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Huge deficits of State Economie 
Enterprises have been one of the ma
jör reasons for the current high inf-
lationary conditions we live in. I n 
this artİcle, the causes for SEE's de
ficits and some recommendations for 
solving several SEE's problems are 
presented. 

INTRODUCTİON 

I t has b e e n t h e c o n t e n t i o n o f m a n y observers t h a t the State 
Economie Enterpr i ses (the SEE's) h a v e been one o f tlıe m a i o r causes 
of i n f l a t i o n i n T u r k e y . The contenders r a n g e f r o m p o l i t i c i a n s a n d 
casual observers t o serious researehers a n d students o f economie de-
v e l o p m e n t a n d o f m a n a g e m e n t science. R a p i d l y a c c u m u l a t i n g losses 
a n d c u r r e n t f u n d s de f i c i t s a n d the methods of f i n a n c i n g such de f i c i t s 
of t h e SEE's d u r i n g t h e las t 10 years seem to s u p p o r t s u c h c o n t e n -
t ions . I n fa c t , t h e Consol idated c u r r e n t def ic i ts o f 30 o p e r a t i n g SEE's 
f o r 1979 r e a c h e d t o T L 181 b i l l i o n a n d w e r e f i n a n c e d m a i n l y t h r o u g h 
c o n t r i b u t i o n s f r o m t h e T r e a s u r y . a n d The C e n t r a l B a n k . The l a t t e r 
t w o sources represented a b o u t 80 % o f t o t a l f u n d s r e q u i r e m e n t s o f 
1979. 

The purpose of t h i s p r e s e n t a t i o n is 1) to r e v i e w t h e p e r f o r m a n c e o f 
t h e o p e r a t i n g SEE's f o r t h e last 10 years , 2) to i n d i c a t e i f t h e r e is a 
causa l r e l a t i o n s h i p b e t w e e n t h e SEE def ic i ts a n d t h e g a l l o p i n g T u r 
k i s h i n f l a t i o n o f t h e l a t e 70's a n d 3) to t r y to f i n d o u t i f t h e r e a re 
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w a y s o f i m p r o v i n g t h e p e r f o r m a n c e of the o p e r a t i n g SEE's f o r p u r -
poses of r e d u c i n g i n f l a t i o n a r y pressures created b y t h e SEE's a n d 
consequent ly f o r purposes of r e d u c i n g the o v e r - a l l r a t e of i n f l a t i o n 
i n T u r k e y i n t h e 80's. 

The p r e s e n t ana lys i s is based o n the o f f i c i a l f i g u r e s p u b l i s h e d 
b y the T u r k i s h M i n i s t r y of Finance . M e t h o d s o f c onso l ida t i on are 
those, u t i l i z e d b y t h e M i n i s t r y . O t h e r sources s u p p o r t i n g the basic 
i n f o r m a t i o n are presented i n t h e b i b l i o g r a p h y . F igures g i v e n i n se-
v e r a l o f f i c i a l sources h a v e di f ferences t h a t do n o t c omple te ly agree 
i n t h e exact a c c o u n t i n g sense, b u t g e t t i n g i n t o deta i l s of these d i f f e 
rences w o u l d n o t serve t h e purposes of t h i s analys is . Hence , M i n i s t r y 
of F inance f i g u r e s w e r e used to e l i m i n a t e such t e c h n i c a l discussions. 

The top i c a t h a n d , shou ld n o t be considered a n easy t a s k to be 
sett led w i t h a s ing le paper , a n d needs m u c h r e s e a r c h i n t h e F u t u r e . 
The present e f f o r t s h o u l d be t a k e n as a l i m i t e d one i n suggest ing 
approaches f o r f u t u r e research. 

I n o r d e r to serve t h e above -ment ioned objectives, t h e p e r f o r 
mance of t h e SEE's (as m e a s u r e d b y Consolidated funds- f lows) w i l l 
be r e v i e w e d , r e l a t i o n s h i p s of t h e p e r f o r m a n c e w i t h i n f l a t i o n rates 
w i l l be a n a l i z e d a n d some r e c o m m e n d a t i o h s w i l l be suggested i n the 
f o l l o w i n g p a r a g r a p h s . 

