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Macro-Politics of De-Regulation and
Micro-Politics of Banks
••

Ay§e Oncii and Deniz Gok$e

Introduction
‘Free market economy’, ‘opening to the outside’, ‘removing bureaucratic barriers’,
have become key phrases in the official discourse find political lexicon of the 1980s’
decade in Turkey. Faith in the efficiency of the spontaneous and self-adjusting order of
‘market forces’ appears to have displaced the traditional imagery of justice and welfare
as emanating from the State. It is now competition in a free market that is expected
to reward productivity and efficiency rather than a patrimonial State deciding the
distribution of spoils. No longer is a powerful bureaucracy seen as the sine qua non
of economic development; it is perceived as an obstacle to be removed to allow for
unfettered operation of a ‘free market’. Once cumbersome State regulations are dis
mantled, both ‘hidden local capital’ and the flow of foreign capital - patiently awaiting
a favourable political climate - will enable Turkish society to ‘skip a century’, to quote
Prime Minister Turgut Ozal’s phrase.
For all the polemics of Turkish liberalizers against the State, the question of whether
and in what direction the state is changing remains controversial. Is the state now
in ‘retreat’ before an expanding ‘civil society’?1 How does a state, often described in
terms of an ancient tradition of centralization and autonomy, ‘retreat’? Is it simply
that the ‘public sector’ of yesterday is becoming the ‘private sector’ of today? Is the
state ‘disengaging’ itself from the economy?2 If so, does this mean it is becoming more
open to societal pressures over policy-making, and hence losing its alleged ‘autonomy’?
Or does it mean that state policies are becoming increasingly constrained by exigen
cies of international finance, such that the state is losing its capacity for autonomous
action in the organization of the domestic economy? Perhaps the growing power of
the international financial community has had paradoxical effects on state agencies.
Is it possible that the increased availability of international finance has helped place
state agencies in a central position vis-a-vis the organization of the domestic economy,
thereby actually strengthening state capacity?3
1

3

‘Retreating States and Expanding Societies’ was the organizing theme of the JCNME/SSRC
conference at Aix-en-Provence, 25-27 March 1988.
See, for instance, Victor Azarya and Naomi Chazan, ‘Disengagement from the State in Africa:
Reflections on the Experience of Ghana and Guinea’, Comparative Studies in Society and His
tory, 29 (1987), pp. 106-31.
As suggested, for instance, by Barbara Stallings, ‘International Lending and the Relative Au
tonomy of the State: A Case Study of Twentieth-Century Peru’, Politics and Society, 14 (1985):
257-88.
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The present essay is an attempt to probe these questions at the sectoral level, from
the ground up. Specifically, it aims to look at the evolving relations between state
agencies and banks in post-1980 Turkey, under an official policy of de-regulation of
financial markets.
Our initial premise is that it is misleading to conceptualize the changing role of the
state in Turkish financial markets along a continuum of polar opposites, ranging from
‘tight controls’ to ‘full de-regulation’. Change need not be ‘directional’ in this sense.
The Turkish financial system, like most other financial systems, has always been, and
continues to be, neither totally regulated, nor fully liberalized, but somewhere in be
tween. Thus, to try to capture change in terms of ‘degree of state regulation’ is to
confuse the issue. The question is not more or less state regulation but what the state
seeks to regulate and how. The dynamics of change in Turkish financial markets in the
1980s’ decade has to be sought in the logic and mode of state intervention rather than
in its ‘degree’.
Below, we try to develop and elaborate a series of specific points with regard to
changing state-financial sector relations in the 1983-1988 period in Turkey.4 The Turk
ish experiment with liberalization of financial markets has been accompanied by a
progressive insulation of actual policy-making and implementation within an inner cir
cle of technocrats directly attached to the Prime Ministry. In terms of state-financial
sector relations, this has resulted in the atrophy of traditional associational and bu
reaucratic channels as well as the truncation of political channels of influence through
party networks.
Banks, the oligopolistic giants of the Turkish financial system, have found them
selves targeted for major restructural reforms, after decades of ‘riskless’ or ‘comfort
able’ profits, nurtured through interest ceilings well below inflation rates and isolated
from international markets through currency regulations. Deemed old fashioned, non
competitive and complacent, the Turkish banking sector has been foremost among the
strategic priority areas marked for reform in line with the requirements of an interna
tionalized economy.
The general strategy of ‘liberalization of financial markets’ has been applied into a
rapid succession of policy moves, inevitably fraught with inconsistencies, delays, peri
odic readjustments and unexpected developments in the sequencing and application of
actual policy measures. Decisions with regard to the timing as well as the particular
mix of such discrete and rapid policy shifts have emanated from the ‘inner circle of
technocrats’ at the centre.
Since banks have been excluded from this so-called ‘fine tuning’ process, the oscilla
tion between different types and degrees of regulation and de-regulation according to
the administrative-technical imperatives of the new strategy has meant overwhelming
uncertainty and instability for the sector as a whole. Thus, from the point of view
of the banking sector, economic policies of liberalization have amounted to ‘arbitrary’
Our analysis is primarily based upon information gathered through focused interviews with top
ranking executives of banks during the summer of 1988. A variety of sources which provide news
on current financial-cum-economic events, published trend reports, round-table proceedings,
commentaries by leading figures from the world of finance and politics were used to obtain
supplementary information on changes between 1983-1988.
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state intervention; arbitrary, because the insulation of policy-making from social pro
cesses, from politics and from the bureaucratic State tradition as well, has rendered
the rapid strategy shifts emanating from the inner-circle of technocrat-planners totally
unpredictable.
The Turkish banking sector has nevertheless remained politically quiescent, refrain
ing from any public challenge and continuing its support of the incumbent centre-right
coalition in government. In other words, the much publicized ‘crisis’ of the Turkish
banking sector has not, as late as the end of 1990, translated itself into overt political
opposition. The oligopolistic giants of the Turkish economy, trembling under ‘shocks’
administered by swift policy shifts over the past decade, would appear to have been
reduced to political impotence.
The Turkish banking sector has been both unable, and unwilling, to challenge the
prevailing pattern of policy insulation; unable, due to the close links between the state,
banks and industry and the strong state influence over the banking sector itself, and
unwilling, because Turkish banks have found the new era of ‘liberalism’ very profitable
in the short run. Riding on a wave of economic expansion based on external and in
ternal borrowing, they have been reluctant to seriously challenge their isolation from
policy-making. Thus, continued economic expansion has been the necessary candition
for the policy of exclusion that has characterized state-banking sector relations in the
post-1983 period in Turkey.
In the following sections of this chapter, we elaborate each of the points above, intro
ducing the necessary qualifications and modifications to the arguments, which entail
gross crudities when stated in synopsis form. Our aim in stating these points from the
very beginning is simply to give the reader a sense of direction in following through the
compartmentalized sub-sections which attempt to capture, separately, what in reality
constitutes a changing totality.

