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ABSTRACT

BIG BUSINESS AND
BIG BUSINESS LEADERS

IN TURKEY

by Guvenc G. Alpander

This is a study of the Turkish big business firms
and big business leaders. The business leader is seen
as he operates within his socio-economic environment.
During the course of this research the following ques-
tions were answered: Who are the business leaders in
Turkey? From what social and economic levels do they
come? What are their sociological and psychological
traits? How do they perceive their role in the society?
What are the predominant characteristics of their im-
mediate environment, namely the firm?

To answer these questions, 103 business leaders
from banking, insurance, manufacturing, transportation,
commerce, mining, and petroleum industries were inter-
vViewed. The firms that made up the study were mainly

concentrated in or around Ankara, Istanbul, and Izmir.

The Firm

Thirty-two per cent of all the firms were founded

during the single 10-year period of 1951-1960, which
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was a time when liberal economic policies were practiced
by the Democratic Party.

On the average, the net wortn of the pig business
firms is $1,845,530. There is, however, a wide dis-
tribution among firms in terms of net worth. The same
firms, at the end of the 1964 financial year, had aver-
aged $9,307,100 in gross sales, a total revenue roughly
four times their net worth. The arithmetic mean of the

number of workers employed is 332.9.

The Big Business Leader

The 103 men interviewéd occupy top positions in the
administrative hiérarchy of their firms. In fact, al-
most 78 per cent are chief executives.

The typical Turkish big business leader was born
in Istanbul and is now about 50 years old. He is usually
an educated man having a college degree. He probably_
went to a Turkish University and specialized in busi-
ness or engineering. He knows at least one foreign
larguage -- French being the most common. He has fur-
thered nis formal education by pursuing additional
training. The,bdsiness leader 1is well-traveled.

The model Turkish business leader comes from a
middle class family background with whom he normally

maintains strong ties. Although he values highly the

traditions of the society, he has little religious
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orientation. In most cases he would have no family
relationship with the founder of his firm.

There is no single predominant type of business
leader in Turkey. Although there is no consistent be-
havioral construct for all the business leaders, their
motivations are, without exception, strong. FEach busi-
nessman had a goal he was determined to reach.

There is no concensus among the Turkish big busi-
ness leaders as to their role in society, nor in their
perception of the demands of society.

The big business leaders in Turkey were asked:

"As the person making important decisions in the firm,
what do you conceive your major function to be?" Thirty
of the 103 respondents agreed on day-to-day management
of their establishment as their chief function. In
respect to decision-making, they can be equally divided
between the calculatives and the empiricals.

Finally, the problems of the business leaders were
analyzed. Almost all of them indicated that the gov-
ernment, in one way or another, was the prime cause of
their environmental problems. This should not be sur-
prising since, even today, in Turkey, the notion of
the business leader is misunderstood. It was the pur-
pose of this research to shed light upon this area

shaken by controversial values.
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CHAPTER I

INTRODUCTION

In Turkey, the notion of the business leader is
misunderstood. Often, he is viewed as a speculator, if
not a thief. Business for a long time was downgraded
and looked upon as an occupation which no respectable
Turk would enter. Respect and prestige of any profess-
ion depends on the economic fabrication of a society.
There has been the illusion that business 1s acquisi-
tion-minded and self-interested, while professions such
as law and medicine are disinterested in acquisition or
self but rather altruistic in their services.l Tradi-
tionally, business was carried by minority groups com-
posed of Jews, Armenians, Greeks,. and Italians. During
the 600 years of the Ottoman Empire, commerce was left
to those minority groups, while Turks were aspiring to
political, military, and administrative positions. "The
Turks have placed the skills of the diplomat and bu-
reaucrat at the service of the relatively simple, stub-
bornly held values of soldier and peasant. Turkey has

not been a land of philosophers and poets."2 The

l. Talcott Parsons, "Motivation of Business Profess-
ional Activities," in David C. McClelland (ed.),
Studies in Motivation, Appleton-Century-Crofts,
Int.; New York, 1955, pp. 246-251.

2. Lynton Keith Caldwell, "Turkish Administration and
the Politics of Expediency,!" in William J. Siffin
(ed.), Toward the Comparative Study of Public Ad-
ministration, Indiana University Press, Blooming-
ton, Indiana, 1959, p. 188.







Turks respect the aesthetic achievements of Celaeddin
and Sulieman Ceiebi, but their great pride is in politi-
cal and military action. What has mattered most to the
Turks has been their survival as a politically and so-
cially distinctive people. No great business heroes
have emerged in Turkey, no entrepreneur has gained so-
cial recognition, and no business leader has ever held
public office.

With the foundation of the Republic of Turkey in
1923, Ataturk attempted to eliminate the great mistrust
for priwvte enterprise and thought to build Turkey as a
nation of free enterprise. Among others, he encouraged
a famed civic leader in Bulgaria, whom he knew in Sofia,
to transfer his wealth to Istanbul and plant the seeds
of private business in Turkey. That was how the first
large private establishment, the Sakir Zumre Corpora-
tion, waé founded in 1924 to manufacture ammunition and
firearms.

The trend set by Ataturk, partially to develop the
country along the lines of private enterprise and par-
tially to fill the vacuum following the great migration
of the minority groups, resulted in the formation of a
few large scale private enterprises. This promising
trend did not last long, and the country adopted the na-
tional policy termed etatisme, meaning state responsi-
bility for initiating, guiding, and developing the na-

tional economy--"...a policy that is supported by
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3
elements of the bureaucracy whose positions might be ad-
versely affected by the growth of substantial private
enterprise."3 From 1930 on, the growth of business en-
terprises was gradual and the path was treacherous. Bus-
inessmen faced never-ending governmental investigations,
strong controls, and unbreakable red-tape.

One can then say that the private corporate econom-
ic enterprise, as known in Western societies, has very
little receptivity in Turkey.4 In a poll of opinion
among Turkish junior civil servants and students of gov-
ernment, more than 95 per cent believed that government
should pioneer economic development, and more than half
favored state competition with private enterprise.5
This general lack of receptivity among Turks to the
formation of private corporate business organizations
has little theoretical foundationj; it results rather
from pervasive distrust.6

However, there exists today a small sector in the
socio-economic structure of Turkey which is privately
owned and controlled. It is the intent of this research

to study the foster child of. the Turkish economy. The

3. Ibid., p. 125.
4. 1Ibid., p. 124.

5. A. T. J. Matthews, "Emergent Turkish Administrators,"
A Study of the Vocational and Social Attitudes of
Junior and Potential Administrators, Ankara: Insti-
tute of Administrative Sciences, Faculty of Politi-
cal Science, University of Ankara, 1955, pp. 49-50.

6. Siffin (ed.), op.cit.; p. 124.



big business leader in Turkey will be portrayed, and thus
a contribution will be made to identify his often misin-
terpreted and misunderstood image. Research will be car-
ried into the origins, motivations and behavior patterns
of men who hold top positions in their own or someone
else's organization. The role of the business leader in
the society will be analyzed, and thus some light will be
shed upon an area shaken by controversial values. It is
hoped that in the future a series of studies on business
leadership in France and Iran will be undertaken. These
studies, when compared with those on United States busi-
ness leaders, will show whether there is any common de-
nominator among the business leaders of France, Iran,
Turkey and the United States.

The work is divided into ten chapters. The first
three chapters are the foundation of the study. They pro-
vide the theoretical framework and describe the major di-
mensions of the research. The problem is defined, ob-
jectives are clarified, and major hypotheses are estab-
lished in this section. A review of previous work done
on related topics is presented. Methodology is exten-
sively covered in chapter three. Chapters four and five
are the background of the study. The environment of the
business leader is presented and its influence upon his
behavior delineated. Distinction is made between the
broader environment, which consists of the social, po-

litical, and economic forces, and the immediate envir-
9 ?
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onment of the executive, which is his firm. He is influ-
enced by the "business system."

The study of Turkish business leaders necessitates
the study of the environment if one intends to carry out
a full-scale comprehensive survey of their socio-psycho-
logical characteristics. The environment of the Turkish
business leader will encompass, first, the broader socie-
ty in which he operates, and, second his particular firm.

The broader environment has a significant impact up-
on the apparent behavior of the business leader. It is
the environment that infuses the leader with values,
shapes his reference patterns, establishes norms of con-
duct, and guides the leader throughout his life. The en-
vironment not only is felt as an urge for conformity, but
also it can shed some light upon the rather strange prac-
tices of the business leader when he is observed by an
outsider, particularly if..he comes from another cultural
setting.

When the business leader is viewed as an innovator,
a pace setter, and an agent of change, the role of the
enrivonment upon his decisions becomes more important.
Often the energies of the creative leader are restricted
by the traditional elements of the society that stand
against social or economic change.

A full understanding of the political, social, and
economic characteristics of Turkey cannot be achieved in

this work and is beyond the scope of this dissertation.
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Nevertheless, it is also necessary to provide the reader
with a tool kit to facilitate his understanding of the
Turkish business leaders. In exploring the broader en-
vironment of the business leader, first, important facts
and figures will be given in relation to the geography,
history, and economy of the country. Next, the reader will
acquaint himself with some peculiar problems which may
clarify the nature of the Turkish mistrust of the mer-
chants in general. Following the study of the broader
environment of the business leader, his immediate envir-
onment will be analyzed.

No analysis will be complete unless the firm is dis-
cussed. Attention will be focused upon its structural
characteristics. The year of establishment, the type of
business, the amount of assets, the volume of sales, and
the number of employees will be observed. The firm is
the agency through which the business leader expresses
his ideas and functions. He molds the firm's character,
but he himself i1s also affected by his firm. The inter-
action between the firm and the business leader is a two-
way street, highlighted by the give and take that occur
in this macro-environment. The business leader occupies
a stronger position within his firm and operates freely
and does whatever he deems necessary to be done. On the
other hand, he is relatively restricted when he operates
in the macro-environment. Laws, traditions, customs, and

the general nature of the economic structure 1limit his
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potentials. He is just a small part of a greater system.
Alone, the business leader is too microscopic to be able
to influence the total economy. He takes for granted what-
ever the outside forces describe and set as the boundar-
ies for his actions and the rules of the game. The busi-
ness leaders in Turkey are too weak and too disorganized
to attempt to change the Status quo. They operate as
isolated individuals distrusting everyone but themselves.
Because business leaders lack the power to change their
environment to gratify their needs, they adapt themselves
to the changing environment. Flexibility is a desirable
quality; but an excess, on the other hand, creates a lack
of continuity which prevents long-range planning. Short
of any long-range objectives, business operates on a day-
to-day basis. Being unable to manipulate their environ-
ment and unsure of the future, to retain '"plasticity,"
using Wroe Alderson's term,7 the Turkish business firms
place a high value upon liquidity. Long-range investments
are risky and are only ventured when the returns are high,
or when the risks involved are very low, or when a mini-
mum is guaranteed by the government. When neo-Keynesian
economists tried to explain the reasons why people were
holding speculative money balances, they could have il-
lustrated their theories by giving the Turkish business-

men as an example. Because conditions change so fast

[ -

7. Wroe Alderson, MarketingﬁBehavior and Executive

Action: A Functionalist Approach to Marketing
Theory, Homewood, Illinois, R. D. Irwin, 1957,

Eassim.
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and so inadvertently, it becomes preferable to hold cash
rather than non-liquid assets for the least risk of loss.8
When the president of a large merchant-wholesale institu-
tion was asked about the planning activities in his firm,
his answer reflected very candidly the true situation:
Planning, yes, I have heard of the term, Here
we play by the ears. Business is dynamicj; you

cannot predict any action. The best strategy is

to watch day by day developments and formulate

company policies accordingly. We do not have

long-range objectives except we want to operate
profitably no matter what happens. Profit maximi-
zation is the most important goal of this firm.