T H E P E R F O R M A N C E O F S T A T E E C O N O M I C ENTERPRISES 
I N T U R K E Y DURİNG T H E L A S T D E C A D E 

The p e r f o r m a n c e o f the SEE's över t h e las t decade has been one 
of d e t e r i o r a t i o n , g r a d u a l l y i n t h e e a r l i e r per iods a n d f a s t e r t o w a r d s 
t h e end. P e r f o r m a n c e i n t h i s contezt is m e a s u r e d b y Consolidated 
p r o f i t s of o p e r a t i n g SEE's (as opposed to f i n a n c i a l SEE's) a n d f u n d s 
c rea ted for . i n v e s t m e n t s . C u r r e n t o p e r a t i n g p r o f i t s of o p e r a t i n g a n d 
f i n a n c i a l SEE's a re presented i n E x h i b i t 1. Funds c reated b y the ope
r a t i n g SEE's f o r i n v e s t m e n t s are presented i n E x h i b i t 2. A s presen
t e d i n t h e E x h i b i t s , Consolidated p r o f i t a b i l i t y o f t h e o p e r a t i n g SEE's 
has d e t e r i o r a t e d f r o m gross p r o f i t s o f 448 m i l l i o n / T L . i n 1966 to a 
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n e t loss of 13,2 TL . b i l l i o n s 1973 A l t h o u g h these f i g u r e s w e r e r e p o r -
t e d a n d s u m m a r i z e d i n E x h i b i t I of t h i s paper , t h e o p e r a t i n g de f i c i ts 
were f a r g r e a t e r i n t h e last f e w years , t a k i n g i n t o c o n s i d e r a t i o n go¬
v e r n m e n t subsidies r e p o r t e d i n revenues i n c u r r e n t per iods . 

F o l l o w i n g gives a m o r e real ist le - v i e w of t h e o p e r a t i n g de f i c i ts 
of the SEE's as Consol idated b y tl^e M i n i s t r y of F inance a n d r e p o r t e d 
i n t h e O E C D Economie S u r v e y ( 2 ) o n T u r k e y . 

State Economie Enterpr i ses : P r o f i t a n d Loss A c c o u n t . 
T L . B i l l i o n s 

T o t a l E x p e n d i t u r e s : 1977 1978 1979 (est.) 1980 Prog . 

W a g e s a n d Salar ies 61,3 102,9 153,5 235,3 
Purchases o f Goods a n d 
Services 133,8 201,7 414,6 935,6 
D e p r e c i a t i o n 12,0 20,1 15,4 20,3 
O t h e r Prov is ions 1,8 3,8 2,2 5,6 

T o t a l 208,9 328,4 585,7 1196,8 

T o t a l I n c o m e : 
Sales Revenue 155,9 256,2 501,2 1222,9 
Increase i n Stocks 16,8 20,2 24,5 36,5 

T o t a l 172,7 276,4 525,7 1259,4 

Gross p r o f i t (or loss) —36,2 - 5 2 , 1 - 6 0 , 0 + 62,6 

The j u d g m e n t of t h e OECD r e p o r t o n the T u r k i s h SEE's a re as 
f o l l o w s : 

«The State Economie Enterpr i ses are a n i m p o r t a n t segment of 
n o n a g r i c u l t u r a l p r o d u e t i o n i n T u r k e y . A p a r t f r o m p u b l i c Ut i l i t i e s , 

(1) Figures from 1970 are presented in Exhibİt 2, Older figures are taken from 
the author's previous research on the SEE's. Please refer to İktisadi Devlet 
Teşekküllerinin Yeniden Düzenlenmesi in Turkish, Faculty of Business Jour
nal, Vol. 7, 2. I n English, On Measuring Performance in Government En
terprises, in Author's Book Türkiye'de Devlet İşletmeciliği, FBA, 1974. 

