persistent concern with each new product or service that is
introduced. As such, the signals and outcomes of perception of authenticity are notable not
only in the symbolic domain as generally suggested with social status and identity claims or
in the material domain as generally suggested in organizational features such as ownership
and process but also in legal domain as in the formal codification of the features of each
product and service.

One counter argument against these findings regarding the plurality in meaning in
Islamic banking and organic agriculture may be that their lifespan of three decades is not
long enough to converge on a common understanding as expected by extant literature. In
Islamic banking, sectoral strategic plans involving the state foresee an industry-wide
standardization process which may indeed encourage to settle on common meanings and
practices. However, in both industries there are also initiatives which may widen the gap
between the two accounts of Islamic banking and also of organic agriculture. Idealists in
organic agriculture are organizing meetings to discuss whether another organic agriculture
is possible. They are experimenting with voluntary certification systems instead of formal
organic certification, developing models of community supported agriculture, and opening
up new types of farmers’ markets emphasizing locality and traditional farming different
than organic farmers’ markets that are exclusively for certified organic produces. Idealists
in Islamic banking establish research centers on Islamic economics, and provide Islamic
economics and banking seminars to convey their understanding of Islamic banking. So, in
both industries, segregating and blending processes are coexisting which may sustain the
dual understandings of each industry.

By explicating key actors and their divergent arguments around the legal codification
and moral assessment of the focal industry, I have provided a foundation for more extensive

investigations of heterogeneity among actors. I find that authenticity assessments of the
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claims and practices as conforming to a conceived ideal were the main concern in many
debates from formal codification to legal framework and from names to the scope and the
content of products and services. This points to the value of giving more attention to the
ideals, moral claims and their assessments in the studies of organizational forms or
practices. Based on my data, I believe the nature of the ideal for the venture may be
important in spurring authenticity discussions. The sources of ideal and its historical and
conceptual relation to the venture could influence the saliency and content of authenticity
discussions. Based on my findings I would propose that the more law-like the ideal for the
venture, the more likely it is that authenticity related discussions may emerge among actors.
Similarly, my findings lead me to propose ventures with moral claims -such as social
impact entrepreneurship and social responsibility projects- may foster roles parallel to those
roles of idealists and moral certifiers.

One direction to go further would be to assess whether these propositions hold in
other morally grounded industries. Assuming an explicit moral claim eventually may
require a substantiation of that claim, it is probable to observe actors playing similar roles
to the moral certifiers described in this study. A close examination of actors playing moral
certifier roles would also shed light on the heterogeneity among them. An attention to these
actors would clarify whether similar roles to those of idealists exist or whether they emerge
under specific conditions. I expect when the moral claim is based on an explicit ideal
model, this may eventually create fragmentation among moral certifiers or other actors
regarding the nature, source, and the relation of that model to the phenomenon at hand.

Another direction could be conducting specific case studies to have a deeper
understanding of ideas put forward in this dissertation. For example, assuming authenticity
is also a concern in ‘halal sector’ including halal food, travel, fashion and health, how do
authenticity dynamics play out in those sectors compared to Islamic banking? Given
ventures in food, travel and fashion have more observable and less contested qualities
compared to Islamic banking, the type authenticity assessments in these sectors may be
easier to agree on. The health sector, however may be more contested when considering the

new practices technology brings in to this domain. The practices of artificial fertilization,
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plastic surgery either for health reasons or for aesthetic concerns, organ transplantation and
pharmaceuticals may require their status to be assessed in Islamic law both in terms of form
and spirit which may lead similar conversations to those I observe in Islamic banking. This
kind of case studies would help further elaborate the content of authenticity and its
influence in shaping organizational forms and practices.

Another direction would be conducting additional comparative case studies between
other ‘ecological’ and ‘Islamic’ ventures to see if the similarities and differences that I find
between organic agriculture and Islamic banking in this study are also found there. For
example do ecotourism, eco friendly textile or cosmetics in relation to halal tourism, halal
fashion or cosmetics carry similar dynamics described in this dissertation? To what extent,
the oppositional stance against incumbent practices and system is salient in these
industries? Assuming there is a salient stance against conventional systems which is very
likely, how the system criticism is elaborated? Are there similar references to ‘being accord
with Nature’ and ‘being accord with Creation, fitrat’ in relation to the system? How are
their contents similar to or different from those described in this dissertation? This kind of
studies would help further our understanding of ‘anti-system’ industries in relation to
incumbent models; ‘How are alternative anti-system/anti-capitalist models are
conceptualized and enacted within capitalist order?”