To keep the firm as a profit yielding institution,

we do not valuate growth so highly.

No overall characteristics of the Turks in general
will be given. The author believes that except for ob-
jective categories, the 30 million Turks cannot be class-
ified in terms of their socio-psychological characteris-
tics. No reliable source exists for this purpose.

The remaining chapters form the heart of this dis-
sertation. Hypotheses are tested, and all major research
findings are presented in chapters five through eight.

And finally, conclusions are put forth and suggestions

for further research are given.

8. Gardner Ackley, Macroeconomic Theory, the MacMillan
Company, New York, 196l1.
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CHAPTER IT

THEORETICAL FRAMEWORK

The Overall Objective

The business leader in Turkey will be seen opera-
ting within his socio-economic environment. Who are the
business leaders in Turkey? From what economic levels did
they come? Where do they stand within the power structure
of the society? Who were the grandfather and fathers of
successful men? How much education did they get? From
what part of the country did they come? What is the self-
conception of their role in the society? How are they mo-
tivated? Is it possible to identify executive types pe-=
culiar to.Turkey?

Specific Areas of Concern

In line with the overall objectives, it is feasible
to specify the aims of this research as follows:

1. To outline the social, economic, and political
environment in which entrepreneurs and business leaders
operate in Turkey.

2. To delineate the growth patterns of big business
enterprises in Turkey.

3. To identify the business leader. What are his
attitudes and motives?

4, To examine the role conception of the business
leader.

5. To come to certain conclusions concerning gener-

al characteristics which seem to cover the behavior,
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motivations, and accomplishments of the business leaders
in Turkey.

Definition of the Terms

The concept of business leader includes both the
terms "entrepreneur" and "executive." No differentiation
is made between the terms because of the existing struct-
ure of the economy and the society in Turkey. The func-
tions and roles performed separately by the entrepreneurs
and executives in highly industrialized societies wher
business has reached the stage of bureaucracy cannot be
separated in the Turkish industrial system. The terms
"entrepreneur" and "executive" will be defined separately
and then combined to obtain the definition of the business
leader.

Entrepreneurs Defined

"Entrepreneurship" has enjoyed a number of defini-
tions which have varied to some extent according to time
or place.' In the days when the creative aspects of the
entrepreneur were first being recognized, he was referred
to as a projector.l In 1755, Richard Cantillon designa-
ted "entrepreneurs'" as those who "buy the wares of the
country...give for them a fixed price to sell them again

wholesale and retail at an uncertain price."2 The modern

1. B.F. Hoselitz, "The Early History of Entrepreneur-

ial Theory," Explorations in Entrepreneurial Histo-
ry, 3:193-220 (1950-51)

2. Richard Cantillon, Essai sur la nature du commerce
en general, quoted in "Entrepreneur," Encyclopaedia
of the Social Science (New York, 1931, Vol V).
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term came into use in England only in 1878, when it sig-

nified a "director or manager of a public musical insti-

tution" or '"one who gets up entertainments."3 A function-

al definition of the entrepreneur is found in McClelland.

Someone who exercises some control over the

means of production and produces more than he can
consume in order to sell (or exchange) it for in-
dividual (or household) income.

There remains, however, no great agreement as to the
essence and the frontiers of this function. Among many
writers, the work of coordination or management has been
stressed. The entrepreneur has been identified with the
captain of industry, ordering and marshalling the compa-
ny under his control. After all, the productive functions
concerned with the execution of decisions already made,
routine management and coordination can theoretically at
least be delegated to particular persons hired for a con-
tractual income. But the inseparable nucleus which re-
mains, consisting of decision-making with regard to the
future that involves uncertainty, and the very political,
as distinct from executive element in the conduct of eco-
nomic affairs 1s the entrepreneurial function par excel-

5 . .
lence. Furthermore, the entrepreneurial role comprises

a number of variations, from basic or creative inventive-

3. "Entrepreneur®” in Shorter Oxford Dictionary in His-
torical Principles, 1955. -

4. David C. McClelland, Achieving Society, D. Van Nos-
trand Co., Inc., Princeton, New Jersey, 1961, p. 653

5. "Entrepreneur" in Encyclopaedia of the Social Sci-
ences, The MacMillan Co., New York, 1931, pp. 558-9.
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ness at corporate levels down fo the point of routine
management. It is a broad function, and all of its as-
pects are important, particularly those involving inno-
vation. The term "innovation" in this context is used by
Schumpeter, who applied it to new products, new process-—
es, new forms of organizations, new markets, and new
sources of supply.6 By viewing innovation so broadly,
entrepreneur is defined as the man who makes a variety of
decisions in order to bring his enterprise to a leader-
ship position and thus merit the designation of business
leader. The range of these decisions covers a variety of
fields, among them being organization, management, mar-
keting, employment, production, government relations,
and public relations.

Cole views entrepreneurship both as a function and
as a commonality of entrepreneurs. Specifically, he de-
fines entrepreneurship as:

A purposeful activity (including an integrated
sequence of decisions) of an individual or group of
associated individuals, undertaken to initiate,
maintain, or aggrandize a profit-oriented business
unit for the production or distribution of econom-
ic goods and services.

Cole goes on to identify the aggregate of individuals

which together and cooperatively develop the decisions

as the "entrepreneurial team."

6. Joseph A. Schumpeter, The Theory of Economic Devel=-
opment, Cambridge, Massachusetts, 1934, p. 66.

7. Arthur H. Cole, The Business Enterprise in its Social
Setting, Harvard University Press, Cambridge, Massa-
chusetts, 1959, p. 7.
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It is really a team in the sense (a) that each
person or officer plays a particular position or
represents a particular aspect of the total enter-
prise, and (b) that each such person or officer is
in some measure a complement of others as far as
the total purposes of the unit are concerned.®8

Like Cole and Harbison and Myers, Alfred Marshall
seems to attribute entrepreneurial function to a group of
men. Furthermore, he stresses the point that one man within
this group tends to be more influential, is generally the
chief executive, president, or chairman of the board.

Perhaps it should be pointed out here that while
there are many people involved in the development of
a decision, and while the group may be looked upon as
a team, there is no escaping the fact that all the
members of such a team are not equals in any adminis-
trative sense. The effective element is to some ex-
tent compensated for by shifts in the actions, perhaps
in the informal subgroupings, of the remaining members.
There remains, . however, the chief executive, president,
or chairman of the board, who undoubtedly exerts more
influence than any other individual in the team, and
sometimes, depending on personality or force of
character, may have almost the power of veto over all
the rest.é

Sayigh's understanding of entrepreneur is close to the
definition of business leader used in this work.

An entrepreneur may also be a scientist or
technician, a salesman, an organizer, or a public
relations man; in other words, any man who has power
or decision in or for an enterprise.

Similar lines of thought are found in Harbison and

Myers.

8. Ibide, p. 7.
9. Ibid., p. 8.

10. Yusif A. Sayigh, Entrepreneurs of Lebanon, Harvard Uni-
versity Press, Cambridge, Massachusetts, 1962, p. 22.
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In the hierarchy of management, the organiza-
tion builder has a critical role. He may be the own-

er of the business, a professional manager, or a

government official. In any case, he is the top man-

ager who builds the heirarchy. He is the keystone in
the arch of management; he cannot be separated from
his organization but is fused with it. His function
is to establish the conditions under which the other
members of management can achieve their own personal
goals through performing the tasks which they are
assigned in the organization as it achieves its
goals.

Before passing on to the definition of executives,
one further point needs to be cleared up. As opposed to
Collins, Moore, and Unwalla, no differentiation will be
made between an "independent" or "innovating" entrepre-
neur and the "bureaucratic" entrepreneur. Collins, Moore,
and Unwalla use the term entrepreneur to mean only "the
innovating entrepreneur who has developed an ongoing bus-
iness activity where none existed before."12 Such a dis-
tinction has no place in this research where only the
leaders of big business are studied. If one had isolated
the business leaders who had developed an ongoing business
activity where none existed before, the study would have
to be limited to a very small percentage of the economic
activity. The generalizations would be meaningless or

lost within the broad environment and lack the flavor of

the local conditions and characteristics that the re-

l1l. Frederick Harbison and Charles A. Myers, Manage-
ment in the Industrial World, (New York: McGraw-
Hill Book Co., Inc., 1959) as quoted in Orvis Col-
lins, David G. Moore, Darab Unwalla, The Enterpris-
ing Man, MSU Business Studies, 1964, p. 18.

12. Ibid., p. 20.
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searcher is attempting to describe first and analyze

later. For this study, the term entrepreneur denotes "a

person who exercises wholly or partly the functions of

(a) initiating, co-ordinating, controlling, and institu-

ting major changes in a business enterprise and/or (b)

bearing those risks of its operation which arise from

the dynamic nature of society and imperfect knowledge

of the future and which cannot be converted into certain
13

costs through transfer, calculation, or elimination."

Executives Defined

"Executive" has long been used in business to des-
ignate people and positions concerned with certain func-
tions in large-scale business organizations. In the so-
ciology of formal organizations the term is used to des-
ignate the functions of deliberate control, management,
supervision, and administration, the people who perform
such functions; the positions they occupy, and the sector
of the large organization in which they are found.14
Chester Barnard uses the term executive as a noun to de-
note the occupant of positions which he terms "executive
positions,” and these positions in turn are qualified by
the adjective fexecutive" because they are concerned

with the performance of executive functions which he

describes as those of control, management, supervision,

13. "Entrepreneur," as defined by William H. Wesson in
a Dictionary of Social Science, Julius Gould,
William L. Kolb (eds.), The Free Press of Glencoe,
New York, 1964, p. 240.