Political Dynamics of Policy Insulation
The political dynamics of increasing policy insulation in the post-1983 period in
Turkey can best be understood in terms of the fundamental dilemmas of a narrowly
based centre-right ‘coalition’ government, attempting to reconcile the strategic priori
ties of its economic restrucluration programme with the vagaries of populist politics.
Turkey’s pursuit of export markets and foreign capital since 1983, have been po
litically managed by a centre-right coalition of interests under the umbrella of the
Motherland Party (MP). The party itself was formed six months prior to the restora
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tion of contested elections in November 1983.5
The MP’s minimal winning coalition - in the range of 35-40 per cent of all validly cast
votes - brought under a single umbrella elements of the centre-right, which had earlier
been fragmented among the Justice (liberal centre-right), National Salvation (religious
right) and Nationalist Action (nationalist right) parties prior to the military inter
vention of 1980.6 In the restricted political arena of the 1983 general elections, with
former political parties closed down and their leaders banned from politics, the MP’s
architect, Mr Ozal, successfully projected himself as the only leader capable of manag
ing inflation, the export drive and continued economic expansion. With trade unions,
voluntary associations, the universities, the press and the media effectively brought
under control through the 1982 Constitution and subsequent legislation, the MP gov
ernment faced little challenge from non-parliamentary organizations.7 Broad political
exclusion, that is, political demobilization through restrictions upon the activities of
autonomously-organized social and political groups, had already been accomplished
through legislation enacted by the military regime.
Yet broad political closure was only one aspect of Mr Ozal’s ability to effect a rapid
and coherent strategy of economic restructuration. A second very important pre
condition was the exclusion of different groups within the MP’s coalition umbrella
from the actual economic policy-making processes. In other words, the government’s
strategic capacity to pursue the technocratic rationality of its developmental model
pre-supposed, at least initially, a substantial degree of autonomy from ‘coalitional’
challenges and compromises. Political closure in the narrower sense, that is, the insu
lation of technocratic planning and implementation from the need to reconcile conflicts
of interest and calculations of political feasibility among coalition partners, offered a
short-run resolution to this dilemma. Short-run, because its effectiveness threatened
to undermine the alliance in the long term, portending to unglue the constituent wings
of the party. As the attendant outcomes of ‘successful’ economic restructuration such
as declining social expenditures, reductions in state subsidies and worsening income
distribution became increasingly apparent, the danger resided in the erosion of the
5

8

7

The founder of MP, Mr Turgut Ozal, served as the Vice Prime Minister, with full and sole
responsibility for economic affairs between 1980-1982, during part of the military rule of 19801983. In terms of its economic policies, the MP espoused continued liberalization and dereg
ulation (initially introduced by the Suleyman Demirel government in January 1980, and sub
sequently put into effect by the military), as well as reduced public spending, public sector
reform and privatization, upon which the support of the international financial community, the
European Economic Community, multi-national agencies and the like remained contingent. In
terms of domestic political alliances, the MP represented a precarious coalition, forged under
the special circumstances of the 1983 general elections.
On the dissolution of existing political parties during the military rule and the new parties of
the post-1983 period in general, see Birol Yegilada, ‘New Political Parties and the Problems
of Development in Turkey’, New Perspectives on Turkey 1 (1987), pp. 35-62, and liter Turan,
‘Political Parties and the Party System in post-1983 Turkey’, in State, Democracy and the
Military: Turkey in the 1980s, Metin Heper and Ahmet Evin, eds. (Berlin and New York:
Walter deGruyter, 1988). On the Motherland Party, see Ustiin Ergiider, ‘The Motherland Party,
1983-1989’, in Political Parties and Democracy in Turkey, Metin Heper and Jacob Landau, eds.,
(London and New York: I.B. Tauris, 1991).
For a review of this legislation, see Taha Parla and Ayge Oncii, ‘Militarism and Corporatism
in Hirkey’, 1986, typescript, and Ergun Ozbudun in this volume.
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MP’s narrow electoral majority, and hence the disintegration of its coalition bases,
A broader discussion on the dilemmas of an elected government involved in a balanc
ing act between demands of international financial agencies for structural reform on the
one hand, and pressures from divergent interests among its own constituent wings on
the other, while attempting to maintain its slim majority at the polls, extends beyond
the scope of the present chapter. Suffice it to underline that the emergent trend to
wards increasing insulation of decisional and operational authority on strategy-relevant
issues within the confines of an ‘inner circle’ directly attached to the Prime Minister,
needs to be couched in the context of these dilemmas. *

Institutional Underpinnings of Policy Insulation
The creation of an ‘inner circle’, insulated from the bureaucratic apparatus of the
centralized ministries as well as political bodies of the incumbent coalition government,
has entailed a series of organizational changes in the scope and responsibilities of State
agencies, to centralize strategic policy powers within the Prime Ministry, coupled with
a set of new appointments controlled by the Prime Minister himself. Among the most
crucial of these various organizational changes, introduced step by step, has been the
following:8
The creation of an Undersecretariat of Treasury and Foreign Trade in the Prime
Ministers’ office. This meant that the powers of both the Ministry of Finance
and the Ministry of Commerce were dramatically reduced. Without control over
the Treasury, the Ministry of Finance became, more or less, a general directorate
of customs and taxation, akin to a department of internal revenue. Similarly, the
detachment of foreign trade from the Ministry of Commerce dramatically cur
tailed its powers in the new era of export-oriented growth. The newly-established
Undersecretariat of Treasury and Foreign Trade, on the other hand, attained the
powers of a ministry, but remained a non-cabinet post headed by an appointed
technocrat directly responsible to the Prime Minister.
Two new departments, a Department of Foreign Investment and a Department
of Investment and Export Promotion and Implementation were also created in
the Prime Ministers’ office. The establishment of these departments centralized
many activities previously scattered among various ministries, thus removing
them from the jurisdiction of the traditional bureaucratic apparatus of the State
and bringing them under the direct control of the Prime Minister.
The two other most critical State agencies, that is, the State Planning Organiza
tion and the Central Bank, were already attached to the Prime Minister’s office
*