Studies at the organizational level in Islamic sector could reveal more varied accounts
of authenticity and the sources of contestation among the audience. For example, what
does it mean if a company is producing halal food or fashion but not qualifying for Islamic
financial market index (meaning that its debt levels, and interest income and expenses did
not meet Sharia compliance) so its stocks cannot be invested in Islamic financial markets?
What does it mean to be qualified as Islamic in one dimension (e.g. product) and not in
other dimension (e.g. its financial dealings) in terms of authenticity assessments? How
sharia compliance in respect to different aspects of a company (its production, finances
etc.) are related or separated?

And lastly, investigating cases where there are two sources of ‘ideal’ blended and

inform practices could reveal new insights regarding ideal-practice relation. For example
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how is Islamic environmentalism similar to or different from mainstream
environmentalism? How does religion play out in the accounts of environmentalism? In his
book examining environmental trends in Turkey Ignatow (2007) suggests that Islamic
environmentalism view Islam as the authentic source of environmental consciousness and
discredit science, secularism and modernism. How is this reflected in the practices of firms
and/or NGOs associated with Islamic environmentalism? How are they similar to or
different form environmental practices of secular firms or NGOs? All these suggestions
would further our understanding of morality, authenticity and their relation to

organizational forms and practices.
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SORULAR/
KONULAR

APPENDIX 1 Guiding Interview Questions

KATILIM BANKACILIGI iLE iLGiLi
ACIK UCLU ORNEK SORULAR

ORGANIK TARIM iLE ILGILI ACIK
UCLU ORNEK SORULAR

ENDUSTRI iCiN
KULLANILAN
iSiM VE
iFADELER

KANUNI SUREC

TARTISMALI
UYGULAMALAR

BENZER
CAGRISIM
YAPAN
iFADELER VE
OLUSUMLAR

Ozel finans kurumu ismiyle kurulan bu kurumlar
sonradan katilim bankasi ismini aldilar. Medyada
ise faizsiz finans kurumu, faizsiz banka, islami
banka gibi ifadelerle amhyorlar. Siz bu isim ve
ifadeler i¢in ne dusiinilyorsunuz? (ek sorular:
farkh isimler konusunda sektér iginde ve disinda
farklhh goriigler ve sebepleri nelerdi? Goriis
farkhiliklarinin temeli neye dayaniyor?)

Ozel finans kurumlarinin 1999 yilinda bankacilik
kanuna dahil edilis strecini anlatir misimz?
Bankacihk kanununa dahil olmak sektor igin
neleri degistirdi? (ek sorular: karsi ¢ikanlar oldu
mu, kimlerdi, neden kars: ¢ikiyorlardi, nasil ikna
oldular, destekleyenler kimlerdi, argiimanlar
nelerdi?, Goriig farkhiliklarimin temeli neye
dayamyordu?)

Ozel finans kurumlannin isimleri 2005 yilinda
Bankacilik kanunuyla Katilim bankasi olarak
degistirilmig. Bu siireci anlatr misimz? Neden
degisiklik yapildi, bu konuda farkh gorusler oldu
mu, nelerdi, sebepleri neydi? Hala farkli gorusler
devam ediyor mu? Bu kanun sektor i¢in neleri
degistirdi?

Sektorde ilk baslarda olmayan, sonradan sunulan
uriin ve pratiklerle ilgili siireci anlatabilir
misiniz? Hangi tirtinlerin sunulacagina nasil karar
veriliyor? Bu drinler nasil gelistiriliyor? (ek
sorular: murabaha uyugulmalarindaki
degisiklikler ve geciken alacaklar i¢in ceza
uygulamasi: neden boyle degisiklikler oldu, karsi
¢tkanlar oldu mu, kimlerdi, neden karsi
¢ikiyorlards, nasil ikna oldular, destekleyenler
kimlerdi, argiimanlan nelerdi? Hala farkh
gorigler var mu? Goriig farkhliklarmin temeli
neye dayantyor?)