14. "Entrepreheur" as defined by Howard Scarrow in
Gouls, Kolb (eds.) op.cit., pp. 249-250.
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searcher is attempting to describe first and analyze

later. For this study, the term entrepreneur denotes ™"a

person who exercises wholly or partly the functions of

(a) initiating, co-ordinating, controlling, and institu-

ting major changes in a business'enterprise and/or (b)

bearing those risks of its operation which arise from

the dynamic nature of society and imperfect knowledge

of the future and which cannot be converted into certain
13

costs through transfer, calculation, or elimination."

Executives Defined

"Executive" has long been used in business to des-
ignate people and positions concerned with certain func-
tions in large-scale business organizations. In the so-
ciology of formal organizations the term is used to des-
ignate the functions of deliberate control, management,
supervision, and administration, the people who perform
such functions, the positions they occupy, and the sector
of the large organization in which they are found.14
Chester Barnard uses the term executive as a noun to de-
note the occupant of positions which he terms "executive
positions," and these positions in turn are qualified by
the adjective fexecutive" because they are concerned

with the performance of executive functions which he

describes as those of control, management, supervision,

13. "Entrepreneur," as defined by William H. Wesson in
a Dictionary of Social Science, Julius Gould,
William L. Kolb (eds.), The Free Press of Glencoe,
New York, 1964, p. 240.

14. "Bntrepreheur" as defined by Howard Scarrow in
Gouls, Kolb (eds.) op.cit., pp. 249-250,
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and administration.15 On the other hand, Chartle uses
the terms "administrator'" and "executive" interchange-
ably and applies them to people who are responsible for
the performance of a total organization or for important
16

segments or activities of it.

Business Leaders Defined

In designating the business leader as both an en-
trepreneur and an executive, the Schumpererian concept of
innovation is partially followed, but the scope of inno-
vative activities and decisions is broadened to cover
the areas customarily under the jurisdiction of managers
and executives. The business leader, in this context, is
the man who makes several innovative decisions concerning
the factors of production, land, labor, capital, and man-
agement, to bring his enterprise to a leading position in
the industry.

Arthur H. Cole's definition of entrepreneurship as a
team effort is close to the meaning of the concept of
business leader as used in this dissertation and explains
why it was found to be an unnecessary effort to try to
isolate entrepreneurs from executives. Such an effort
would have led to methodological problems, and efforts

made to delineate the minute differences between the two

15. Chester Barnard, The Functions of the Executive, Cam-
bridge, Massachusetts, Harvard University Press, 1938.

16. Carrol L. Shartle, Executive Performance and Leader-
ship, Prentice-Hall, Inc., Englewood Cliffs, New
Jersey, 1956, p. 3.
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would not be justified, first within the theoretical
framework and, later, during the development of specif-
ic problems and hypotheses.

Alfred Marshall's definition of a businessman is the
closest to the understanding of a business leader who is
in the best sense of the term an executive-entrepreneur.

The task of directing production, so that a
given effort may be most effective in supplying hu-
man wants, is so difficult under the complex con-
ditions of modern life that it has to be broken up
and given into the hands of a specialized body of
employers, or to use a more general term, of busi-
nessmen; who 'adventure' or 'undertake' its risks;
who bring together the capital and labour required
for the work; who arrange or 'engineer' its 9§neral
plan; and who superintend its minor details.

When those who possess entrepreneurial and executive be-
haviors also showed leadership qualities in their field
of work, they were accepted as business leaders. Leader-
ship here denotes: "the occupancy of a status and the
active performance of a role that mobilizes more or less
organized collective and voluntary effort toward the at-
tainment of shared goals and objectives."18 Therefore,
this study includes men in the Turkish economy whose
functions are consistent with entrepreneurial, executive,
and leadership patterns. By leadership patterns is meant
critical experience rather than routine practice. Selznick
illustrates this point brilliantly:

It is in the realm of policy=--including the

areas where policy-formation and organization-
building meet--that the distinctive quality of

17. Collins, Moore, Unwalla, op. cit., p. 18.
18. Kurtland in Gould, Kolb (eds.), op. cit., p. 380
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18.

Kurtland in Gould, Kolb (eds.), op. cit., p. 380
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institutional leadership is found...It is the func-

tion of the leader in a business organization to de-

find the ends of group existence, to design an en-
terprise distinctively adapted to these ends, and

to see that design becomes a living reality,i
These tasks are not routine; they call for continuous
self-appraisal on the part of the leaders. A business
leader is the one who makes the critical decisions in the
organization.

The definition of a business leader used in this con-
text follows closely what Selznick defines as irstitution-
al leadership and incorporates the isclated characteris-—
tics of entrepreneurs on one hand and the functions of the
executives on the other hand. The business leader (execu-
tive-entrepreneur) is the authority in a firm who makes
decisions with regard to innovative combinations of fac-
tors as well as effective organization. In case the in-
novation reguires the establishment of a new firm, our
business leader becomes more of an entrepreneurial type.
If, on the other hand, he innovation 1is adopted in a go-
ing concern, he can be considered as an executive type.

Accordingly, this research 1s concerned with men
who are at once or separately, builder, maintainer, and
developer of organizations in Turkey., The term business

leader is used to describe such men.

The Firm Defined

So far, the hig business leader has heen defined,

19. Philip Selznick, Leadership in Administration,
Harper, 1957, p. 37,




but nothing about big business itself has been mentioned.
The questions to be answered here can be grouped under
two distinct but related headings. What is a firm? What
is meant by a big business firm? The notion of a firm is
surrounded by difficulties, and a thoroughly satisfactory
definition of a firm, or theory explaining the determin-
ants of the number or the structure of firms, does not
exist.20 However, an attempt will be made to provide an
operational answer for each of the two questions posed
above.

Individuals in a free society can derive income from
any resource they own in only one of two ways: (1) they
can enter into a contractual agreement with some other
people who consent to pay a sum per unit for the use of
their services. (2) They can use the resource or factor
they own alone or in cooperation with other hired resour-
ces to produce a product or a service and receive their
income as a difference between the amount they receive
from the sale of the product or service and the amount
they pay to hire the other factors.Zl Thus a firm is de-
fined as the recipient of a residual income. Each firm
is different from other firms with respect to the product
or service produced or in terms of the nature of the con-

tractual arrangements binding together the bundle of

20. Milton Friedman, Price Theory, Aldine, Chicago,
1962, p. 43.

21. Ibid., p. 93.
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resources the individual controls either through owner-
ship or through the contractual arrangements he has en-
tered into with their owners.22

A firm can be formed by a single individual or by a
group of persons. Each firm has a distinct character.
Following Friedman, one can attribute this uniqueness of
character of each firm to the uniqueness of entrepreneur-
ial capacity. The individual entrepreneurial capacity
can be specified by a function showing the maximum quant-
ity of output each firm is capable of producing under
given conditions. When talking about firms and making
generalizations, one must consider the uniqueness of en-
trepreneurial capacity. Which in turn reflects the dif-
ference between the productivity of individuals' resour-
ces viewed solely as hired resources and their total pro-
ductivity when owned by their firms.23

The firm can also be defined as a person, partner-
ship, or corporation selling goods or services that in-
corporate goods or services bought from others.24

The terms "firm" and "organization" will be used
interchangeably. Each organization has a distinct char-

acter. Each firm is unique. The character formation in

firms or in organizations is a result of the interaction

22. 1Ibid., p. 93.
23. 1Ibid., p. 94.

24, Tibor Scitowsky, Welfare and Competition, Chicago
R.D. Irwin, Inc., 1951, p. 109.
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of historical forces. The character is an integrated pro-
duct and is functional in the sense that it is no mere ac-
cidental accretion of responsive patterns. Finally, the
character of an organization is dynamic in that it gen-
erates new strivings, needs, and problems, Every firm is
unique in character and value, and it is the role of the
business leader to preserve the: uniqueness of his organ-
ization.

By big business firm is understood a firm that oc-
cupies a leading position in the industry in which it op-
erates, It may or may not be a big firm within the total

economy.

Previous Work Done on the Topic
There has been very little direct work done on this
topic.25 On the other hand, big business executives and
leaders in he United States have been thoroughly examin-

ed.26 These excellent studies were used not so much for

25. McClelland, Achieving Society; Arif Payaslioglu,
Turkive'de Ozel Sanayi Alanindaki Mutesebbisler
ve Tesebbusler, (Entrepreneurs and Private Enter-
prise in Turkey), Turk Iktisadi Gelismesi Arastir-
ma Projesi, SBFME, Ankara, 1961; A.P. Alexander,
Industrial Entrepreneurship in Turkey: Origins and
Growth, EDCC, July, 1960.

26, William E. Henry, "Executive Personality and Job
Success," Personnel Series No. 120, A.M.A., N.Y.,
1948; W.L. Warner, and J.C. Abegglen, Big Business
Leaders in America, Harper & Row, Publishers, Inc.,
N.Y., 1955; Mabel Newcomer, The Big Business Execu-
tive, Columbia University Press, N.Y., 1955; F.W.
Taussing and C.S. Joslyn, American Business Leaders:
A Study in Social Origins and Social Stratification,
The MacMillan Co., N.Y., 1932, etc.
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their content as for their theory and methodology. The
following criteria were used in selecting an operational
bibliography:

l. Provide guidance for theory.

2. Used for comparison between United States and

Turkish business leaders.

3. Direct relevance to the thesis.

4. Research guidelines.
Among a wealth of excellent studies, the works of Warner
and Abegglen, Collins, Moore, and Unwalla, McClelland,
Sayigh, and Friedman and Kalmanoff were specifically se-
lected (see Table 1.)

However, there was no previous work dealing directly
with the subject matter of this thesis. This then, gives
the research its exploratory aspect.

Theory and Practice in the Study of Big Business Leaders

The Business Leader and His Environment

How does the business leader react to the level of
economic activity and to the various economic facts and
factors that influence economic l1ife? How does he conceive
of the effect of his role and actions as the facts and
factors? Doubtless, the level of economic aetivity is
what it is only because business leaders, among other
agents, behave in the way they do. But to ask about the
effect of this level on leadership behavior is not to
beg the question since, given a certain level in period

one, business leaders take certain attitudes and make
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certain decisions influenced by that level which in turn
influence the level in period two, by which they will be
influenced in their decisions influencing the level in
period three, and so on.27

The relationship between the business leader and
the economic organization should also be examined. It is
important to attribute his reactions to the state of bus-
iness legislation, money and credit agencies, research fa-
cilities, training ad skills, organizational forms of bus-
iness establishments, the managerial and foreman classes,
the labor force and trade unions, and market structure of
inputs and products. Lastly, the businessman's sense of
a business community and his solidarity with it, his sense
of conformity or of rebellion, what he expects of this
community and what he feels are his obligations toward it
are matters examining.28 Chapters 6-9 will basically deal
with these questions.