8

For an elaboration on the developments deriving from these dilemmas, see Ziya Oni§ in this
volume (Editor’s note).
The Annual Reports of the Turkish Businessmen’s and Industrialists’ Association provide a
useful appendix on the calender of main economic policy measures including new legislation
and administrative decisions on re-organization of centralized agencies, creation of new bodies,
and the like. The OECD country surveys on Turkey include a similar monthly calendar of major
policy decisions. Both sources contain detailed information on the dates and sequencing of the
organizational changes outlined above. Also see Metin Heper, ‘Motherland Party Governments
.and Bureaucracy in Turkey, 1983-1988’, Governance, 2 (1989): 460-71.
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prior to 1980. Also, during military rule (1980-1983), a High Coordination Coun
cil of Economic Affairs had been created, to be headed by the Prime Minister
and including two vice Premiers, and the Ministers of Foreign Affairs, Finance,
Trade, Agriculture, Industry and Energy. Thus, Mr Ozal came to have direct
control over appointments to all top executive positions of these organs as soon
as the MP government was formed in 1983.
Last but not least was the creation of a [Board of] Mass Housing and Public
Participation Fund (BMHPPF), again directly attached to the Prime Minister.
Among the series of such ‘Funds’ created through the diversion of tax resources
from the consolidated budget by the MP government, exempting them from the
standard budgetary controls and placing them under executive jurisdiction, the
BMHPPF has been the most important.9
The combination of these organizational changes has served to bring together, within
the Office of the Prime Minister, a set of key agencies involved in strategic policymaking and implementation. The ‘inner circle’ has been composed of top executives
of these agencies, directly appointed by the Prime Minister, comprising the Head of
the Central Bank, the Undersecretary of Treasury and Foreign Trade, Undersecretary
of the State Planning Organization, Head of the BMHPFF, Head of the Economic Af
fairs High Co-Ordination Council, and finally, the directors of two of the largest State
banks, Ziraat Bank and Emlak Bank.
Equally important, if not more so, as these organizational changes, has been the
Prime Minister’s choice of the candidates for these positions. The concept of an ‘inner
circle’ suggests a group of faithful followers appointed on the basis of personal trust
and loyalty. It also implies that the powers of individual members in this inner circle
depend upon the confidence and favour of the Prime Minister rather than the offices
they occupy. The Prime Minister’s choice of candidates suggests that this has indeed
been the case.10 The appointees to key ‘inner circle’ positions have shared a number of
common characteristics. With few exceptions, they have been drawn from outside the
career bureaucracy; none were politicians; all were relatively young, around 40 years
of age and U.S.-educated for the most part. Some have been directly imported from
the United States to head the agencies they were appointed to. All were ‘unknown
quantities’ prior to 1983. In sum, the distinguishing characteristic of inner circle mem
bers has been their total loyalty to Prime Minister Ozal, in the absence of allegiances
9 While the total number of such ‘off-budget’ funds financed through various earmarked revenues
is estimated to be around one hundred, the bulk of the revenues tied up in them is accounted
for by a mere half dozen. The BMHPPF is the single most important of these funds, accounting
for nearly half of the total assets tied up in them, variously estimated to range between $3.5
and $5.7 billion in 1987/1988. Since May 1986, (under Act No. 3291) all publicly owned
shares in the State economic enterprises designated for privatization have also been transferred
to the BMHPPF, enhancing its importance as a public resource under direct control of the
Prime Minister. See Oguz Oyan, ‘Fonlar, istikrar Programi ve Ozelle^tirme’, Mulkiyeliler Birligi
Dergisi, no. 91 (1988), pp. 20-6 and also, Financial Times, 23 May 1988.
10 Hence dubbed as ‘Ozal’s princes’ by the press. See, for instance, Cumhuriyet (Istanbul daily),
14 January 1989
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within the bureaucratic establishment or party networks and factions.11
The Prime Minister’s inner circle was initially greeted as a daring move to cut through
Turkey’s slow and deep-rooted bureaucracy; its members were viewed as ‘Young Turks’
ready to revolutionize a banking sector which had enjoyed decades of cheap money and
freedom from external auditing, and hence had remained a morass of mismanagement,
inefficiency, high operating costs, and doctored bad loans.12
The ramifications of ensuing policy insulation soon became apparent, however, as
the Turkish financial markets failed to behave as anticipated in response to standard
policy tools, and as frequent re-adjustments in the timing, sequencing and application
of various policy measures had to be introduced. Chafing under the ‘unpredictability’
of such rapid shifts, the Turkish banking sector discovered that its institutionalized
channels of access, contestation, and information, political as well as bureaucratic,
were increasingly blocked. The inner circle remained insulated from the usual political
(through Cabinet members and other MPs) or bureaucratic (through the ranks of the
institutions they headed) pressures. Some of the views expressed in interviews these
authors conducted with top executives in Istanbul’s financial community in the sum
mer of 1988 were to the effect that bureaucracy has been wiped out; the Cabinet has
no agenda; the Ministers are like directors-general; and there is no one to talk to in
Ankara.
These comments reflected the increasing marginalization of the bureaucratic appara
tus of the state as well as the political bodies of the incumbent Motherland Party. They
also expressed growing disenchantment with what has emerged as the new pattern of
policy-making in the post-1983 era. Decisions are first formulated within the ‘inner
circle’ and put into effect, then afterwards, either the Prime Minister himself or some
members of his inner circle, explain the decisions taken and try to placate the vested
11

12

A Profile published in the Financial Times supplement on Turkey (14 May 1984) of Dr Namik
Kemal Kill;, Director of the Foreign Investment Department at the time, serves to provide
a composite portrait. Described as a ‘brisk 41-year-old’, born in Qankin and brought up in
Ankara, he graduated from the University of Ankara in 1964 and worked for two years at the
Ministry of Agriculture. He went to Michigan State University in 1967 and took a Master’s
degree in systems science (engineering). In 1972 he received a doctorate from the university’s
industrial engineering department. For the next four years, he taught there, and worked as
consultant to the State of Michigan and the U.S. federal government. He gained experience
in economic modelling and worked on the Agency for International Development’s programme
for South Korea, Mexico and Nigeria. Returning to Turkey to teach at Q'ukurova University's
engineering and economics department in 1977, he began to press his ideas for eliminating
subsidies on government. He was unsuccessful at first but caught the eye of the team which
was beginning to gather around Turgut Oual .., etc. The profile above, directly taken from
the Financial Times, is remarkably ‘typical’ of the Prime Minister’s inner circle of technocrats,
despite considerable turnover in actual membership. During the summer of 1988 when the
present research was undertaken, the names most frequently cited as belonging to the ‘inner
circle' included Mr Yusuf Ozal (Head of High Coordination Council of Economic Affairs and the
Prime Minister's brother), Mr Ali Tigrel (Undersecretary of the State Planning Organization),
Mr Riigdii Saracogiu (Head of the Central Bank), Mr Biilent §emiler (Director of Emlak Bank),
Mr Cofjkun Ulusoy (Director of Ziraat Bank), Mr Biilent, Giiltekin (Head of the Board of Mass
Housing and Public Participation Fund) Assessments as to the relative powers of these figures
were invariably couched in terms of their ‘closeness’ to the Prime Minister, rather than the
importance of the organizations they headed.
See for instance, Financial Times, 24 January 1984; 20 May 1985; and 9 April 1985