(2 ) Turkey, OECD Economie Surveys, Aprİl 1980, p.19. 
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a n d t r a n s p o r t a n d Communicat i ons , these enterpr ises p rov ide some 
40 p e r c e n t of v a l u e a d d e d a n d o f e m p l o y m e n t i n i n d u s t r y . The State 
has f o r c e d t h e i r expans ion n o t a b l y i n m i n i n g a n d m o d e r n h i g h tech¬
n o l o g y i n d u s t r i e s , w i t h the r e s u l t t h a t t h e n u m b e r of employed has 
p r a c t i c a l l y d o u b l e d since 1970 to m o r e t h a n 700.000. D u r i n g the 1979 
recession, e m p l o y m e n t i n these enterpr ises rose b y 11 percent o v e r a l l 
a n d b y 17 percent i n respect of t e c h n i c a l a n d of f ice - s taf f . N o t a l i 
State enterpr ises a re r e g u l a r l y i n de f i c i t ; however , t h e n u m b e r of 
enterpr ises t u n i n g u p negat ive resu l t s i n t h e i r ba lance sheets as w e l l 
as t h e size o f t h e i n d i v i d u a l losses h a v e been i n c r e a s i n g i n re cent 
years . T h e c o m b i n e d o p e r a t i n g de f i c i t of t h e SEE's rose f r o m 52 
b i l l i o n T L . i n 1978 t o TL . 60 b i l l i o n i n 1979. B u t t h e i r f i n a n c i a l needs 
were f a r g r e a t e r because o f l a r g e i n v e s t m e n t p r o g r a m m e s . I n 1977, 
t h e y w e r e g i v e n TL . 34 b i l l i o n i n the f o r m of subsidies f r o m the pub¬
l i c budget . C r e d i t f r o m t h e C e n t r a l B a n k (e i ther d i r e c t l y o r i n d i r e c t l y 
v i a t h e State i n v e s t m e n t B a n k ) a m o u n t e d to a f u r t h e r T L . 34 b i l l i o n . 
R e q u i r e m e n t s f o r b u d g e t t r a n s f e r s a n d loans rose to TL . 98 b i l l i o n 
i n 1978 a n d t o TL . 181 b i l l i o n i n 1979.» 

«These p e r s i s t e n t l y h i g h c la ims of t h e SEE's o n t h e resources o f 
t h e e conomy h a v e n o w reached a n u n s u s t a i n a b l e l eve l . The m a i n 
reasons f o r t h i s state of a f f a i r s m u s t be s ought i n the o r g a n i z a t i o n 
of these enterpr ises , w h i c h w e r e c e n t r a l l y d i r e c t e d a n d whose i n v e s t 
m e n t a n d e m p l o y m e n t policies f o l l o w e d social object ives r a t h e r t h a n 
t h e exigencies of t h e m a r k e t place. I n r e t u r n , t h e y w e r e able to reco-
v e r t h e i r losses b y r e c e i v i n g g o v e r n m e n t subsidies a n d cheap o f f i c i a l 
loans . Th i s , ev ident ly , has h a d t h e side ef fect o f r e d u c i n g incent ives 
to f o l l o w s o u n d m a n a g e m e n t practices.» 

«In 1979, t h e a u t h o r i t i e s made a n a t t e m p t a t c r e a t i n g g r a t e r e f f i -
c iency i n t h e r u n n i n g o f these enterpr ises t h r o u g h m a k i n g m a n a g e r s 
answerab le f o r uneconomic p e r f o r m a n c e a n d b y p a y i n g a p r o d u c -
t i v i t y b o n u s to a l i s taf f . B u t t h i s i n n o v a t i o n d i d n o t m a t e r i a l l y c h a n -
ged t h e c e n t r a l i z e d a p p r o a c h f o r m a n a g i n g these enterprises.» 

A n d i t s h o u l d be added ' t h a t o n J a n u a r y 24, 1980 sweeping p r i c e 
increases w e r e m a d e f o r productş of SEE's b y the prev ious g o v e r n 
m e n t w i t h t h e a n n o u n c e m e n t t h a t t h e f i n a n c i n g r e q u i r e m e n t s of 
SEE's w o u l d go u p t o T L 350 b i l l i o n i n 1980 w i t h o u t these pr i ce i n c 
reases. The f o l l o w i n g l i s t s h o u l d g ive a n idea a b o u t the desperate 
state o f a f f a i r s a t t h e e n d o f 1979: 



State Economie Enterprises and inflation in Turkey 41 

A v e r a g e percentage inerease i n t h e pr ices of goods a n d 
ser,vices p r o d u c e d b y t h e SEE's (Jan . 1980) 

C o m m o d i t y A v e r a g e inerease i n p r i c e (%) 

F u e l O i l 100 
Diesel O i l 120 
Gasol ine 45 
L P G 60 
Coal 100 
L i g n i t e 100 
E l e c t r i c i t y 120 
F e r t i l i z e r 400 
Steel 75 
Suğar 80 
C e m e n t 55 
Paper 300 
R a i l w a y s 100 
M a r i t i m e t r a n s p o r t 100 
C i g a r e t t e a n d beverages 55 
P T T services 75 
Text i les 100 

The t r a n s l a t i o n o f these pr i ce inereases iııto t h e o f f i c i a l p r i c e 
indices , caused tfre whole-sa!e g e n e r a l i n d e x t o inerease b y 39,6 per 
cent i n F e b r u a r y 1980! 