Origins and Mobility of Business Leaders

Two broad questions about the origins of business
leaders are worth examining for the detection of the as-
sociation, if any, that exists between these origins and
the types, qualities, and performances of the leaders in
various sectors and activities.

The first question concerns the social and cultural

origin or background. Here belong such matters as the

27. Sayigh, op. cit., p. 32.
28. 1Ibid., p. 32.
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business leader's social class, rural versus urban ori-
gin, family's traditional occupation,and affiliation

with an activity in cultural and educational organiza-
tions. Here also belongs the important matter of religi-
ous denomination.

The second question to be examined related to train-
ing, education,and pre-entrepreneurial travel and exper-
ience. These largely define the direction and area of
activity that follows them, increasingly so as the busi-
ness leader is conscious of his pool of experience de-
riving from these sources. This question is also direct-
ly related to the problem of economic development.
Through training, the entrepreneurial talents can be
directed to activities, which if performed properly,
will change the social and economic structure of the
country.

Apart from the origins of business leaders, their
mobility between social groups and between economic sec-
tors is a question worth examining.

In every complex society, there is a division of
labor and a heirarchy of prestige. Positions of leader-
ship and social responsibility are usually ranked at the
top, and positions requiring long training and superior
intelligence are ranked just below. The term "social mo-
bility" refers to the process by which individuals move
from one position to another in society--positions which

by general consent have been given specific hierarchical
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values. When social mobility is studied, the movement of
individuals from positions possessing a certain rank to
positions either higher or lower in the social system is
analyzed.29

Social mobility in Turkey is comparable to social
mobility in the United States. Lipset and Bendix give two
basic reasons why social mobility exists in every socity:

l. Changes in demands for performance: Complex
societies change, and, whether social change is slow or
rapid, it leads sooner or later to a change in the de-
mands which different positions make on those who occupy
them. The few who have interited their high positions may
not have the competence to meet the responsibilities
which these positions entail.30

2. Changes in supplies of talent: Just as there are
changes in the demand for various kinds of talent, there
are constant shifts in the supply. No elite or ruling
class controls the natural disposition of talent, intel-
ligence, or other abilities, though it may monopolize
the opportunities for education or training. As long as
many of those with high abilities belong to the lower
strata, there will be leaders who come from those stra-

ta.31

29. Seymour M. Lipset and Reinhard Bendix, Social Mobil-
ity in Industrial Society, University of California
Press, Berkeley and Los Angeles, 1963, pp. 1-2.

30. Ibid., p. 3.
31. Ibid., p. 3.
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The analysis of social mobility can be undertaken in
many ways. Lipset and Bendix outline an approach that is
more conducive_to a study of this kind in Turkey. First,
one has to study the relationship between the starting
point of a person's career and the point the person has
reached at the time of the analysis. Second, the atten-
tion of the researcher should be focused on the relation-
ships between social inheritance (or starting position)
and the means of mobility. Here, the degree to which giv-
en backgrounds determine the level of education, the ac-
quisition of skills, access to people at different levels
in the social structure, intelligence, and motivation to
seek higher positions will be a matter of concern.

In this research, the business leader will not be
analyzed from the point of view of social mobility but
attention will be concentrated upon occupational mobili-
ty. Warner and Abegglen define occupational succession
"as the ordered process by which individuals succeed each
other in occupation."32 Occupational succession refers to
the relationship between the occupation of the father and
the occupation of the son; status, to the movement into
and out of any occupational position. If there is no dif-
ference between he positions of the son and the father,

and, if they hold occupations at the same level, there

32. W. Lloyd Warner and James C. Abegglen, Occupational
Mobility, University of Minnesota Press, Minneapolis,
1955, p. 4.
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has been no movement and no occupational distance separ-
ates them. If there has been movement, its distance and
its direction (up, down, or across) can be identified and
measures.33 Occupational mobility may also refer to move-
ment within the individual's own occupational career.34

The Concept of Role

Business executives in Turkey suffer role anxiety.
An understanding of role anxiety can be established by
first analytically separating the concept of anxiety and
the concept of role and, hence, establishing their rela-
tionship.

Anxiety is among the most compelling human drives.
As Sullivan maintains:

I believe it fairly safe to say that anybody
and everybody devotes much of his life_to avoid-

ing more anxiety than he already has.

Anxiety occurs along a continuum ranging from inca-
pacitating, free-=floating dread to mild uneasiness. Func-
tional anxiety is the moderate degree of tension or sensi-
tivity that tends to sharpen the individual's perception
or behavior alternatives appropriate to a given situation

and to their probable consequences.36 In the Turkish bus-

iness organization, functional anxiety insures greater

33. Ibid., p. 5.
34. Ibid., p. l3'

35. H.S. Sullivan, Interpersonal Theory of Psychiatry,
Perry & Gavel (eds.), W.W., Norton and Co., Inc.,
New York, 1953, p. 1l1.

36. R. Presthus, The Organizational Society, Alfred A.
Knopf Pub., New York, p. 104.
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sensitivity to the nuance of interpersonal situations in
the work place and in the society in which these organi-
zations operate. The business executive in Turkey has
been constantly criticized for his actions both by the
government and the public. Anxiety appears when something
threatens an individual's relations with persons and in-
stitutions important to him. At the infantile stage the
parents, or the teacher might be the important persons.
At the maturity stages, this could be the boss and the so-
ciety in general as in the case of the Turkish business
leaders.

The differences in role perception by the business
executives seem to have resulted in a role anxiety.
These differences stem from the contrasting conception of
the role by the business leader himself, by the members
of his enterprise and by the society at large. These dif-
ferences are further intensified in a developing country.

The concept '"role" is defined in Webster's Diction-
ary as "a part or function as taken or assumed by anyone;
it also means duty."37 For every recognized position,
there is an expectation widely shared by members of the
community of what should be the behavior of persons who

38

occupy that position. What a typical executive in a

37. Webster's New International Dictionary, Merriam Co.
Pub., Springfield, 1957.

38. Krech, Crutchfield, and Ballachey, Individual in
Society, McGraw-Hill Book Co., Inc., New York,
1962, p. 310.
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given position, more generally in a given situation is ex-
pected to do constitutes the role associated with that
position.

A role can be seen as encompassing, among other
things, the duties or obligations of the position.39 Thus
a business executive in Turkey is expected to perform
certain functions. What an executive does might not be
congruent with what the society at large is expecting
from him. One reason for this incongruency in role con-
ception results from a misunderstanding of role by both
groups, (the executive and the society might misconceive
the role of the business leaders). In order for an execu-
tive to be successful, he must first meet the expecta-
tions of his role as conceived by himself. Second, his
success as the head of his organization depends on the
relative congruence of the three facets of the role con=-
ception associated with his position--the expectations
of subordinates, and of society, as well as his own.

A role can also be seen as encompassing the rights
of the position,40 The rights of a position are defined
in part by the roles of related positions. The rights of
the business leader are in part defined by the roles of
the clients (society) and the organization participants.
For example, if the client's role is to pay promptly for

the services he receives, he is expected to do so; the

39. Ibid.’ p. 311.
40. Ibid., p. 311.
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organization's participants are expected to carry out the
boss's orders, and so on. Clearly, if everyone knows his
role, this system of roles which regqulates the relations
between the executive, the subcrdinates and the client,
conflict is minimized and more effective interpersonal
functioning is increased. The executive knows what is ex-
pected of him and what to expect of his environment, the
clients and the subordinates, and vice versa. Each can
thus tuide his behavior appropriately with respect to

the others. The purpose of this research will be to pen-
etrate and delineate the executive's conception of his
role., It is hoped that there will be other researchers
studying the role and expectancies of the society and the
lower participants of the organizations. A complete study
of such kind might lead to a theory of role congruence
which in turn will reduce if not eliminate, role conflict.
The reader must be cautioned akout the culture-gound as-
pects of such studies. It 1s only after an extensive num-
ber of similar studies are conducted in various cultures
that generalizations should be reached.

Among other spects of this role conception a parti-
cular one in respect to society will be elaborated. The
ideas, beliefs, and notions about society as conceived by
the business leader will be delineated. This particular
Subject was selected because everyone has notions about
this concept and has developed certain ideas about it.
Thus, by delineating the role of the businessman with re-

spect to society as seen by himself, a common denominator
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will be created through which the role conception of oth-
ers about the business leaders will be compared.

However, the expectancies about motivations, be-
liefs, feelings, attitudes, and values are included in the
expectancies making up a role, not just expectancies about
actions. Thus, in pointing out the business leader's
conception of role, his personality traits which pertain
to his role must be examined.

Role behavior, like all social behavior, is the pro-
duct of the interaction between situational factors and
the cognitions, wants, attitudes, and interpersonal re-
sponse traits of the individual. In this respect,

Sarbin has formulated a role theory which extensively
treats both situational and psychological factors gov-
erning role enactment. Role behavior and conception is
influenced by, first, the individual's knowledge of the
role, second, his motivation to perform the role, third,
his attitudes toward himself and other persons in the
inter-personal behavior evento41 In analyzing the bus-
ness executives of Turkey, the roles of the individuals
can be said to vary along a dimension of compatibility-
incompatibility. If an executive, who occupies a given
position in an organization, perceives that most people
hold the same or quite similar expectations as to how he

should behave in his role, this will be an instance of

—

41, T.R. Sarbin, "The Role Theory," in G. Linzey (ed.)
Handbook of Social Psychology, Addison=Wellesley,
Cambridge, Massachusetts, 1957.
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role congruence. If however, he perceives that the ex-
pectations and demands of others are contradictory, then
he faces role anxiety. In many cases role incompatibil-
ity may not be conscious due to the lack of self under-
standing and incongruent conceptions of organizational
goals, values, and eXpectations.42

The roles which the business leader performs in his
various groups both reflect and shape his personalitye.
Successful business executives, for example, seem to dis-
play a rather high degree of uniformity in their person-
ality. It will, therefore, be useful to outline William
E. Henry's study of the personality patterns of successful
American executives.

William E. Henry studied successful American business
executives by means of projective tests, an unstructured
interview, and a number of standard personality tests.