106

interest groups, either by initiating special meetings, or by arriving in person, at the
scheduled regular meetings of various associations such as the Association of Turkish
Banks, Chambers of Commerce, Turkish Industrialists’ and Businessmen’s Association,
and the like.
The political quiescence of the Turkish banking sector in the face of such policy insu
lation presents an initial puzzle. Banks have been and continue to be the most powerful
economic actors in Turkish society. Yet growing dissatisfaction with the ongoing pat
tern of policy-making and implemention has not translated itself into open challenge
to the incumbent MP government. To reiterate, the argument presented below is that
the Turkish banking sector has been both unable and unwilling to engage in overt con
frontation; unable, because of the heavy presence of the state itself within the banking
sector; and unwilling, because the ‘shock treatment’ of the oscillation between different
degrees and types of regulation and de-regulation notwithstanding, banks have been
riding on a wave of short-run profitability contingent upon extensive internal and ex
ternal borrowing in the Turkish economy.
To elaborate further, closer scrutiny of the nature of financial markets in Turkey
is necessary, for the ‘outcome’ of any economic restructuration programme is as much
dependent upon the institutional configuration of existing financial markets as the pro
fessed aims of policy-makers and the choices they make.

Anatomy of the Turkish Banking Sector
The organization of financial markets in Turkey has been characterized by extremely
tight networks linking the state to the banking sector and the banking sector to in
dustry. The strong presence of the state in the banking sector and the high degree
of interpenetration between finance and industry are a historical legacy of the early
decades of the Republic (founded in 1923). Throughout the 1930s and 1940s, policies
of industrialization through state initiative entailed the creation of a series of stateowned banks to provide credit and facilitate investments in specialized sectors of the
economy - agriculture, housing, mining, textiles, maritime activities, and the like. In
the pre-war decades, these banks mobilized resources for a wide array of ‘public sector’
infrastructural and industrial investments. Later, in the post-1950 period, when pri
vate enterprise prospered under protectionist state policies, which encouraged import
substitution, the state banks played a key role in channelling foreign aid and credit as
well as domestic public credit to private industry. Interlocking ownership of banks and
corporations gained further momentum as the nascent private conglomerates began to
move into financial markets towards the end of the 1950s. Thus, during the inflationary
expansion of the economy in the 1960s and 1970s, bank ownership became the sine qua
non of comparative advantage in financial markets, with a series of private commercial
deposit banks controlled by the so-called ‘Groups’.
The resultant oligopolistic structure of the banking sector has been described in
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terms of three interlinked features.13 First, the Turkish financial sector is character
ized by an overwhelming dominance of banks, and the correspondingly limited role
of other financial institutions. Bank deposits constitute two thirds of total financial
instruments in Turkey. Thus, for all practical purposes, to talk about the Turkish
financal system is to talk about banks.
Secondly, the banking sector, in turn, is also highly concentrated. Four major banks
account for a substantial component of the total assets, deposits and credits generated
by the banking sector (Table 8.1). These four banks (Ziraat Bank, Bank, Akbank,
and Yapi Kredi Bank) control around 60 per cent of total credits; they account for 65
per cent of total deposits in the system.14
The ten largest banks listed in Table 8.1 include both state-owned deposit banks
and also private commercial banks owned by large conglomerates - ‘The Groups’. A
few words about these different categories of banks is necessary to convey the general
picture.
There are 10 specialized state deposit banks in the Turkish financial system, four
of which are listed in Table 8.1 above.15 In 1987, these ten banks represented 51.5
per cent of total assets of deposit banks in Turkey. Most were established in the early
decades of the Republic (between 1923-1946) by special decrees, to provide credit and
facilitate investments in specialized sectors of the economy as well as operating as reg
ular deposit banks.16
Products of an era earmarked by industrialization through state initiative, they have
provided credit facilities for a wide array of industrial and commercial enterprises,
subsequently becoming equity holders with a controlling interest in many instances.
Today, some of these banks are owners of state economic enterprises, others are equity
holders in a variety of private sector companies, as well as operating as regular com
mercial banks.
The ascendancy of private commercial deposit banks in the system is predominantly
a post-1946 phenomenon, lent impetus by the industrialization through private initia
tive policies of the post-1945 multi-party era, roughly up to the late 1970s. This is also
the period in which the nascent private conglomerates began to move into the banking
sector. More specifically, a new banking law, passed in 1957 (Act No. 7129)

13

14
15

16

On the institutional structure of the Turkish banking sector, see, inter alia, Ozcan Ertuna, Finansal Kurumlar, Ankara: Teori Yayinlan, 1986; Oztin Akgiig, Tiirkiye’de Bankacthk, Istanbul:
Gergek Yayinevi, 1987; and Selguk Abag, Turkish Banks and the Banking System, Istanbul: Eu
rocurrency Publications, 1986.
The oligopolistic structure of the 'Turkish banking system has remained highly resilient in the
restructuration policies of the 1980s' decade, as revealed by Oztin Akgii<;’s annual trend reports
published in the monthly journal Banka ve Ekonomik Yorumlar (Istanbul).
In addition to the four listed in Table 8.1, the State-owned deposit banks include Anadolu
Bank, Iller Bank, Etibank, Siimerbank, T. Ogretmenler Bank, and Denizcilik Bank Two of
these, T.Emlak Kredi Bank and Anadolu Bank, were merged in 1988. If the three state-owned
investment banks and the Central Bank itself are included, the number of State banks in the
system becomes 14.
Thus, for instance, the T Einlak Kredi Bank is the only bank legally empowered to grant
housing credit and engage in real estate development activities, in addition to providing all
regular commercial banking services.
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Table 8.1: The Largest Ten Banks in Turkey (December 1988)
Total Assets
(million TL.)