The above h i g h rates o f pr i ce inereases were the r e s u l t of h o l 
d i n g o f f i c i a l SEE pr ices f i x e d d u r i n g t h e h i g h i n f l a t i o n of the prev i ous 
f e w years i n spite of t h e f a c t t h a t the r a p i d l y d e t e r i o r a t i n g f i n a n c i a l 
cond i t i ons o f t h e SEE's h a d passed the b o u n d r i e s of reason : 

F i n a n c i n g o f t i ıe SEE's d u r i n g 1977-1 380 T L B i l l i o n s 

1977 1978 1979 (est) 19 80 Prog . 

F i x e d i n v e s t m e n t 46,1 60,4 98,0 168,5 
Stock Changes 16,8 20,2 24,5 36,5 

T o t a l 62,9 80,0 122,5 205,0 
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Hesources : 
Gross profit (or Loss) — 36,2 — 52,0 — 60,0 62,6 
Taxes — 1,6 — 1,8 — 3,8 — 35,7 
Depreciation 12,0 20,1 15,4 20,3 
Accounts receivable, net 2,1 2,5 — 10,6 — 20,0 
Other, net 15,6 14,3 0,6 — 19,4 

Total — 8,1 — 16,9 — 58,4 7,8 
Budget transfers 31,7 40,0 79,7 101,0 
Petroleum fund 1,9 3,8 7,0 10,0 

Total Resources 25,5 26,9 28,3 118,8 

Total Deficit — 37,4 — 53,7 — 94,2 — 86,2 

F i n a n c e d b y : 
C e n t r a l B a n k 23,2 19,0 51,0 30,6 

. State investment B a n k 10,3 9,1 14,1 20,0 
Foreign Borrowing, net 3,9 25,6 29,1 35,6 

Source: O E C D , Turkey , A p r i l 1980 

More de'tails on how the distortion developed during the last 
decade are given i n Exhib i t 2. of this paper. 

Reviewing the above figures, the O E C D report gives its verdict: 

«Large persistent deficits of the public sector, f inanced through 
monetary expansion, h a v e been a m a i n force behind inflation. I n 1977, 
C e n t r a l B a n k loans rose by T L . 79 bill ion (to T L 189,7 billion) 72 per
cent. I n 1978 w h e n f i r m credit ceilings were established, C e n t r a l 
B a n k credit expansion compared to the previous y e a r was cut by 
one t h i r d to T L . 52 billion. The moderation lasted unti l J u l y 1979; 
before this date, C e n t r a l B a n k credit rose only at a n a n n u a l rate of 
some 30 percent, w h i c h was considerably below the inflation rate. 
However, from about the middle of 1979 onvvards, considerably higher 
support prices paid to farmers a n d increased f inancing require-
ments of the T r e a s u r y a n d of the State Enterprises caused a sharp 
acceleration of the 12-month rate of inerease i n C e n t r a l B a n k credit 
to 53 percent by the end of the year.» 
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The present a u t h o r has the same v i e w o n the i n f l a t i o n a r y im~ 
pact of SEE f i n a n c i n g i n T u r k e y . I w o u l d l i k e to f u r t h e r c o n t e n d t h a t 
t h e re cent h i p e r i n f l a t i o n i n t h e c o u n t r y is, t o a g rea t extent , the re~ 
s u l t of po l i cy m i s t a k e s of recent g o v e r n m e n t s w i t h respect t o p r i -
c i n g a n d f i n a n c i n g pol ic ies imposed o n the SEE's. 