The results suggest the existence of a successful-busi-
ness-executive-personality pattern. The major features of
this pattern were as follows:

Successful executives showed a strong drive to
work and a high achievement want. Their relations
with their superiors were smooth and constructive.
All of them had a high degree of ability to organ-
ize unstructured situations, i.e., to see the re-
lations between seemingly unrelated or isolated
events or facts. The ability to make decisions
was a further trait of this group. They also pos-
sessed a firm and well-defined self-identity. They
know what they are and what they want. The success-

ful executives were typically active, striving, ag-
gressive persons. But they also harbor a rather

42. Krech, op. cit., pp. 490-91.
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pervasive feeling that they may not succeed and be

able to do the things they want to do. They are

strongly oriented toward practical and immediate
realities. They have personal affection for their
superiors and tend to identify with them. Their
subordinates are viewed in a detached and impersonal
way as means for getting work done.43

Henry points out that the role of business executives
includes these personality characteristics--ways of think-
ing, feeling, wanting, and acting. And, to some extent,
the personality structure of the executive is shaped by
these role requirements.

Now going back to the suggestions as to the reasons
for this uniform business-executive personality, two ma-
jor reasons can be put forth:

l. Business executives tend to be selected from all
other members of the business group precisely because they
already have certain specified characteristics, character-
istics which are assumed to be essential for the success-
ful performance of this role and the occupancy of this
position in the group. Persons who lack these character-
istics either are not recruited for the position or, if
recruited, fail to make the grade.44

2. As the business executive continues to behave

like an executive, as he learns to perform his expected

role, his personality characteristics change even more in

43. W.E. Henry, '"The Business Executive: the psychody-
namics of a social role," American Journal of So-

ciology, 1949, 59, pp. 286.

44, Krech, op. cit., pp. 488-89.
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the direction of the business executive personality. The
well-cast actor begins to live his role off the stage as
well as on.45

William E. Henry, in his study, shows that there is
at least one type of successful man who has been able to
release himself from the close ties of his parental home.
As an autonomous male, he can leave his father and, with-
out unconscious hostility or resistance, relate his own
fate with ease to other males in authority. This discus-
sion of mobility suggests that to understand the business
leaders, social as well as psychological evidence must be

used.

Notions of Self and the Role Conception

It is always difficult to define the role of a bus-
iness executive. Even the executive himself views his
role differently at different times under different cir-
cumstances.

The purpose of this research as was previously indi-
cated, is to define the role of the business executive as
viewed by himself. In order to arrive at an understanding
of the conception of the executive role by the executive
himself, a school of thought pioneered by Snygg and Combs
will be followed. The essence of this school of thought
is that one can best understand the behavior of individu-

als by looking at the meanings they assign to themselves

45. 1Ibid., p. 489.
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and the world around them.46 These meanings, taken to-
gether, form a pattern that is internally consistent at
any point of time and constitute reality for the individu-

al.47

The individual's overt behavior is an outward ex-
pression of his pattern of meaning and is consistent with
it so that his behavior always makes sense to him. The
pattern of meaning, the self, of an individual tends to
persist over timej; it has been built up by the internal-
ization of the meanings of past experience and will change
over time in an orderly way as the individual gains new
experience.48 The central part of any individual's set of
private meanings is the picture he has of himself, his
self-concept. The theory holds that, in everything the
individual does, he is striving to maintain and enhance
his self—concept.49

Notions of self consist of the characteristic words
which one attributes to oneself. In short, they deal with
how one perceives and acts toward himself as an object in
the world. It 1is composed of things about one's self of

. . . 50
which one is conscious.

However, an individual is not necessarily conscious

46. Snygg and Combs, Individual Behavior, Harper and
Brothers, New York, 1949.

47, P.R. Lawrence, The Changing of Organizational Behav-
ior Patterns, Harvard University Press, Cambridge,
1958.

48. Ibid., p. l44.
49. Snygg and Combs, op. cit.

50. J. Gordon, Personality and Behavior, Macmillan Co.,
1963, pp. 189-192.
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of his self-concept. He may not respond to his own self
evaluational thoughts, and so may not be explicitly aware
that he has a self-concept, or of the nature of that con-
cept.

Self-concepts tend to become self-perpetuating and
are positive, in nature. If an executive thinks of him-
self as just, honest, hard working, etc., he will not per-
ceilve those behaviors in himself which ought to be lab-
elled lazy, dishonest and unjust. Over a period of time,
be becomes more and more convinced of his honesty, jus-
tice, and diligence because he is aware of no evidence to
the contrary. Self-concepts, therefore, become more sta-
ble and consistent as the individual ages and acquires his
thoughts about himself.51 The more an executive's self is
confirmed, (that is, the more often his self related re-
sponses are reinforced, which in this case means organi-
zation success in terms of mobility) the more likely he
is'to: think the same way in the future and the stronger will
be the rejection of inconsistent or contradictory behav-
iors for his self—concept.52

Successful executives usually have strong conception
of self. They know who they are, where they are going,
and how to get there. They are firm and well defined in
their sense of self identify.

One way of differentiating between people is the
relative strength or weakness of their notions of

51. P. Lecky, Self Consistency, Island Press, New York,
1945.
52. Gordon, op. cit., p. 192.
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self-identity, their self structure. Some persons
lack definiteness and are easily influenced by out-
side pressures. Successful executives are firm and
well defined in their sense of self-identity. It is,
of course, true that too great a sense of self-iden-
tity leads to rigidity and inflexibility; and while
some of these executives cculid genuinely be accused
of this, in general they maintain considerable flex-
ibility and adaptability within the framewcrk of
their desires and within often narrow possibilities
of their own budiness organizations.”

The executive's view of himself is his most crucial
tool in developing and maintaining a productive and sat-
isfying administrative career, One of the most important
consequences of his self-concept 1s that when it 1is in=-
accurate as a reflecticn cf his behavior, the executive
finds it difficult to understand the situations in which
he finds himself and the reacticns other people have to-
ward him. Because he is not lakellirg his own behavior
correctly, he cannot understand how his behavior gets him
into difficulties or why people respond to him in a way
different from the way he expects.54

How Dnes the Busiress Leader Perceive the Demands of the

Society and the Conception of His Rcocle 1n the Society?

Trhere is no doubt of an increasirg awareness con the
part of business leaders that they rtave lmportant obliga=-
tions to society.55 The social rcle of businessmen has
meaning only in relation to the gcals or values which are
sought from the ecoromic system of the immediate and re-

rmote environment. 1In discussing the conceptior of his

53. Henry, op. cit., p. 290.

54, Gordon, op, cit,, p. 19¢

55. Howard R, Bowen, Social Responsibilities of the Eusi-
nessmar, Harper and krothers, Mew York, 195%, . 44,
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role by the business leader himself, the hypotheses will be
established upon a list of social goals upon which one as-
pect of the thesis 1is built. It should be made clear,
however, that this list is not the 1list of goals accepted
by the majority of Turkish people. It is only an illustra-
tion of the kinds of goals in terms of which the social
role conception of the business leader must be defined.

1. A certain standard of 1living.

2. Economic stability.

3. Personal security.

4. Religious attainment.

5. National security.

The first step in understanding the businessman's
conception of his social role is to examine his economic
ideas. Howard R. Bowen illustrates this point clearly:

The businessman is an eloquent spokesman

in our society for abundant production. In his

view, it is axiomatic that the primary aim of

economic life is an ever-higher standard of liv-

ing, and, if we are to achieve this aim, that

we must produce more and more... The business-

man's belief that production is the sole source of

our high standard of living and that growing
production is a prerequisite to economic progress
also leads him to the view that the interests of

the various classes of society--laborers and

capitalists—--are fundamentally in harmong and mu-

tual dependence rather than in conflict. 6

Another way of understanding this role conception is

to review the relationships of the business leader with

the government. The attitude of the business leader toward

56. Ibid., ppo 46"7-
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the government is a good reflection of his role conception.

The local community relations form another area which
provides the tools to measure and understand the social
role conception of the business leader.

The corporation is regarded as a citizen

and neighbor in the local community in which

its establishments are located; hence it has

the obligations and duties of a good citizen

and a good neighbor. This involves partici-

pation by officials and employees in community

activities pertaining to government, education,

religion, recreation, etcg,/~ and financial sup-

port of these activities.

The increasing interest in social responsibilities
on the part of thebusiness leader is an important develop-
ment from which much can be expected in terms of the gen-
eral welfare. This optimistic doctrine of social respon-
sibility or the social orientation of business has been
discussed extensively and expressed in concrete forms by
Bowen.58 However, it is subject to several important cri-
ticisms. The first argument was that under competitive
conditions, socially minded businessmen would be prevented
from pursuing their social obligations by the failure of
their rivals to be equally concerned about public interest.
In answer to this, it was pointed out that many businesses

do not operate in perfectly competitive markets; that even

in a competitive industry, socially sanctioned standards of

57. Ibid., p. 63.

58. Ibid.’ p. 63.
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business operation might be adopted.59

The second argument was that when businessmen take
on social obligations, their costs are likely to rise,
that these increased costs will probably be passed on to
the consumers, and that in the end the benefits from so-
cially oriented business policies will have resulted mere-
ly in higher prices. In dealing with this, it was conced-
ed that the costs would often be shifted. However, it was
pointed out that the standard of living of a country is
in two parts: the final products of industry and the con-
ditions under which these products are produced. The im-
provement in one part of the standard may often be at the
expense of the other part, and the problem is to balance
the marginal returns of the two parts.6o

The third argument sometimes advanced in opposition
to the doctrine of social responsibility is that business-
men are so strongly oriented toward the profit motive and
toward the narrow interest of their companies that it is
unrealistic to expect them to assume important social ob-
ligations. Businessmen are so fully imbued with a spirit
of profit-making and with pecuniary standards of value that
they are unable to see the social implications of their

task.61 In answer to this, it was pointed out that busi-

59. J.A. Schumpeter, Capitalism, Socialism, and Democra-
¢y, 3rd ed., New York, Harper and Brothers, 1950,
pp. 72-106.

60. Bowen, op. cit., p. 123.

61, Ibid. and In Theory of Business Enterprise, New
York, Charles Scribner's Sons, 1904.
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nessmen have many motive, of which profit is only one,
albeit an important one. Among these motives is the desire
to conform to the standards of their society. Moreover,
businessmen are keenly aware of the fact that their long-
range self-interest requires that they heed their social
obligations.62

The fourth and much more telling argument against
the doctrine of social responsibility is that business-
men try to use this doctrine as a device for retaining
power and as a justification for that power.63 It was
pointed out that there is wvalidity in this argument,
but that the social controls to which the modern busi-
nessman is subject greatly weaken his power, and that
he is not in a position to be the sole arbiter of his
social obligations.64

Against these severe criticisms, it will be argued
that business leaders have a conception of their social
role and this role is a function of their attitudes,
technical knowledge, profits, and public attitudes. It
is in this background that the social role conception of
the Turkish business leaders will be investigated and

hypotheses formulated.