% Share
in Total

Cumulative
% Share

T.C. Ziraat Bank
(State-owned)
T.C. Bank
(Quasi-State)
Akbank
(Group-owned)
Yapi ve Kredi Bank
(Group-owned)
T.Emlak Kredi Bank
(State-Owned)
T. Halk Bank
(State-owned)
T. Vakiflar Bank
(State-owned)
Pamukbank
(Group-owned)
T. Ticaret Bank
(Group-owned)
T. Garanti Bank
(Group-owned)
Other Banks
(51 Banks)

8,882,010

22.7

22.7

6,064,685

15.5

38.2

3,151,065

8.0

46.2

3,043,785

7.8

54.0

2,776,651

7.1

61.1

1,889,234

4.8

65.9

1,606,934

4.1

70.0

1,289,318

3.3

73.3

1,229,443

3.1

76.4

1,130,489

2.9

79.3

8,112,357

20.7

100.0

TOTAL

39,175,966

Banks
1.

2.

3.
4.

5.
6.
7.
8.
9.

10.

Source: Turkiye
Bankasq/Zetn’ew of Economic Conditions, (Supplement), no.l,
(January-March, 1988).

removed credit ceilings on lending to enterprises in which banks were themselves eq
uity holders.17 In the subsequent two decades of inflationary growth (perhaps better
described as periods of rampant inflation alternating with stabilization measures and
contracting growth, symptomatic of ‘import substitution' behind protective barriers),
interlocking ownership of banks and corporations gained momentum. Of the five private
commercial banks listed in Table 8.1 above, all are controlled by large conglomerates.
A final very important structural feature of the current financial system is that the
banks (both State and private) have equity holdings in affiliated companies, often with
17 Ceilings were re-imposed in 1979 through a special decree-law (No. 28, 31 August 1979) modi
fying the relevant articles of Act No. 7129. The Bank Act of 1983 also includes credit ceilings
to limit interlocking ownership.
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controlling interest.1819The resultant interlocking ownership of financial institutions
and corporations has meant that the distinction between ‘public’ and ‘private’ banks
is often not so clear cut as it initially appears. Hence it may be more appropriate to
talk about ‘oligopolistic public-private conglomerates’ in the Turkish banking system,
as suggested by one student of comparative Middle Eastern financial systems.10
The extremely tight networks linking state to financial interests and then to industrial
capital, may provide one possible explanation of why the Turkish banking oligopoly has
refrained from political opposition despite extreme policy insulation. The government
has substantial powers and control over the financial system, given the dominance of
state banks and the interpenetration of finance and industry. Mr Ozal’s political strat
egy has been to include the top executives of the two largest State banks in his inner
circle, in addition to the Head of the Central Bank. But in all three cases, the appoint
ments to these key positions have been from outside the traditional banking system.
Thus, the old guard of the Turkish banking oligopoly (public and private) has not only
been deprived of a voice in the immediate policy formulation and implementation pro
cess, but also found it impossible to mobilize group action to challenge the increasing
autonomy of the Prime Minister’s inner circle. The Association of Turkish Banks, a
body with compulsory membership, having both state-owned and private banks under
its umbrella, has proved ‘meaningless’ as an organizational vehicle, although dominated
by the old guard of banking circles.20
However, ascribing the political quiescence of Turkey’s banking oligopoly solely to
the institutional structure of the sector itself would be misleading. Individual banks
have found the new era of restructuration highly profitable, despite much private criti
cism of the Prime Minister’s inner circle as ‘young boys playing games’, to quote from
an interview these authors conducted. Thus it could well be argued that so long as
individual banks have continued to profit, the Turkish banking oligopoly has been un
willing to openly challenge the prevailing policy exclusiveness, preferring to ride on a
short-run wave of expansion based on extensive internal and external borrowing from
which the sector as a whole appears to have reaped the lion’s share. To elaborate
18
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According to a special Commission report of the State Planning Organization in 1982, 18
of the 26 private commercial banks were ‘Group’ owned. See, ‘Banking and Credit Policies
and Measures’, in Fifth Five-Year Plan, Special Commission Report on Banking and Credit,
Ankara: The State Planning Organization, 1982, p.9. For a journalistic attempt to map out
the interlocks, see Mustafa Sonmez, Kirk Haramiler. Tiirkiye'de Holdingler (Istanbul: Ozlem
Yayincihk, 1987).
See Clement Henry Moore, ‘Islamic Banks and Competitive Politics in the Arab World and
Turkey’, The Middle East Journal, 44 (1990): 234-55.
The Association of Turkish Banks was created in 1958 through special provisions of the Bank
ing Act (No. 7129) on a corporatist model (in institutional terms) of singular, monopolistic
representation. The general assembly of the Association includes all banks, but voting rights
are defined according to the assets of individual banks. The largest State bank, Ziraat Bank,
is a permanent member of the Executive Board as stipulated in the statute of the Assocation;
the Board itself is dominated by large banks, notably large State banks The association’s
ineffectiveness in organizing group action was demonstrated when it attempted to implement a
‘gentleman’s agreement’ which set interest rates (for current accounts) at 33 per cent, shortly
after the government decision to free them in June 1980 Among the earliest violators of the
gentleman’s agreement were the large state banks, and by February 1981 interest rates had shot
up to 80 per cent.

110

this point further, it will be necessary to have a closer look at the specific policies of
de-regulation implemented in the post-1980 period, and the micro-politics of banks in
the context of those policies.