İNFLATİON A N D T H E SEE'S 

The above p r i c i n g a n d f i n a n c i n g policies have c o n t r i b u t e d i n a 
majör w a y t o i n f l a t i o n i n T u r k e y . I n f a c t close corre la t i ons between 
t h e v o l u m e of SEE de f i c i t s a n d the rates of i n f l a t i o n as m e a s u r e d 
b y t h e cost o f l i v i n g indices c a n be establ ished. I have r e f r a i n e d f r o m 
such analys is here since cause-and-effect r e la t i onsh ips i n t h i s area 
are n o t v e r y c lear . H o w e v e r , t h e f o l l o w i n g analys is c a n g ive some 
idea a b o u t the e x t e n t to w h i c h t h e i n f l a t i o n of the last f e w years 
h a d been a f fec ted b y t h e de f i c i t f i n a n c i n g caused b y the SEE's. 

inf lat ionary Sources Utilized f o r Meeting 
t h e S E E Deficits (TL. Billions) 

1977 1978 1979 (est.) 1980 prog.) 

T o t a l SEE De f i c i t s 
( f r o m p. 42) — 37,4 — 53,7 — 94,2 — 86,2 

C o m p a r e d with : 
B u d g e t t r a n s f e r s 31,7 40,0 79,7 101,0 

C e n t r a l B a n k ; 
D i r e c t f i n a n c i n g 
P e t r o l e u m F u n d 

23,2 
1,9 

19,0 
3,8 

51,0 
7,0 

30,6 
10,0 

T o t a l C e n t r a l B a n k 25,1 22,8 58,0 40,6 

T o t a l i n f l a t i o n a r y 
F i n a n c i n g 56,8 62,8 137,7 141,6 

i n f l a t i o n a r y Sources of F i n a n c i n g Used b y the SEE's (TL b i l l i o n s ) 

1977 1978 1979 (est.) 1980 prog 

i n v e s t m e n t s ( F i x e d + I n v . ) 
O p e r a t i n g de f i c i ts 

— 62,9 
— 37,4 

— 80,0 
— 53,7 

—122,5 
— 94,2 

—205,0 
— 86,2 

T o t a l f u n d needs —100,3 —133,7 —216,7 —291,2 
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İnflationary S o u r c e s : 
B u d g e t t r a n s f e r s 31,7 40,0 79,7 101,0 
C e n t r a l Bank* 1 » 25,1 22,8 58,0' 40,6 

T o t a l i n f l a t i o n a r y 
S o u r c e s 56,8 62,8 137,7 141,6 

E a t i o s : 
i n f l a t i o n a r y S o u r c e s / 
T o t a l n e e d s {%) 57 47 64 49 

B u d g e t R e v e n u e s (b i l l ions T L ) 200 326 556 739 

I n f . S o u r c e s / B u d g e t R e v {%. 28 19 25 19 

B u d g e t D e f i c i t (b i l l ions T L ) 40 26 6 2 , — 

G o v e r n m e n t B o n d s 
(b i l l ions T L ) 16 17 31 45 

T o t a l d e f i c i t + b o n d s 56 43 93 45 
I n f . S o u r c e s / B u d g e t 
D e f i c i t (%) 142 242 222 — 

I n f . S o u r c e s / T o t a l 
D e f + B o n d s (%) 101 146 148 315 

S o u r c e s : 1. O E C D - T u r k e y , A p r i l 1980 
2. Türkiye'nin E k o n o m i k Göstergeleri, 1975-79 îş Bankası 
3. 1980 M a l i Yılı Bütçe Gerekçesi T , C . M a l i y e Bakanlığı 

T h e a b o v e c o m p a r i s o n s i n d i c a t e c l e a r l y t h e v o l u m e of t h e d r a i n 
o n t h e N a t i o n a l B u d g e t r e s u l t i n g f r o m f i n a n c i n g S E E d e f i c i t s . T o t a l 
i n f l a t i o n a r y f i n a n c i n g ( c o n s i s t i n g of b u d g e t t r a n s f e r s a n d C e n t r a l 
B a n k f i n a n c i n g ) h a s r e a c h e d to 19-28 p e r c e n t o f t o t a l b u d g e t r e v e n u e s . 
W i t h o u t t h e h u g e a m o u n t s p r o v i d e d t h e S E E ' s d u r i n g t h e l a s t 3 y e a r s , 
t h e n a t i o n a l b u d g e t s w o u l d h a v e g i v e n s u r p l u s e s , s i n c e d e f i c i t f i n a n 
c i n g o f t h e S E E ' s f a r e x c e e d e d t h e n a t i o n a l b u d g e t d e f i c i t s b y 42 p e r 
c e n t i n 1977, 142 p e r c e n t i n 1978 a n d 122 p e r c e n t i n 1979.1980 p r o -
j e c t i o n s a r e n o t r e l i a b l e e s t i m a t e s s i n c e c o n d i t i o n s h a v e c h a n g e d 
c o n s i d e r a b l y s i n c e t h e o f f i c i a l b u d g e t e s t i m a t e s w e r e m a d e . 