Medya haberlerinden katilim bankalarniyla aym
prensipte ticari veya ekonomik faaliyet gosteren
¢ok ortakh girketlerin varhgmm 6grendim. Bu
sirketler hakkinda ne dugiinilyorsunuz? Hangi
vonlerden faizsiz bankacilia benziyorlardi, hangi
vonlerden farkhlard1? Faizsiz bankacilik icin ne
ifade edivorladi? (ek sorular: sektér iginde islami
holdingler ile ilgili farkh gorigler, kaygilar ve
sebepleri?; medyada Islami bankacilarm bu
konudaki sessizliginin sebepleri?)
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Endustri icin ekolojik tarim ve organik tanm
ifadeler1 kullanmhyor. Siz bu isim ve ifadeler icin
ne dusiiniiyorsunuz? (ek sorular: farkh isimler
konusunda sektor i¢inde ve diginda farkli gorisler
ve sebepleri neler? Bu iki ifade hangi yonlerden
benzer hangi yonlerden farkh?)

Organik tarim yonetmeligi ve kanunu nasil
hazirlandi biliyor musunuz? ilk yonetmelikte
ekolojik tarim ifadesi kullamilirken, sonraki
vonetmeliklerde ve kanunda organik tanm ifadesi
kullamlmig, bu tercihin sebepleri nelerdi? Bu
konuda farkh gorusler oldu mu?

Organik tanmun hibrit tohum kullaniimasi, mono
kultiir uygulamalan ve seracihik gibi konularda
elestirildigini 0grendim. Siz bu kanular hakkinda
ne dusiiniiyorsunuz? (ek sorular: bu konularda
sektordeki farkh gorugler ve sebepler neler?
Kimler karsi gikiyor, kimler destekliyor,
argiimanlan neler? Bagka hangi konular
tariymali? Gorug farkhhklannin temeli neye
dayamyor?)

Pazar ve marketlerde ‘dogal’, "koyli’,
‘geleneksel’, "anh” gibi ifadeler tagiyan riinler
var. Bu ifadeler hakkinda ne diigunuyorsunuz,
sektore etkileri oluyor mu? iyi tarim
uygulamalanm organik tanm acisindan nasil
degerlendinyorsunuz? Organik sertifikali olmayip
kimyasalsiz uretim yapan dreticiler var. Bu
ureticiler organik tanm icin ne ifade ediyor? Bu
ureticiler hangi yonlerden organik tanm yapan
ureticilere benziyorlar, hangi yonlerden farkhlar?
Farkliliklann temelleri neye dayaniyor?



APPENDIX 2 Summary of Newspaper Articles related to Islamic Banking in 1989

1989 YILI OLAY: Kuveyt Tiirk 31.03.1989°da faaliyete gecti.(21.09.1988de faaliyet izni
aldr)

HUKUMET: 46. Hitkiimet: 21 Aralik 1987 - 9 Kasim 1989; ANAP, Basbakan Turgut

Ozal ; 47. Hiikiimet: 19 Kasim 1989 - 23 Haziran 1991; ANAP, Basbakan Yildirim Akbulut

1989 ZAMAN (1988;19 haber -> 1989; 36 haber)

Zaman gazetesinde 1989 yili haberleri iki baslik altinda toplanabilir: (1) varolan 3
OFK ile ilgili sube acilisi, kar miktarlar1 vb vesilerle ¢ikan haberler ve , (2) Islami
bankaciligin ¢esitli yonlerden tartisildig: haberler.

Ik gruptaki haberlerde &ne c¢ikan kisiler OFK temsilcileri. OFK yetkilileri
kurumlarmi teknik/ekonomik odakli anlatmis, faizsiz islem yaptiklarini belirtmekle birlikte
Islami 6zelligi vurgulamamuslar. Spesifik olarak bu haberlerde yetkililer; ne kadar tasarruf
toplanmis, ne kadar kar pay1 dagitilmis belirtmis, kurumlariin faaliyet alanlarini (kar-zarar
ortaklig1; satis islemleri; leasing), hedef kitlelerini (faizden kacan miislimanlar), ve
amaglarmi (ticari iliskiler ve ekonomik gelisme) agiklamis. Bankalara ve kanuna referans
var (bankalar kadar kazandiriyoruz; bankalarin verdigi hizmetleri veriyoruz; ve Tiirkiye
[slam Bankaciligmin kanunlastig1 ender iilkelerden biri) ve yeni OFK'larin kurulmasinin
olumlu oldugu diisiiniiliiyor. Sadece bir kere, Al Baraka Tiirk Genel Miidiirii Yal¢in Oner’in
(Ni¢in yatirrm yapmiyorsunuz sorusu iizerine) "Biz yatirim yapmaktan bir nevi
cekiniyoruz. Basin bizi dogru sekilde lanse etmiyor. Uzerimizde baski var. Al Baraka degil,
Al Amerika olsaydik bu baski olmazdi” ifadesine benzer ifade var. Formun ve ilk
orneklerinin Arap/Korfez menseeli olmasinin problemlerini OFKlardan ¢ok sik
duymuyoruz, ama 1999'da OFKlar1 kapatma girisimi sirasinda ‘origin’ meselesine daha
farkli sekilde vurgu var. Ornegin: Ekrem Pakdemirli’nin modelin Araplardan degil
Ingiltere’den alindigina dair demeci. Ozal’in bu isi Amerika’da iken 6grendigi gibi.