Macro-Politics of ‘Tight Regulation’ Prior to 1980
Observes of the Turkish financial scene have been almost unanimous in describing the
pre-1980 period in terms of ‘tightly-administered system’ characterized by ‘extensive
state intervention’.21 The political logic behind the indisputably extensive bureaucratic
regulations centred on state control over the allocation of two critical resources in the
economy, namely, foreign currency and credits. Both the ‘price of foreign currency’
and the ‘price of credits’ were administratively defined at below market rates, and bu
reaucratically allocated according to ‘policy and/or political priorities’.
An overvalued exchange rate policy (that is, the price of foreign currency officially
fixed at below real market value) was accompanied by the exclusive monopoly of the
Central Bank over foreign currency transactions. The commercial banks (state or
private) were prohibited from holding foreign currency in deposit accounts or reserves.
This meant that the Central Bank purchased the foreign currency earnings of exporters
below real market value (that is, at the fixed official exchange rate) and allocated it
(cheaply) among importers. Thus, import requests from import licence holders (who
deposited the equivalent amount in TL at the offical exchange rate with a commer
cial bank) were processed by the Central Bank. Depending upon the foreign currency
reserves of the Central Bank and priorities established by the State Planning Organi
zation, the available foreign currency was selectively distributed. A chronic balance of
payments deficit coupled with the over-valued official exchange rate meant that the de
mand for foreign currency was almost invariably in excess of supply, resulting in long
waiting lists. The existence of a flourishing ‘unregulated’ parallel market in foreign
currency is self-explanatory.
The second most important set of controls in the pre-1980 period entailed adminis
tered interest rates for deposits and credits in the banking system, again below market
prices. Hence, numerous sectors of the economy were subsidized through low cost
credit - public enterprises, agriculture, artisans and small traders, and the like. Spe
cific quantity directives, interest surcharges and rebates, preferential tax treatments,
and the like further served to manipulate the cost of credit. The extensiveness of these
administrative controls meant that only an estimated one quarter of total credit was
free from government controls.22 It also meant that in practice, all investments ben
efited from encouragement schemes of one type or another, that is, the policy of low
cost credit. 23
The dynamics of the banking sector in the 1950-1980 period were shaped by the
combination of these two sets of political- cum-bureaucratic controls over the price and
21
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See for instance, A. H. Hanson and C. R. Neal, Interest Rate Policies in Selected Developing
Countries, 1970-1982 (Washington D.C.: World Bank Industry and Finance Series, 14, 1986,)
pp. 121-8.
Ibid., p. 121.
See The State Planning Organization, ‘Banka Kredi Politikalan ve Tedbirleri’, p.3.
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allocation of foreign currency and credits, resulting in what is frequently described as
‘riskless banking’ by the bank executives themselves.
Prohibited from foreign currency transactions, banks were effectively cushioned from
short-term fluctuations in world currency markets. They ‘bought and sold Turkish
money’. To capture deposits at administratively-defined low interest rates, an elabo
rate network of ‘branch offices’ developed, with an estimated average number of 250
new branch offices opened annually between 1970 and 1981.24 ‘Cheap’ loans, or State
subsidized credit at preferential interest rates, were in turn channelled into ‘The Group’
investments; the interlocking ownership of financial institutions and corporations was
accompanied by less than arm’s length lending and underwriting practices.
What this brief characterization serves to underline is that the often repeated depic
tion of Turkish financial system in the pre-1980 period as ‘tightly regulated’ refers to
the existence of an elaborate edifice of bureaucratic regulations built up to control the
price and allocation of foreign currency and ,credits.

Macro-Politics of De-Regulation and Micro-Politics of Banks
in the Post-1980 Period
The dramatic shift towards a strategy of ‘liberalization’ in the post-1980 period has
thus entailed successive attempts to de-regulate interest as well as foreign exchange
rates. In actual implementation, this has meant ‘high’ interest rates (with two brief
attempts to actually ‘liberate’ them) and floating rates of foreign exchange. The ramifi
cations for the banking sector as a whole have been momentous, although the outcome
remains far short of the monetarist ideal of ‘full liberalization’.
The micro-politics of banks in the new era of ‘de-regulation’ have been based on
simultaneous changes in both markets. The adoption of a crawling-peg exchange rate
from May 1981 onwards, with the Central Bank empowered to establish the parity of
the Turkish lira on a daily basis, meant, in effect, the removal of price controls over
foreign currency.
Equally, if not more, important were the concomitant changes introduced in the
foreign exchange regime, allowing commercial banks to engage in foreign currency op
erations, thus ending the historical monopoly of the Central Bank. A series of discrete
measures were progressively introduced through special decrees, permitting commer
cial banks to hold foreign currency in their legal reserves, granting them autonomy to
use proceeds from export sales, transfer the income and sales proceeds of foreign direct
investments, generate short-term foreign credits for themselves directly and to extend
foreign currency loans and determine the exchange rate for large transactions, as well
as allowing individual depositors to open domestic foreign currency accounts. The cu
mulative outcome of these changes has been to decentralize the majority of commercial
transactions in foreign currency, hitherto the exclusive domain of the state (through
the Central Bank), to the banking sector. Thus the role of the Central Bank in foreign
currency markets became essentially a regulatory and supervisory one.
24

In 1986, the total number of branch offices of deposit banks in the system reached 6,244 (Akgii$,
Turkiye’ie Bankacilik, p. 82).
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The most immediate consequence of the decentralization of foreign currency opera
tions, when coupled with the softening of restrictions on capital inflows from abroad
and the introduction of an export encouragement scheme, was the arrival of interna
tional banks which had so far eschewed Turkish financial markets. The number of
foreign banks in Turkey went up from 4 in 1977, to 22 by the end of 1988 (Table 8.2).

Table 8.2: Foreign Banks in Turkish Financial Markets

Banks

Date

Specialization

Osmanli Bank
Banco Di Roma
Hollantse Bank
Arap-Turk Bank
Citibank
Bank Mellat
BCCI (*)
Turk Bank Ltd.
Habib Bank Ltd.
Hanover Trust
Chase Manhattan
F.N.Bank of Boston
Saudi-American
Chemical Mitsui

1863
1911
1921
1977
1981
1982
1982
1983
1983
1984
1984
1984
1985
1985

General-Commercial
General-Commercial
General-Commercial
General- Commercial
Trade-Finance-Funding
Trade-Finance-Funding

Irving Trust/Tutiin )(**
BNP-AK (*** *•**
)
Ko?-Amerikan )(***
Bahrain/Kuwait
Banque Indosuez
Standard Chartered
Credit Lyonnais
Korfez Bank

1985
1985
1986
1986
1986
1986
1988
1988

Ownership

French
Italian
Dutch
Libyan
American
Iranian
77
Luxemburg
w
»
Cypriot
75
Pakistan
77
American
American
w
American
5?
77
Saudi-American
55
77
Ameri can- JapaneseTurkish
General- Commercial
American-Turkish
Trade-Finance-Funding French-Turkish
•n
»
American-Turkish
55
Bahrain-Kuwait
55
w
French
55
n
British
r>
5?
French
n
55
Qatar