S u c h w e r e t h e a d v e r s e r e s u l t s of S E E d e f i c i t s a n d I w o u l d l i k e 
to s a y t h a t t h e majör c a u s e of t h e g a l l o p i n g i n f l a t i o n of t h e l a t e 70's 

(1 ) Incîudes financing from the «Petroleum fund». 
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was the h u g e def ic i ts of t h e SEE's. Before th i s is corrected , no a n t i i n -
f l a t i o n a r y measure c a n stop t h i s senseless i n f l a t i o n . 

T H E C A U S E S O F L A R G E SEE DEFİCİTS I N T U R K E Y 

A t t h i s p o i n t one s h o u l d search i n t o t h e causes of l a r g e SEE 
def i c i ts a n d t r y to f o r m u l a t e sorne po l i cy r e c o m m e n d a t i o n s f o r e l i -
m i n a t i n g these causes o f l a r g e SEE def ic i ts . 

The ma jör reason f o r l a r g e SEE def ic i ts seems to be the i n t e r -
ference of g o v e r n m e n t s t o po l i cy f o r m u l a t i o n i n the SEE's. Prev ipus 
research ind i ca tes t h a t , u n t i l t h e J a n . 24,1980 decisions of the p r e -
v i ous g o v e r n m e n t , a l i pol ic ies r e l a t e d to Sale a n d P r i c i n g , i n v e s t 
m e n t , Personnel , I n d u s t r i a l Relat ions , F inance a n d P r o d u c t i o n w e r e 
d e t e r m i n e d b y the g o v e r n m e n t s r a t h e r t h a n t h e Boards of D i r e c t o r s 
of the SEE's ( 1>. The so-called l e g a l « independence» of t h e SEE m a -
nagements w e r e o n l y l e f t i n w o r d i n g o f the L a w No.- 440. The «related 
Ministries» w e r e i n f a c t t a k i n g t h e SEE m a n a g e m e n t s i n t o t h e i r o w n 
bureaucrac ies , t u r n i n g m a n y SEE's i n t o a lmost seetions of the Cent 
r a l G o v e r n m e n t m i n i s t r i e s . 

Foî lowing is a - s u m m a r y o f p r o b l e m s r e s u l t i n g f r o m t h e above 
t r e a t m e n t o f the SEE's b y a l i o f t h e g o v e r n m e n t s of the last decade: 

1 — CompIexity of the legal frame work: 
M a n y f o r m s of g o v e r n m e n t enterpr i se h a v e developed t h r o u g h 

t h e years . Some are s ing le - shared l i m i t e d liabiîity companies , some 
are o r g a n i z e d as c o r p o r a t i o n s ( jo int -stock companies) i n the C o m -
m e r c i a l Code m e a n i n g o f t h e w o r d . Some are establ ished b y a n A c t 
of the P a r l i a m e n t ; some are not . Some are subject to the basic L a w 
N o . 440 a n d some are n o t , Some f u n e t i o n as agents p r o v i d i n g a pub¬
l i c service a n d some a r e i n d u s t r i a l - c o m m e r c i a l t y p e o r g a n i z a t i o n s 
w i t h p r o f i t - s e e k i n g göals . 

2 — L a c k of m a n a g e r i a l independence of the Board of 
D i r e c t o r s a n d G e n e r a l M a n a g e m e n t of the SEE's 

L a w N o . 440 has r u l e d that a lmost a l i SEE's shou ld ' be m a r i a g e d 
b y a B o a r d cons i s t ing m o s t l y o f f u l l - t i m e c i v i l servants , c h a i r e d b y 

( 1 ) The reader is referred to previous research by the same author on the topic: 
«İktisadi Devlet Teşekküllerinin Yeniden Düzenlenmesi» op cit. gives es-
tensive bi'bliography on the extensîve reorganization efforts on the SEE's 
during the previous tv/o decades. 
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the G e n e r a l M a n a g e r a n d governed by h i m a n d his two assistant 
general managers . A s a result of the ruling, one of the majör func-
tions of the Boards i n large organizations, (controlling a n d directing 
the management team working under the guidance of the Board 
independent of the management) could not be developed. 