62, Bowen, op. cit., p. 124.

63. R.A. Brady, Business as a System of Power, New
York, Columbia University Press, 1943, pp. 259-93.

64. Bowen, op. cit., p. 224.
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Leading Drives of Business Leaders

In order to judge man's deeds and the aspirations,
one must discover the reasons for the direction and the
persistance of his actions. Psychologists have entertain-
ed the hypothesis of a single basic drive to give meaning
and direction to human performance. To Freud, the molding
motive was libido; to Adler, striving for superiority or
power; to Horney, the search for security; to Goldstein
and the organismic theorists, self-actualization. On the
other hand, some of the most prominent theorists rejected
the single goal approach to human life, such as Kurt Lewin
and H. S, Sullivan, and observed that goals were deter-
mined by the temporal situations and needs. In this work,
the existence and recurrence of certain motives will be
maintained as abstracted from the interviews. Briefly
they are:

l. Prestige motive

2. Power motive

3. Affiliation motive

4, Money motive

5. Achievement motive

Although these categories are subdivided and devel-
oped as interrelated components, they may not be taken as
isolated parts of behavior.65 For example, money motive

may mean that the businessman is not solely in pursuit of

65. A.H. Maslow, "A Dynamic Theory of Human Motivation,"
Psychological Review, 1943, 50, pp. 370-396.
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cash wealth, but this wealth would indicate security,
safety, accomplishment, social esteem, and affiliation.
Need for achievement seldom can be taken literally as ac-
complishing something through application of one's efforts
to it. Often this achievement brings to its owner pres-
tige, fame, wealth, power, and further opportunity for
future achievement. Businessmen generally are willing to
"help the society," but it would be a mistake to visual-
ize them as welfare workers. This '"help to society" is in-
terconnected to theilr prosperity, again indicating achiev-
ing and self-actualization motives.

Now, how are the motives defined and classified?

In order to demonstrate to the reader the application of
the motivation theory in this research, it is essential
to analyze motives as pure notions which were formulated
through psychological studies,

The term "motive" refers to the disposition within a
person to strive to approach a certain class of positive
incentives (goals) or to avoid a certain class of negative
incentives (threats).66 Thus, the motives demonstrate the
direction of one's actions,and the intensity of the mo-
tives can predict the degree of persistency of the act-
ion. Feld and Smith use the term "incentive" as the sub-

ject of the action of motivation. By incentive, they mean a

6€. Sheila Feld, Charles P. Smith, "An Evaluation of the
Objectivity of the Methods of Content Analysis,"
Atkinson, John (ed.), Motives in Fantasy Action,
D. van Nostrand Co., Inc., New York, 1963,
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potential reward or goal that can be manipulated by the ex-
perimenter--the amount of food, money, or a taskP7Thus the
motives can be classified according to the goals that the
organism pursues through his motivated behavior.68

As being the most heavily identified item among
business leaders in Turkey, the achievement motive will be
given greater concentration here and in Chapter VIII,

Achievement Motive. A sense of achievement seems to

be the universal incentive to those who strive in the hope
of creating something, whether a piece of sculpture, a
painting, a building, an organization, government, or
wealth. It was the most heavily identified item among
business leaders in Turkey.

The Thematic Apperception Test method, developed by
Henry A. Murray, inspired David McClelland to apply it
toward measuring achievement motive as a drive. Here are
some of the findings: achievement need is present in all
persons to a different extent and is displayed in various
contexts.69 The motivated person seeks greater challenge
and demands more of himself to get things accomplished.
Accomplishment and winning are an end in themselves; re-

wards and recognition can be pleasant by-products. Those

67. Ibid., p. 303.
68. Maslow, Op. cit.

69. David C. McClelland, Personality, New York, Rine-
hart, 1951, p. 583,
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who possess this need strongly are more persistent, real-
istic,; and action-minded than persons with moderate needs
for achievement. They may not necessarily be more pro-
ductive.

McClelland's studies reveal an interesting phenom-
enon about the arousal of achievement as a motivator.
High achievement persons are not a product of a certain
political system or culture. The intensity of this need
beccmes greater in middle class backgrounds than in lower

or upper classes.

McClelland conducted a research on the entrepreneur-
ial behavior with respect to achievement need for four pro-
totypes; the United States as a most developed country;
Italy, as a fairly well developed country with a backward
South and an industrial North; Poland as a communist coun-
try; and Turkey as an underdeveloped country. McClelland
Lhad several questions in mind. Does business attract
persons with higher achievement needs? Does the degree
of the country's development affect the achievement mo-
tive? Does puklic ownership of enterprise influence
man's incentive to work harder?7o

All professions require certain elements for success,
but business should require more of the behavior found in
high achievement persons. The situation can be manipula-
ted by cultural effects and the concepts of business ac-

cording to specific traditions. Often in such situations,

70. McClelland, The Achieving Society, op. cit., ch. 7.
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power motive goes hand in hand with, if it does not re-
place, achievement motives.

The tests showed that managers in every country ex-
cept Turkey had higher achievement needs than men of oth-
er professions. If the attitude of Turkish managers is
further explored, the results can be justified. It can be
assumed that business does not attract high achievement
persons. One reason for low N Ach (need for achievement)
among Turkish business executives is that they have been
compared with people of unusually high N Ach. Bradburn,
who conducted the study in Istanbul, selected people from
a teaching institute. Most of the students of the teaching
institute are village boys who left home in their teens.
The freedom from their original authoritarian environ-
ment can be a factor in arousing strong achievement needs
in these persons, and, therefore when compared with the
business executives, the latter have shown higher N Ach.
Another issue which is significant in this research should
be considered. The executives who wre tested had an aver-
age age of 33.1. In a culture where respect is displayed
more toward age than ability, it is possible for achieve-
ment needs to take root as conscious motivators in later
stages of life. Evidently, after interviewing 23 of the
most prominent business leaders of the country, at an av-
erage age of 40.6, Bradburn found higher achievement mo-
tives.

It was found that ownership of an enterprise did not

make a significant difference in achievement motives. It
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is possible that the highest achievement persons are still
the owner-managers of small companies. However, the top
executives of smaller firms were earning considerably low-
er salaries than middle managers of large companies.
Achievement score for small business owners was 5.4 in
contrast to the 5.8 score of large company executives.71
Although statistically this has no signifiance, it illus-
trates that owning and operating small businesses is not
a refuge for high achievement persons, even in capitalis-
tic countries where the choice is free. Whether a man
works for the Polish government enterprises or for a
company, achievement motives can still be present. Hence
communism was not a valid suppressor for the mobile man.
In a study conducted by Warner, Abegglen, Lipset,
and Bendix, it was.found that 50-80 per cent of business-
men in the United States came from middle to upper social
levels during the last 150 years.72 They also discovered
that between 1900 and 1550, the sons of blue collar work-
ers in executive levels showed an 8 per cent increase
(from 7 per cent, it rose to 15 per cent) although the
percentage of these people in the total population remain-
ed constant. In the United States, businessmen came from
less sophisticated backgrounds. McClelland's study in

Turkey, however, found that a good proportion of the

71. Ibid., p. 265.
72. Ibid., p. 276.
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business leaders came from privileged, elite backgrounds.
The fact that higher achievement need is more typical of
middle class persons can be another explanation why Turk-
ish business fails to recruit the high achievement per-
sonse.

Along the same lines, it was discovered that bureau-
crats had less drive for achievement in Italy and Turkey
than their counterparts in private enterprise. In these
countries, the government executives showed less need for
achievement than the United States public works execu-
tives, who scored about the same as managers from the
private sector.

Motives can be outwardly expressed, exist but be re-
pressed or exist at the subconscious level. For example,
a businessman may have an achievement motive. In the in-
terview, he may state in his own words that he has this
motive and point to his accomplishments as the outcome
of his motive., Others may indicate that they have the
achievement motive, but can show no appreciable accom-
plishment. Yet, there is a third group which does not
claim to have achievement motive, but from the way it
stresses its wish to "do something in society," the
researcher may sense the presence of the need at the
subconscious level. Since the researcher is not a train-
ed psychoanalyst, equipped with the knowledge to handle
the problems of the subconscious, the third group of

people is left out of the achievement catetory. The
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interviewees' words and deeds were sufficient for the
purpose of this study.

Studying he motivation patterns of Turkish execu-
tives, the society must also be considered at large. Erich
Fromm reasons that:

In order that any society may function well,
its members must acquire the kind of character
which makes them want to act in the way they have
to act...degire what objectively 1is necessary for
them to do./3
How would the society in Turkey be classified in

assessing the motivations of its members? If David
Riesman's three models--namely, tradition-directed,
other-directed, and inner-directed--are taken as dimen-
sions, Turkey should be placed somewhere between tradit-
ion-directed and inner-directed models. Riesman defines
them as such:

Tradition directed society is one with high
growth potential which develops in its typical
members a social character whose conformity is in-
sured by their tendency to follow traditions. 1In
such a model, the primary economic sphere (hunting,
fishing, agriculture) is dominant. The inner direct-
ed model refers to a society in transition, which
envelops in its members a social character whose
conformity is insured by their tentendy to acquire
early in life an internalized set of goals. Their
economy is giminated with secondary sphere (manu-
facturing).

Turkey, with characteristics anchored in both tra-
ditionalism and transitionalism, engenders needs toward

esteem and security. Consequently, motivators are inte-

grated and interdependent rather than pure and isolated.

73. "Individual and Social Origins of Neurosis,"
American Sociological Review, 1944, p. 380.

74. David Riesman and A. Glazer, R. Denny, The Lonely
Crowd, Doubleday, 1953, pp. 19-38.
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Major Hypotheses

The major problem in this area is the lack of avail-
able general works that can be used as a frame of refer-
ence and as a foundation upon which to build specific
theories about the behavior of Turkish business leaders.
Therefore, this research will be of an exploratory na-
ture rather than specific. Nevertheless, based upon the
review of the available material and numerous theories of
business behavior, it is possible to generate two major
hypotheses and then draw operational hypotheses from them
which will at the same time describe the behavior of bus-
iness executives in Turkey and test the assumptions of the
major hypotheses.

Hypothesis number one: No collective, standard, or
patterned behavior and motivation are identifiable for
the Turkish business leaders. They all seem to be moti-
vated by different drives and do not present a common
front.

Hypothesis number two: (The second hypothesis is
derived from the first one.) Because of their differ-
ences, there is no concensus among the Turkish big busi-
ness leaders as to the role for which they feel respon-
sible in society.