* BCCI: Bank of Credit and Commerce International
** Irving Trust subsequently withrew from the Turkish financial markets over policy
conflicts with Ya§ar Group, owners of Tutunbank.
*•** BNP-Ak is a Bank Nationale de Paris and Akbank joint venture. Akbank is the
largest private bank in Turkey, part of the Sabanci conglomerate. Ko?- American
Bank is again a joint venture between American Express and the KOQ group.
The Ko? Group ranks as the third largest conglomerate in Turkey, after I§ Bank
(partly-state owned) and OYAK (Army Mutual Assistance Organization owned
by the Military). Chemical Mitsui’s Turkish partner is again a large ‘Group’,
ENKA.
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The large Turkish banks, long protected from fluctuations in world money markets
and burdened with the operating costs of vast branch networks and agonizing bureau
cracy, lacked the flexibility to immediately shift their activities from passive deposit
taking and credit-issuing to aggressive international trade financing in the new era of
export expansion. To quote from an interview held by the authors with a top bank
executive, ‘We used to wait for customers to walk in through the door; now we have
to try to anticipate their needs’. Hence, international banks, with their vastly superior
networks around the world, experienced in management and electronic fund transfer
technologies, initially met little competition in Turkey in carving a lucrative niche for
themselves in trade finance and funding operations. But by 1985, many of the promi
nent private ‘Groups’ had given birth to a new generation of ‘trade-finance banks’,
either in joint ventures with foreign banks (as seen in Table 8.2) or independently.25
The slowness of the over-branched, over-staffed traditional deposit banks in shifting
into foreign currency markets also provided scope for the emergence of a number of
new and small independent trade-finance banks of domestic origin. These enterprising
new mavericks, employing aggressive Madison Avenue techniques, were able to take
advantage of the expanding foreign trade and funding markets, and established them
selves in a banking sector long dominated by the ‘Groups’. Such names as Esbank,
Netbank, Finansbank, Iktisat Bank, Ekonomi Bank, Ithalat/Ihracat Bank, Adabank,
and the like have come to represent what one of the old guard described during our
interview with him as ‘the sporty end of the banking market’, different in image and
style as well as mode of operation from the traditional banks.
The high returns on short term ‘trade-finance’ and ‘funding’ operations in foreign
currency has in part been linked to the export boom of the 1980s, encouraged by
lavish subsidies particularly on manufactured goods as well as fortuitous external cir
cumstances in the Middle East markets. In dollar terms, exports nearly quadrupled,
going up from $ 2.3 billion in 1979 to $ 8.0 billion in 1985.26 Equally important how
ever, were generous capital inflows from abroad. Turkey’s Debt-GNP ratio increased
from 27.8 per cent in 1980 to 53.1 per cent in 1986, stimulated both by growing confi
dence in Turkey’s credit worthiness in international financial circles, and also generous
official support in view of Turkey’s geo-political position.27 The increased ability of the
economy to borrow from foreign sources in the post-1980 period has thus enabled trade
banks to generate funds from abroad, as well as attracting business from prominent
25

26
27

Among the most visible indicators of the shift towards foreign currency operations in the bank
ing system as a whole have been changes introduced at the top executive level. A recent study
comparing recruitment and succession patterns of top management in the banking sector in preand post-1980, emphasizes that the older, traditional banks began to recruit U.S.-educated, rel
atively young, aggressively mobile top executives in the 1980s in preference to promotions from
within the old guard. See Behliil Usdiken, ‘The Impact of Environmental Change on Charac
teristics of Top Management Teams’, paper presented at the Ninth EGOS Colloquium, Berlin,
11-14 July 1989.
See Halis Akder, ‘Turkey’s Export Expansion in the Middle East, 1980-1985’, The Middle East
Journal, 41 (1987J pp. 553-67, and Merih Celasun and banny Roderik, Debt, Adjustment and
Growth. Turkey (Chicago: University of Chicago Press, 1989).
Celasun and Roderick. Debt, Adjustment and Growth. Turkey, p 313, Table 10.1. For alterna
tive estimates, see TUSIAD, Di§ Borylar. Tahmin ve Analiz (Istanbul: TUSIAD, 1987).
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exporters. As described to these authors by some bank executives in the summer of
1988, in recent years the real function of banks is acting as brokers in foreign currency
transactions; people are going out of the banking business into the funding business;
deposit taking and credit-issuing are no longer profitable.
These comments by top banking executives suggest that ‘traditional banking’ of the
pre-1980 variety is no longer deemed an attractive source of profits. To be able to
explain why, it is necessary to look at interest rate policies of the post-1983 period.
The Turkish experiment with ‘de-regulation’ of interest rates has been confined to
a strategy of fixed but ‘high’ rates, with two brief but important attempts to actually
‘free’ them. The first attempt to lift ceilings on interest rates dates back to June 1980.
Initially heralded as the emancipation of banking in Turkey and later dubbed as ‘June
Banking’, it led to a cut-throat competition for deposits with catastrophic results for
all participants concerned. Banks and financial houses (money brokers) raced to cap
ture deposits by offering higher and higher rates. In a very short period, lending rates
shot up, threatening an avalanche of bad debts arising from the business community’s
growing inability to settle its loan obligations. The so-called financial houses, that is,
money brokers or ‘bankers’, which had collected deposits at unusually high interest
rates (giving promissory notes, post-dated checks as well as certificates of deposits of
banks as guarantee for the vast funds they collected on the basis of very limited assets),
were soon faced with a tide of bad loans, unable to cover their promised interest rates
and re-purchase guarantees. When the largest of these brokers crashed in 1982, fol
lowed by a run on some of the smaller banks (five of which subsequently crashed), the
Central Bank was forced to step in by pumping huge sums of money into the sector.
Following the crisis, a series of urgent measures were taken in money and capital mar
kets to liquidate the brokers; interest rates were brought down and once more became
fixed; and a new law was passed (in 1983) to bring banking practices under tougher
regulation and closer discipline.28
After this well-publicised episode, a more cautious strategy of fixed rates with fre
quent re-adjustments within a wide margin has become the norm. The basic strategy
has been one of steering clear of two pitfalls. On the one hand, nominal interest rates
on deposits have been frequently revised to keep them on a par with inflation and hence
avoid a flight of savings from the banking system. On the other hand, to ward off the
possibility of massive defaults by credit users and a threatened collapse of banks, sim
ilar to the 1980-1982 incident, ceilings have been imposed to keep rates under control.
Thus, variable interest rates have been determined according to the general trends of
the economy, notably the rate of inflation.
This strategy of frequent re-adjustments in fixed rates has dramatically narrowed
the profit margins of traditional commercial banks in credit operations. Higher deposit
rates have increased the cost of loanable funds. So banks have found that unless they
sacrificed their profit margins, or took on the risk of non-performing loans, they had to
remain confined to a very narrow base of sound credit customers. Inevitably, commer
cial banks have been squeezed at both ends, and they have had to reduce their profit
28 For journalistic accounts of the events of this period, see Emin Qolagan, 12 Eylul. Ozal
Ekonomisinin Perde Arkasi (Istanbul: Milliyet 1984); and idem, Banker Skandahmn Perde
Arkasi (Istanbul: Milliyet Yayinlan, 1984).
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margins. Nonetheless, their potential pool of sound interest customers, that is, enter
prises able to bear the high credit costs without the risk of non-performing loans, has
been steadily decreasing in numbers. The grip of high interest rates upon banks was
further tightened when the Central Bank announced (on 14 October 1988) a decision
to ‘free’ interest rates, for the second time since 1980. But within a week, ceilings were
re-established since the interest rates had risen ‘high enough’. By various estimates,
the number of sound credit customers, who could borrow at the prevailing high rates
of interest towards the end of 1988, did not exceed 300 enterprises at best.29
This progressive decline of profit margins in conventional banking operations has
meant that large commercial banks, which have traditionally relied upon their vast de
posit bases, have found liquidity in Turkish currency a liability. Not only has deposit
taking at high interest rates become expensive, but also credit seekers have grown
fewer in numbers. Thus to quote from one of our interviews, ‘buying and selling Turk
ish money is not profitable so long as interest rates remain high’.
What has compensated for the progressive decline of profits in conventional bank
ing operations has been the concomitant increase in central government borrowing.
From 1984 onwards, the central government has increasingly resorted to issuing short
term Treasury bills and longer-term government bonds in financing public sector cash
deficits. These default-free, tax-exempt and high-interest bonds have become the most
popular avenue of investment for large commercial banks, held against their liquidity
requirements.30 Again, a direct quotation from an interview with the top executive of
one of the largest commercial banks will serve to summarize this point: ‘Interest rates
have lost their importance. We buy and sell foreign currency now. And, of course, we
invest in State bonds.’ Thus, given higher interest rates on government bonds than on
deposits (Table 8.3), large commercial banks have been a major beneficiary of increased
public sector borrowing in the domestic economy.
The broader implications of increases in domestic borrowing, which grew as a pro
portion of GNP from about 35 per cent in 1981-1982 to nearly 45 per cent in 1983-1984
and to 49 per cent in 1985-1986, is beyond the scope of discussion in this chapter.31
The short term implications for the banking sector have clearly been very favourable.
Riding on the wave of domestic borrowing, coupled with the concomitant inflow of
international funds, Turkish banks have found the new era of ‘de-regulation’ highly
profitable.
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The difficulties of banks in finding credit worthy customers at the ongoing lending rates made
the headlines in the daily newspapers when two banks from among the top ten decided to issue
press releases. See Cumhuriyet, 4 December 1988, and Hurriyet (Istanbul daily), 20 December
1988.
For proceedings of two round-table discussions concerning the implications of the so-called
‘super-interest’ government bonds, see Banka ve Ekonomik Yorumlar, 21 (1984), pp 13-33,
and 22 (1985), pp. 7-26.
For a discussion on increased domestic borrowing in the post-1980 period, see Celasun and
Roderik, Debt. Adjustment and Growth. Turkey, pp. 149-52. The figures quoted are from p
150.
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Table 8.3: A Comparison of Interest Rates on Government Bonds and Bank Deposits,
1986