Ikinci grupta akademisyenlerin ve fikih uzmanlarinin Islami bankacilik nedir,
Islam’da bankacilik olabilir mi, bu bankalar gergekten Islami mi/faizsiz mi, amaglar1 nedir/
ne olmali konularindaki goriislerinin yer aldigi haberler var. Ik gruptaki haberlerin aksine
bu bankalarn tarifleri ve amaglar1 sadece ekonomik degil toplumsal ve islami yoniiyle de
ele alinmis. Bu bankalarin tariflerinde ve amaclarinda spesifik olarak Bati’ya, kapitalizme
kars1 durus ve Islamilesme ve miisliimanlarmn varhigim gésterme vurgulan var. ilk gruptaki
haberlere benzer bi¢gimde hedef kitle miisliimanlar ve Islam alemi. Amac sadece ekonomik
gelisme degil, faizin iktisadi iliskilerden silinmesi ve buna bagl olarak Islam toplumlarinin
refah1 gibi daha genis tanimlanmus. Islami bankalarin teknik olarak kar-emek ortaklig1 olup
Batidaki risk sermayesinden (venture capital) farkli olmadig1 sdylenmis. Fikih kosesindeki
okuyucu mektuplara cevaben yazilan goriislerden bu bankalarin Islami karakterlerinin
okuyucular tarafindan farkli ydnlerden sorgulandigini anliyoruz. Islami ydnden
sorgulamanin dayanaklari: kar pay1 ve faiz oranlarinin benzer olmasi; murabaha (vadeli
satig) islemlerinin agirlikli olup kredi kullanicisi agisindan bankalarla benzer sonuglar
dogurmasi; bu kurumlara para yatiranlarin aslinda hep kar beklentisi i¢inde olmasi;
fakirligin oldugu bir iilkede bu kuruluslarda para biriktirmenin caizligi. Cevaplarda
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OFK’lar savunulmus, miisliimanlarin kullanacagi baska alternatif olmadigindan
desteklenmeleri gerektigi sdylenmis, ve bu kurumlarin i¢inde bulundugu ikili durumlardan
bahsedilmis. Spesifik olarak: hem Islami kurallara hem de devletin kanunlarina uygunluk;
hem Islami yénden hem iktisadi yonden miisterilerini tatmin; iktisadi diizenle, insanlarin
diinya goriiglerinin uyumsuzlugu.

Iki haberde Korkut Ozal’m OFK’larin kurulusundaki rolii ve iliskisi iizerine
konusulmus; Korkut Ozal bu kuruluslarin Tiirkiye’de kurulmasi igin tabiki caba
gosterdigini sdylemis, Faisal’a ortak oldugunu reddetmis. Faisal’a ortak olmasi1 neden sorun
ediliyor Zaman gazetesinde acik agik sOylenmiyor, zaten Zaman gazetesinde bdyle bir
suglama yapilmiyor. Milliyet’teki diger yillardaki haberlerde Korkut Ozal’in Faisal'a
ortaklig irtica iizerinden ve Korkut Ozal’in is baglantilar ile ilgili olarak elestirilmis.

Milliyet gazetesinde 1989 yilindaki nerdeyse tiim haberlerin konu ettigi yeni vergi
tasarisinin OFKlari kayirmak igin olduguna dair goriislerse, iki haberde, iki kdse yazari
tarafindan bankalarin ve TUSIAD 1n hedef saptirarak Islam’a saldirmasi olarak nitelenmis.