Operational hypotheses: The following hypotheses
will be used in the process of testing the two major
ones. They will be useful in describing and analyzing

some specific areas of behavior of Turkish business
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leaders. They will also provide the potentials for this
research as an exploratory study. The certain elements
concerning the Turkish business leaders and firms which
can lead the way for comparative studies were particular-
ly selected. Although this specific work is not a compar-
ative study in itself, it is especially designed to be
easily converted into a comparative model. To be effect-
ive in future comparative studies, the research is widely
patterned after Warner's and Henry's studies of big busi-

ness leaders. Yusaf A. Sayigh's The Entrepreneurs of

Lebanon was also influential in delineating the present
structure.

l. The growth of big business firms was slow up to
1956. In 1958, with the coming of inflation, growth pat-
terns were altered. Sales and assets rapidly rose, while
employment remained constant.

2. The majority of the business leaders entered bus-
iness life between 1949-1960, a period characterized by
liberal economic policies. They were less than 50 years
of age and came from middle class merchant families.

They were previously occupied in a related occupation in
the private sector.

3. The role of the formal education in the success
of the big business leader is considerable.

4. Turkish big business leaders are equally dis-
tributed among both mobile ad birth elites.

5. Motives related to achievement are the leading

but not the majority of the drives of the business leader.
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6. A small group of business leaders show an aim-
less urge for work.

7. Profit motive is the leading drive of only a
handful of business leaders.

8. Society-oriented business leaders are gaining
over others.

9. Contrary to general belief, power-oriented
business leaders are also found among businessmen.

10. Although business leaders operate in an inse-
cure environment, only a few are motivated by safety and
security needs.

ll. Business leaders in Turkey see expansion in
business as the major constituent of success.

12. There is no agreement among business leaders as
to what they consider a successful businessman to be.

13. No concensus among business leaders exists as
to what they attribute.their success.

14. Business leaders do not agree in perceiving
the demands of society.

15, Turkish business leaders are equally divided
among calculatives and empiricals in decision-making.

16. Most of the business leaders in Turkey consult
friends and relatives in making major decisions.

17. The effects of the development plans on the
private enterprises in Turkey are negligible.

These are the operational hypotheses that are to

be tested in the coming chapters. The reader must be
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cautioned at this stage about their descriptive nature.
This should be understandable due to the exploratory
character of this thesis. However, from each hypothesis,
conclusions will be derived; where possible, causal re-
lationships will be established; and a strong analytical
foundation will be created.

The hypotheses presented above will be grouped under
several headings forming the major areas of this thesis.
Proceeding in such a way will assign greater meaning to
the hypotheses and add more causality and conclusive-
ness to their descriptiveness. The major areas that will
be covered by this thesis are the following: The immedi-
ate environment of the firms in which the business leader
operates; the greater environment, the society at large
that embodies the firm itself; natural characteristics
of the business leader; intellectual and educational
world of the business leader; his social, economic, and
religious background; mobility patterns; the motives of
the big business leaders; the process of management, in-
cluding the goals and objectives of the firm; and final-

ly the problems of the business leader.






CHAPTER III

METHODOLOGY

Research i1s opening new avenues 1in scilence.

What purports to be empirical knowledge in our

time is generally respected. If it is carefully

sought and properly presented, it deserves that

respect. To justify the application of his re-

sults, first, a researcher must be soundly trained.

He must let knowledge speak for itself. The data

a technician collects should refrain from reflect-

ing his predispositions. In addition to being

well-meaning and properly oriented, a researcher

must be painstakingly precise in the execution

of each phase of the project. He must be frank,

and eager to subject his every decision to pro-

fessional scrutiny.l

In the preceding chapter the purpose of the research
was outlined and hypotheses were presented. This chapter
in methodology has a dual purpose. First, it will foster
the understanding of the reader about the research. Sec-
ond, it will justify the conclusions and validate the
testing of the hypotheses. In order to achieve this pur-
pose, it is necessary to show, first, how big business
firms and big business leaders were identified, and, sec-
ond, how data used in the testing of hypotheses was ob-
tained from the sample studied.

While pursuing the procedure in methodology, the
reader will be able to place himself in the position of
the researcher and recognize the situation and the condi-

tions under which the subject matter was covered. There

was agony of frustration in tackling the problems, as

l. Charles Backstrom, & Gerald D. Hursh, Survey Research,
Northwestern Univ. Press, Evanston, Il1l., 1963, p. 6.
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well as ecstacy in the process of their solution.

The Selection of the Sample of Big

Business Firms and Big Business Leaders

Some General Problems of Sampling

Problem of Choice. One of the basic problems that

every student is faced with is the problem of choice.
Limitations must be imposed upon the areas subject to
study, in order to reach a meaningful depth. To achieve
this purpose, it was necessary to classify the Turkish
business firms as big, medium, and small, and concentrate
on one category. As the name of the study implies, the
research focused on the Hg business firms.

Problem of Sample Size. A sample 1s a miniature rep-

resentation of the whole.2 It is the procedure through
which we can infer the characteristics of a large body of
people from a conversation with only a few persons. To
be able to ascertain that the characteristics discovered
in the sample are also the characteristics of the popula-
tion of big business firms and leaders, certain measures
had to be taken. Among these, the closeness of the sam-
ple to the population is the most important. From a to-
tal of 150 firms classified as big businesses, 103 were

included in the sample, making roughly 68 per cent of the

2. Delbert Miller, Handbook of Research Design and So-
cial Measurement, David McKay Co., Inc., N.Y., 1964,
p. 46.

3. Backstrom, & Hursh, op. cit., p. 28.
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population.

Several reasons accounted for a large sample:

l. To give all big business leaders an equal chance
to be included in the sample. |

2. To reduce the percentage of error resulting from
interviewing a smaller sample of business executives.

3. To determine the highest degree of confidence.

4. To demonstrate a proof of effective sampling
theory.

5. To allow for the lack of homogeneity among the
big business executives. Homogeneity here is defined as
"the degree to which people are alike with respect to the
particular characteristics of the population under sur-
vey".4 The more the leaders of the business soclety are
alike, the smaller the sample can be. Logically, if all
were exactly alike in every respect, a sample of one per-
son would be enough.

6. To accommodate the large number of categories
into which the collected data were broken down for analy-
sis; that is, the greater the number of categories, such
as sex, age, education, birthplace, mobility patterns,
and type of business the larger the sample must be.5

The Type of Sample

In this project, stratified sampling was used, since

4. Ibid., p. 25

5. For a complete list of the categories and subdivi-
sions see sample questionnaire in the appendix.



58

the exact composition of the total group, with respect to
certain significant characteristics, was known to some ex-
tent. For example, the largest business firms in Turkey
are located respectively in Istanbul, Izmir, Ankara, Adana
and a few other places. Because a sample that is repre-
sentative of the total population was to serve as the pro-
totype, it was necessary to select one that is mathemati-
cally representative with regard to some significant char-
acteristics. Among numerous forms of stratified random
sampling techniques, a stratified proportionate random
sampling method was chosen for this research. The big
business firms were placed in three categories according
to the location of their headquarters: "Ankara, Istanbul,
Izmir." Then each of the stratum was subdivided into sev-
en standard industrial categories--banking, insurance,
mining, petroleum, manufacturing, commerce, and transpor-
tation. A simple random sample was then taken from each
stratum. Finally, all of the subsamples were added to
form the total sample. Proceeding along these lines pro-
vided the following advantages:

l. Assured representation with respect to property,
which forms the basis of classifying the units.6

2. Decreased the chance of failing to include some
members of the population because of classification

processese.

6. Miller, op. cit., p. 48.

7. Ibid., p. 48.
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3. Made possible the estimation of the characteris-
tics of each stratum and thus contributed to their compar-

isons.

Identification and Definition of the Population of Big

Business Firms and Selection of the Sample

The definition of the population refers to the
determination of the group which bears the general-
izations drawn from the findings.®
In selecting the business leaders and the firms to be

studied, a population that would satisfy four criteria had
to be established. ©One, the firms included in the sample
must represent the largest establishments of Turkey, such
as businesses that were of sufficient size and scope to be
more than the corner grocery shops. The research was con-
cerned with successful business leaders and used the size
of the establishment as the indicator of success. Two,
the firms must be Turkish-owned. Only those firms with
more than 51 per cent of stocks owned by Turkish nationals
were included in the population. Third, the population
was limited to private business firms. If the 51 per cent
of the stocks were owned by private individuals or insti-
tutions, the firm was considered to be a private business.
Fourth, all the agricultural firms were eliminated. Only

enterprises in manufacturing, mining, petroleum, banking,

8. Ibid., p. 48.

9. Ibid., p. 46.
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insurance, transportation, and trade entered into the re-

search.

Establishment of a Criterion of Size. 1In selecting

big business firms, two separate criteria of bigness were
used: (a) number of employees and (b) amount of capital
that the firms had at the time the research was conducted.
Unfortunately, information about assets and sales that
are generally used as criteria of size was not available.

(a) Number of Employees. The larger the number of
employees, the bigger is the firm. Firms were compared
among themselves, and the largest ones were included in
the population. The lower 1limit for the number of employ-
ees was set after comparing each firm. When the differ-
ence between a collectivity and a single firm became
great, then the determined lower 1limit had been reached,
below which no firm could be accepted as big on the basis
of its number of employees. As the result of such sizing,
40 was established as the minimum. Below 40, the number
of employees fell sharply to the 20's and even to the
10's. Because of such a steep decline of the number of
employees under 40, it was possible to classify the firms
into two broad categories: 1large and small. Those above
40 were considered to be large, and those below 40 were
accepted as small enterprises.

(b) Size of Capital. The declared or nominal capi-
tal of the firm was taken as the second criterion. Again,

as in the case of determining the number of employees, no
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prior arbitrary limits were set. Only after comparing the
present capital of the firms, was $10,000 taken as the low-
er limit below which the firms fell into the category of
small enterprises. It was only after surveying more than
600 of the largest firms from a list provided by the State
Institute of Statistics of Turkey that a criterion for
bigness in terms of present number of employees and pres-
ent capital was established.

Method Used in Selecting Big Business Firms. No reli-

able published material covering the basic lines of activ-
ity, sales, assets, number of employees and profits was
available in Turkey during the time this research was con-
ducted. Neither the government nor the private agencies
accumulated meaningful statistics for the general public's
use. The Turkish government through its innumerable agen-
ciles does collect a large volume of data; however, these
materials are unorganized and difficult to obtain.