Interest
Rate (%)

Interest

Maturity

GOVERNMENT
BONDS

Rate (%)
1 year

Maturity

53.11

2 year

52.09

3 year

Variable

CURRENT
ACCOUNTS

1 month

30.0

3 months

40.0

6'months

45.0

1 year

52.0

Source: Figures released by Ministry of Finance, as quoted in Ziya Oni§ and Suleyman
Ozmucur, ‘The Role of the Financial System in the Creation and Resolution
of Macroeconomic Crises in Turkey’, 1988, typescript.

Conclusion
Our initial point of departure in (he present study was the broader concern of chang
ing State-society relations in Turkey in the 1980s’ decade. We began with a series of
questions gleaned from a theoretical literature, that is fraught with manifest prob
lems of alternative paradigms. Our attempt to approach these questions through a
de-limited study couched at the sectoral level was in part a reaction to the exces
sive reification of ‘the State’ in this theoretical literature. We hoped to pin down the
concrete referents of ‘the State’ which appears to gain or lose autonomy, retreat or ex
pand, engage or disengage itself from society and/or economy, depending upon which
approach one adopts from among the proliferating theses on changing State-society
relations.
Our analysis in the foregoing pages has emphasized changes in the logic and mode
of state intervention, rather than its degree or scale. We underlined that after nearly a
decade of implementation of an official policy of economic re-structuration, the anatomy
of the Turkish financial system remains essentially unchanged. State banks continue to
figure prominently among the oligopolistic giants of the Turkish financial system; their
interpenetration with private conglomerates remains as tight as ever. The state has
neither been been trimmed down (in budgetary or personnel terms), nor ‘privaLized’.
But while the centrality of the state remains intact, the form and type of state action
appears to have changed. Policy formulation and implementation have become increas
ingly encapsulated within a narrow inner circle of technocrat-planners, insulated from
institutionalized channels of intermediation and bargaining (bureaucratic and political)
in the domestic arena. Thus, the new logic of intervention, based upon the monetarist
imperatives of international financial institutions, has been accompanied by policy in
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sulation of a type often associated with authoritarian regimes. Such policy insulation,
we argued, has been contingent upon waves of increased foreign and domestic borrow
ing and hence its longevity depends upon continued economic expansion.
The financial sector, more so than any other sector of the economy, has been both
a mirror and also an instrument of ‘development policies’ in Turkey. To study the
financial sector is to focus upon the most powerful actors - banks - in Turkish soci
ety. Even so, to venture from a concrete investigation of change within an historically
specific period towards a theoretical discussion of the transformation in State-society
relations is at best a perilous task. With due apologies for the methodological leap, we
would like to conclude by adding a footnote to the increasing literature on ‘the State
tradition’ in Turkey.
The centrality of the State in Turkish society and its pivotal role in the organization
of the economy has frequently been ascribed to an abiding State tradition. Political
life has been viewed through the optics of State primacy, a powerful centralized State
which retains the prerogative of allowing, denying or transforming the dynamics arising
outside itself. Without debating their theoretical validity, such State-centric analyses
presume a certain continuity in the role of the Turkish state, past and present. Em
pirical study here suggests that such a role, paramount as it may be, has not always
been the same. In fact, it has undergone changes which can only be understood with
reference to the projects and activities of groups and classes in the domestic and inter
national arena. To the extent that the character, mission and capacities (nature and
strength) of the Turkish state have been, and continue to be, subject to re-definition
and re-constitution in interaction with society, the apparent continuities in State tra
dition may indeed be illusory.