Sadece 1 haberde kose yazari, bu kurumlarin gelismesi i¢in devletin ¢esitli destekleri
olabilecegini vurgulamis (Devlet finans kurumlarina ortak olabilir; resmi dairelerin
mevduatlart bu kurumlarda tutulabilir; ssk ve emekli sandig1 paralar1 buralarda
degerlendirilebilir; finans kurumlar1 halka arz edilebilir; devlet Islami karakterde banka
yani finans kurumu kurabilir.) OFK vyetkilierinin demeglerinde devlet destegi/devletten
talepleri yok. Bu durum Zaman gazetesindeki 1996 yilindaki haberlerde tiim OFK
yetkililerinin devlet destegi beklentilerini ifade etmelerinden ve hangi konularda destek
beklediklerinden farkli.

Zaman gazetesinde hemen her yil diinyadaki (hem batida, hem Islam aleminde)
Islami bankacilik uygulamalarindan haberler var. 1989'da Malezya’da ‘para ile para satin
almayan, para karsilig1 para satmayan’ Islami bankalarin iistiine bir de Hac1 Fonu kurdugu
ve miisllimanlar1 hacca gonderdigi yaziyor.

1989 MILLIYET (1988; 9 haber -> 1989; 9 haber)

Milliyet’te 1989 yilinda ¢ikan haberlerin ¢gogu yeni vergi tasarisinin devlet tarafindan
OFK’lar1 desteklemek igin ¢ikarildigina dair tartismalarin oldugu haberler. Yeni vergi
tasarisinda, kredi faizlerinin gider olarak gosterilmesini engelleyen madde, TUSIAD
tarafindan OFK’larin lehine haksiz rekabet yaratacagi gerekgesiyle elestiriliyor. Vergi
tasarisindaki bu maddenin duyuruldugu haberlerde, bu vesileyle; OFKlar vergi édemiyor;
OFKlardan kar pay1 alanlar vergi ddemiyor (Not: 1989 yilinda bankalardan faiz alanlar da
vergi 0demiyor) ve spesifik olarak Albaraka Tiirk sermayesine oranla %40 kar etmesine
ragmen vergi ddemiyor tiiriinden elestiriler var. TUSIAD 1n, bu tasarinin haksiz rekabete
yol agacagna dair goriisiine, Hazine miistesarlig1 ‘zaten OFK’lar1 bankacilik kanununa alip
banka-OFK ayirimimi kaldirmalr’ diye cevap vermis. Bu konuda ¢alisma baslattiklarii ve
yil sonuna tamamlanacagini da eklemis (OFK’larin kanuna girmeleri ise tam 10 yil sonra,
1999°da olacak). Yine bir haberde Diinya Bankas1 ve IMF’nin OFK’larin yasal gergevesinin
cizilmesini istedigi yoniinde haber var. Bu istegin Miistesarligin ‘OFKlar1 bankacilik
kanununa almali’ ifadesinde etkisi var m1 bilemiyoruz. Zaman’daki yazarlar ve Milliyet’te
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bir akademisyenin gériisiine gore ise vergi tasarisinin OFK’lara rekabet avantaji sagladig
yoniindeki tartismalar ‘isin politik tarafi’, ¢iinkii ‘OFK’larin pay: sistemde sadece %3’.

Milliyet’te 3. OFK Kuveyt Tiirk’iin acilisna dair ¢ikan tek haberde, Zaman
gazetesindeki haberlere benzer sekilde, Kuveyt Tirk yetkilisi kurumun ekonomik
faydalarin1 vurgulamis (igsizlere is; devlete doviz saglayacak; enflasyonu diisiirecek).

Yine bir haberde bir akademisyen tarafindan giiniimiizde Islami bankaciligin
olamayacag ifade edilmis (Gerekce: Herseyde faiz var. ‘Kapitalist sistemde Islan
yasamak miimkiin olmadig1 gibi faizsiz bankacilik da miimkiin degildir’. Ayrica ‘Islam’da
bankalar1 devlet kurar, kisilere verilmez’). Zaman’da daha ziyade fikihgilarin ifade ettigi
gibi, Islami bankalarin sadece paranin toplandigi yerler olmadigi, diizenin, Islam’mn
ongordiigi bicimde islemesini saglayan en 6nemli araglar oldugu vurgulanmis, ‘duality’den
bahsedilmis ve fakat Zaman gazetesinden farkl1 olarak kapitalist sistemde Islami bankacilik
olamayacagi, OFK'larin Islam ekonomisini kapitalistlestirme islevi gordiigiinii sdylemis.
Yine bir haberde Vakiflar Bankasinin Kuveyt Tiirk’iin ortaklar1 arasinda olmasindan
hareketle ‘faizsiz ¢alistigini 6ne siiren bir banka, faizle ¢alisan bir bankayla ortak olursa ne
olur?, faiz bulasir m1’ sorgusu yapilmis ve OFK’larin hep kar etmesi siipheli bulunmus.
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APPENDIX 3 Topics in Islamic Banking and Organics Agriculture in Newspaper Data