3 — L a c k of flexibility i n formulating policy on the 
manageria l level 

The general managers a n d their teams have lost a l i flexibility i n 
formulating policy i n a l i majör areas . E i t h e r the Counci l of Ministers 
(the cabinet) or the «related Ministry» made such decisions, a n d 
many times, w i t h little or no information about the detailed opera-
tions of the enterprise. 

4 — L a c k of a wage a n d salary administration scheme in Hne 
with the requirements of the market place. 

M a n y of the managers are paid i n accordance with the basic 
sa lary scale of civi l servant of the central government, a n d are sub
ject to L a w No: 657, the basic civi l servant sa lary code. Managers of 
some corparations w i t h majority or minority government shares are 
not subject to this basic code but this creates a double-standard for 
managers of the S E E ' s . A l i managers sa lary schemes do not provide 
additional benefits for those managers achieving cost savings a n d / o r 
inereases i n profits. 

5 — Manupi lat ing the S E E ' s for absorbinğ some of the 
unemployment i n the country. 

Interference of the governments a n d (politicians in general) i n 
the S E E ' s are greatest i n this area . A n d since the S E E ' s whose m a 
nagers are subject to L a w No. 657 c a n not easily be diseharged for 
lack of performance as they are civi l servants a n d since workers c a n 
not be layed-off because of uniori contracts, change of governments 
only add, rather t h a n exchange personnel. The result is that some 
S E E ' s have accumulated personnel i n the amount of three times 
the needs. Furthermore , no flexibility exists for regulating the labor 
force according to intensity of productioıı. 
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6 — L a c k o f market-oriented f i n a n c i n g pol ic ies . 

T h r o u g h t h e years , some special a n d easy means of f i n a n c i n g 
are p r o v i d e d t o t h e SEE's w i t h t h e r e s u l t of e los ing t h e enterpr ises 
to c a p i t a l m a r k e t s w i t h i n the c o u n t r y a n d p r e v e n t i n g t h e m f o r m 
b o r r o w i n g d i r e c t l y f r o m the i n t e r n a t i o n a l m o n e y a n d c a p i t a l m a r 
kets . C e n t r a l B a n k e i t h e r d i r e c t l y o r v i a the State i n v e s t m e n t B a n k 
is one easy a n d dangerous source. A majör source f o r t h e State i n 
v e s t m e n t B a n k is b o r r o w i n g f r o m t h e Social Securiîy o rgan i za t i ons , 
m o s t l y w i t h I o w e r t h a n c u r r e n t in te res t rates . The g o v e r n m e n t b u d 
get is a n o t h e r ma jör source, as i n d i c a t e d prev ious ly , SEE's c a n also 
b o r r o w f r o m o t h e r g o v e r n m e n t b a n k s a t m a r k e t rates o r be low. 

A s a r e s u l t o f s u c h f i n a n c i n g policies, these l a r g e a n d r e p u t a b l e 
o rgan iza t i ons c a n n o t go d i r e c t l y to T u r k i s h or f o r e i g n m o n e y a n d 
c a p i t a l m a r k e t s f o r f i n a n c i n g . 

S O M E R E C O M M E N D A T I O N S 

W i t h the above prob lems , one s h o u l d n o t be s u r p r i s e d a t t h e 
outeome of l a r g e de f i c i ts of the last decade. However , t h e r e seems 
l i t t l e poss ib i l i t y t o e l i m i n a t e the above p r o b l e m s w i t h o u t bas i ca l ly 
c h a n g i n g t h e basic a p p r e a c h of g o v e r n m e n t s t o w a r d s t h e SEE's. The 
f o l l o w i n g r e c o m m e n d a t i o n s are presented f o r discussion. 

1. SEE's m u s t be rec lass i f i ed f o r purposes of d i f f e r e n t i a t i n g bet -
w e e n those p r o v i d i n g a «social service» a n d those f u n e t i o n i n g as i n -
d u s t r i a l - c o m m e r c i a l type , p r o f i t seeking organizat i ons , SEE's l i k e 
t h e Postal Service (PTT), Ra i l roads , Soi l Products , M e a t a n d F i s h 
ete, c a n be p r e s e r v e d i n t h e present status a n d be subject to L a w no. 
440 a n d 468. 