ISLAMI BANKACILIK ORGANIK TARIM

Cemaat - Bank Asya iliskisi
ihlas Finans olay
BATI'da da var argumani (venture capital
benzetmesi; Islami pencere uygulamasi. Bu .

argiiman hep olumlu bir tonda ‘Onlar da bile
var seklinde’)

islami bankaciliga benzer cagnsimlar: islami Organik tarnma benzer ¢agrisimiar:
Holdinglerin para toplama faaliyetleri (Yimpas, |‘geleneksel’, ‘dogal’, ‘naturel’, ‘koyli,’ vb diyen
Kombassan, Jet-Pa) gruplar; iyi tarim uygulamalar ve sertifikasi

o ey g g Cevreci hareketle iliskili olarak (organik
Faizsiz ekonomi ile iliskili olarak: Akevler tarimdan da bahseden): ‘eco-villages’, ‘urban

koopRratitl fte gl haharier gardens’, ‘seed-networks’ uygulaman
ORIGIN: Arap iilkelerinden ithal konusu, ORIGIN: Pinar Kaftancioglu’nun da dillendirdigi
ozellikle 1999’da modelin Araplardan degil Anadolu tarim, Anadolu tohumu sdylemleri,
Bati’dan alindig1 sGylemi tohum meselesinde Israil ve Amerika stipheleri
ROOT, dncesindeki akimlar: ‘islamilesme’ ROOT, oncesindeki akimlar: Endustriyel
akimlan? Gazete haberlerinde bu iliski genelde | tarima kars: tepki, ¢evreci hareketler. Gazete
kurulmuyor haberlerinde bu iliski genelde kuruluyor

islami bankacilikta Vfarkh fetva meselesi

Yabanc: konvansiyonel bankalarin ‘Islamic Endiistriyel tanm sirketlerinin organik tanm da

windows’ uygulamalan (Tirkiye'de bu
uygulama yok) | yapmalan
islami bankaciikdan daha ‘islami’ oldugunu | Organik tarimdan daha ‘organik’ oldugunu iddia
iddia eden gruplar: ¢cok net degil. eden gruplar: ‘yerel akim’ ; ‘bio dynamic’

. rea Yerel tohum vs hibrid tohum, mono kiiltiir,
Miisareke, mudaraba, murabaha, sukuk gibi e s 5 g :
pratikler etrafindaki tartismalar kiiglik ciftgi, sertlgkanslsy'::l::nulan etrafindaki

Sektdre giris zor (gazete haberlerinde en az 5 Sektore giris kolay (sertifikasyon sirketi ile
farkh OFK kurma girisimine dair haberler var, anlasma imzalayip belirli sartlan saglayan

fakat Hazineden izin alamamislar) | herkes organik tarim yapabiliyor)
Mevzuat ve kanuni zemin ile ilgili haberler -
's;?;:;:on&'::::‘?“la:i'kn:‘uk;git:gs: I‘; fa::';k Bir kisim organikgilerin ve cevrecilerin
P ’ 3 kapitalist diizenle problemi

bankacikla problemi

isim: 6zel finans kurumu, faizsiz banka, islami | isim: organik tanm, ekolojik tarnim, biyolojik
banka, katihm bankasi _ tanm, Anadolu tarimi, koylu tanm

Organik tarimda gazete haberlerine yansidigi

islami bankacilikta sorgulama en bastan beri kadanyla ilk baslarda sorgulama yok. Sadece

var hormonsuz, kimyasalsiz denip giizelliklerinden

bahsedilmis. Sorgulama daha sonra geliyor.

Organik tanmda once sadece hormonsuz,
kimyasalsiz gibi tammlamalar kullambrken,
= sonradan kullamlan ifadeler artmis,
denetimden, topragin ve tohumun
ozelliklerinden bahsedilmeye baslanmis (Rosa
and Spanjol, 2005'deki argumandan farklh)
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APPENDIX 4 An Example of Interpretation Process
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