O t h e r s l i k e Sümerbank, E t i b a n k , A z o t (the f e r t i l i z e r c o m p a n y ) , 
sugar , P e t r o l e u m {T.P.A.O a n d P e t r o l Of is i ) , Cement , ete. s h o u l d be 
o r g a n i z e d as h o l d i n g companies m a n a g i n g a g r o u p o f s u b s i d i a r y cor-
porat i ons . These s h o u l d be m a d e complete ly indeper ident o f t h e go
v e r n m e n t s , w i t h a b o u t 40-60 percent o f shares sold to the p u b i i c a t 
l a rge . 
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2. The i n d u s t r i a l - c o m m e r c i a l t ype corporat i ons c a n be «related» 
to a s ingle m i n i s t r y of «State Participations» Th i s s ingle m i n i s t r y 
c a n f u n c t i o n as a l i a son be tween t h e h o l d i n g companies a n d g o v e r n 
m e n t s a n d be responsib le f o r t r a n s l a t i n g g o v e r n m e n t p o l i c y i n t o t h e 
h o l d i n g companies a n d t h e i r subsidiares. Aı ıy u n d u e i n t e r f e r e n c e o f 
t h e M i n i s t r y i n t h e pol ic ies of t h e companies s h o u l d be r e p o r t e d i n 
the a n n u a l r e p o r t s . (This was t r i e d i n T u r k e y 3 t i m e s i n t h e last 30 
years, b u t fa i l ed ! ) 

3. The A u d i t B o a r d s h o u l d be t i e d to th i s s ingle m i n i s t r y of p a r 
t i c ipa t i ons . I n f a c t t h e a u d i t i n g code of the SEE's, L a w N o . 468 shou ld 
be changed i n a majör w a y , to develop th i s e f f o r t i n t o a disc losure 
a n d a u d i t i n g code f o r the corporat i ons i n genera l . D e t a i l o f these m a 
jör changes, s h o u l d be t h e subject of f u t u r e research . 

4. A l i b u d g e t subsidies a n d C e n t r a l B a n k f i n a n c i n g s h o u l d be 
e l i m i n a t e d . The c o r p o r a t i o n s shou ld be d i re c ted to p r o v i d e f o r t h e i r 
o w n f i n a n c i n g i n t h e T u r k i s h a n d F o r e i g n f i n a n c i a l m a r k e t s . 

5. M a n a g e r i a l a n d o t h e r personne l s h o u l d be set f ree of l i m i t a -
t i o n s of t h e L a w no, 657 a n d be l e f t to m a r k e t forces. W a g e a n d Sa
l a r y a d m i n i s t r a t i o n i n the corporat i ons s h o u l d p r o v i d e f o r i n c e n t i -
ves f o r those a f f e c t i n g cost sav ings a n d / o r increased p r o f i t s . 

6. A l i i n t e r f e r e n c e f r o m g o v e r n m e n t s a n d / o r p o l i t i c i a n s s h o u l d 
be p r o h i b i t e d b y l a w . The onîy p o l i t i c a l in f luence s h o u l d be c h a n n e l e d 
t h r o u g h t h e «Ministry o f State Participations» 

The above r e c o m m e n d a t i o n s m a y seem to be too s t r o n g a n d d i f f i -
c u l t t o i m p l e m e n t . H o w e v e r , t h e i n f l a t i o n a r y i m p a c t of SEE def i c i ts 
i n d i c a t e d above, s h o u l d p r o v i d e the reason f o r some dras t i c changes 
i n t h e system. I n f a c t t h e f o u n d e r of the system of SEE's d u r i n g t h e 
1930 's d i d n o t h a v e t h e i n t e n t i o n of p e r p e t u a t i n g i n f l a t i o n a r y pres -
sures q u i t e t o t h e c o n t r a r y SEE's w e r e t h o u g h t as agents o f ba lanced 
economie d e v e l o p m e n t a n d as l o n g as t h e y w e r e used w i t h the o r i -
g i n a l p r inc ip l e s , n o majör i n f l a t i o n a r y p e r i o d developed. I f w e bel ieve 
t h a t t h i s senseless i n f l a t i o n m u s t be e l i m i n a t e d , we s h o u l d do some-
t h i n g to i m p r o v e t h e p e r f o r m a n c e i n the SEE's. The above ideas 
o n r e c o m m e n d a t i o n s s h o u l d n o t be cons t rued as c u r e - a l l recepies, 
b u t r a t h e r as bases f o r discussions to develop, perhaps , m u c h b e t t e r 
ones. 
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