Due to the lack of published and organized materials,
methods of obtaining information in Turkey differ sharply
from those in the United States. 1In view of the unavail-
ability of studies like Moody's or Poor's indices, identi-
fying and then defining the large business enterprises, to
define the population has become a major project in itself.
Although some data exist in the form of semi-reliable gov-
ernmental statistics, several factors make their use
rather difficult. Due to the laws and the unnecessary

secrecy of the bureaucracy, public offices are extremely
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reluctant to release any information. Formalistic pro-
cedures, the fetish of the signature, and upward-looking
attitude of the bureaucrat, when combined with the slowness
of the administrative apparatus, make any attempt at com-
munication and cooperation too difficult and too ineffici-
ent to be sought by following the usual methods. Extra-
ordinary means were used in getting the desired informa-
tion. On occasion, friends arranged for contacts and in-
formants. Often, special permission and influential per-
sons became necessary in order to obtain figures to back
up our criteria.

The State Institute of Statistics and the Union of
Chambers of Trade and Exchange of Turkey were contacted
directly from East Lansing. Responsible officials in both
institutions responded favorably, but pointed out that they
did not have any prepared and readily usable statistics.
Due to the lack of statistics to determine the size of the
firm and define the population, a second step was taken:
two key persons were hired to carry out the research. One,
a high official in the State Institute of Statistics of
Turkey and the other a Ph.D. from the University of
Istanbul. They were assigned the duty of assisting the
above named institutions in collecting data concerning the
assets of the firms and the number of employees.

With the help of these two research assistants, a
list containing the names of 200 largest firms was com-

piled from a recent, and as of yet unpublished survey of
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the State Institute of Statistics. The firms on this 1list
were classified into descending order in terms of the num-
ber of their employees based on an average during the year
of 1964, The same list contained also the type of activ-
ity for each firm. A second list was obtained from the
Union of the Chambers of Trade and Exchange in Ankara.
While the list from the State Institute of Statistics con-
tained 200 of the largest firms based on the number of em-
ployees, this second list was arranged in terms of the nom-
inal capital. It also contéined the name and address of
each firm, the line of activity, the location of its head-
guarters, and the names and addresses of the three prin-
< ipal owners, and those of top administrators, alongside
t heir titles.

To check these lists, independent chambers of the four
IM & jor cities of Turkey were asked to provide similar list-
A ngs of large firms. The lists from the three independ-

S Nt sources were combined to form a criterion for bigness.
I establishing the criterion for bigness--based on the
MYUmper of employees in this case--it was desirable to iso-
1 & te one value of the variable that may be considered typ-
L < a1 of the whole set of values. The arithmetic mean,

= 3 nce it is the best known, and the one most widely applied
to statistical work, was used in computing the average

NUmper of employees of the 200 firms.10 Dispersion of the

——

10 « John Stockton, Business Statistics, Southwestern
Publishing Co., 1958, p. 163.
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firms was wide. Since the arithmetic mean is not typical
of the distribution from which it is computed, it can then
be stated that those firms above the average are large.
The following statistical analysis illustrates the point.
To measure the dispersion of the firms, first, the
range, that is, the distance between the smallest and the
largest number, is observed (from 2000 to 10 employees).
Since the range is based on the two extreme values, it
tends to be erratic. For this project, the location where
most of the firms are concentrated is required. Conse«~
guently the quartile deviation is applied. Like the median
which shows the point dividing the distribtuion into two
e gual parts, quartile deviation divides the frequency dis-
t ribution into four equal parts. For our 200 firms, three
> ©ints are located. The first is called the first quar-
t 1 le, and it is the point that has one-fourth of the fre-
A Uuencies smaller and three-fourths larger. The third
YU artile has one-fourth of the frequencies larger, and
th ree-fourths smaller. Of course, the second quartile is
the median. Applying interquartile range measurement for-
Mu] 3--Q= 83_3_31 --it was possible to find that the 200
e presented a very large interquartile range. The
J'Eil?ger this distance, the smaller is the degree of concen-
T ation of the middle half of the distribution. Tt indi-
S&ted that the prospective 200 firms displayed a highly
ST attered distribution from the center of the scale. To

be able to observe the direction of this distribution,
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scatter measures of skewness were used, since measures of

skewness indicate the lack of symmetry in a distribution

and show the direction in which the skewness extends.11
Following Karl Pearson, a measure of skewness based on the
difference between the mean and the mode was applied. The
greater the amount of skewness, the more the mean and the
mode differ because of the inherent influence of extreme
items.

The average number of employees for the 200 firms is

150. Of these 200 firms, 150 are in the last three quar-
tiles. The remaining 50 were so definitely below the aver-
age that it was possible to confirm, on the basis of the

rn umber of employees as the criterion, the first 150 firms

< i ted by the State Institute of Statistics were the larg-

= st firms in Turkey.

But a single criterion for determining the population
<= Ff the large business firms in Turkey was insufficient.
C:Eaibital was used as the second criterion to select the
P oSpulation. First, the firms in the Union of the Chambers
S Trade and Exchange's list were checked against the lists
< individual chambers of commerce in Ankara, Istanbul,
3:=3rnir, and Adana. Firms included in both city lists and
in union lists, 180, were subtracted from the total number,
1‘€3Eaving a total of 420 firms. Following the procedure pre-

\riwbusly outlined in determining the average number of em-

IDlDyees, the average of the nominal capital of the 420
———
11 . 1pig.
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firms was calculated. Then, using the skewness measures

and quartile deviation it was found out that out of 420

firms, 315 were in the last three quartiles. The remaining

105 firms of the first quartile were well below the aver-
age, indicating a large difference between the two groups.

This wide divergence was the justification for accepting

the 315 firms as the largest ones of Turkey, in accordance

with their nominal capital.
After individually identifying the largest firms in
accordance to two different criteria, they were cross-

c orrelated. Those receiving high scores for both capital

and size of personnel were isolated. Each group contained

1 25 identical names. In other words, using as criteria the

= 1 ze of capital and the number of employees, 125 of these
F i rms were included in both lists. If a firm was ranked
=2 bove the average by both criteria, it was selected as
1:>€3i41g a large firm. Ninety firms were selected through
This procedure. For the remaining 60, the number of em-
P 1 oyees became the sole criterion.

Testing and Results. To be sure that the 150 firms

1 S olated were the largest firms of Turkey, both in terms
S  the size of their capital and the number of their em-
E>l‘Dyees, the follwing tests were made:

1. Statistical Testing. The average number of employees
|NQq the average size of the capital of the 150 firms were
“heacked against respective averages of the 400 firms ob-

telined after collecting the individual listings of the

tJrlion of Chambers of Trade and Exchange and the State
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Statistical Institute of Turkey. The results of this com-

parison indicated that the averages of the number of em-

ployees and of the capitals of these 150 firms were by far

larger than those of the remaining firms.

2. Reputational Testing. The statistical testing was sup-

plemented by a reputational testing. To avoid any criti-

cism about the incompleteness of the criteria, since sales

and profits were not available, authoritative sources in

business circles were consulted. Among these sources, the

Agricultural Bank of Turkey was the major one. The infor-
mation department of the Bank, which is responsible for in-
vestigating the financial standing of the firms that borrow

£ rom it, confirmed that all but 10 per cent of the 150

= irms were considered to be the largest ones in their cat-

< gories in Turkey.
This reputational approach identifies the leading
* 1 rms through public opinion or judgments of other members

<SFf the economy. The researcher then uses a criterion of

< Onsensus to decide which firms appear to be operating as

1l & aders in the economy. The reputational approach is

S & 1dom used in determining the leading firms in the United
S t ates where ready-to-use statistical material is avail-
[ le. Firms so identified need not be the same firms
Y“Which would be classified as leaders of industry through
R more concrete procedure because the approaches involve

A3 fferent concepts of bigness and varying techniques for

irldicating the leaders. In this study the reputational
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method was used only to check the validity of the method
of isolating the leading firms. In an underdeveloped
country, to supplement the statistics and to obtain the
true picture, it is necessary to take *"the word of mouth”

into consideration.

Comparing the Population and the Sample of Big Business

Firms

Table 1. Comparative Distribution of the Population and

the Sample by Location of Headquarters.

Location of Headquarters Population Sample
No. % No. %
A nkara 3 1.5 5 5.0
I stanbul 105 70.0 72 70.0
I =Zmir 30 20.0 26 25.0
A . dana 10 7.5 0 0.0
< ther 2 1.0 0 0.0
Total 150  100.0 103 100.0
\

After isolating the big business firms in Turkey, a
= @arnple of 103 was taken. Seventy per cent of all the big
Buisiness firms are located in Istanbul. Izmir had 20 per
Se=nt of all big business firms; the sample included 25
Per cent, so here there was a variation of 5 per cent in
i:'Eftvor of the sample. Ankara had only 1 per cent of the

k)iAQ business firms, but in order to arrive at meaningful
c:‘31"1clusions, another 4 per cent of the firms from Ankara

We re included in the sample. Eight per cent of the firms
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had their operation centers in Adana; none of them was in-
cluded in the sample for reasons of insufficient time and
research funds. The remaining 1 per cent of the large
firms were scattered within the country, and were, for the
same reasons, omitted from the sample.

Table 2. Comparative Distribution of the Population and

the Sample by Type of Business.

Type of Business Population Sample

No. % No. %

B anking 7 5.0 4 3.5
I nsurance 6 4.0 6 5.5
M anufacturing 75 50.0 54 53.5
"T" ransportation 15 10.0 11 10.5
IMlining and Petroleum 8 5.0 4 3.5
T ommerce (retail-wholesale) 39 26.0 24 23.5
T otal 150 100.0 103 100.0

The largest concentration of big business firms was

inrn the areas of manufacturing. The sample included 54
Sut of 75 firms falling into this category. The next ma-
3 ©r 1line of activity was commerce; from 39 retail and
WHholesale firms, the sample took 24. From 8 mining and
B e troleum firms, 4 were in the sample. Out of 15 large
tll?ansportation concerns, 11 were selected. From 7 large
lbainks, 4 were included in the sample. Finally, all of the
S

major insurance companies of Turkey were in the sample.

Tt is logical to conclude that the sample was representa-
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tive of the population, both with respect to geographical
distribution of the firms and major lines of activity.

The Selection of the Big Business Leaders

Business leader means a person who occupies one of
the highest offices in the hierarchy of the organization,
either as an owner or as a high ranking executive. No dif-
ferentiation was made between an entrepreneur and an exe-
cutive; both types were included in this study. The im-
portant factor in defining a business leader was the degree

of his influence upon the policies and goals of the organi-

zation with which he was associated. A man, therefore,
nNneed not be the entrepreneur or the chief executive to be
< lassified as a business leader, provided he has the

= trongest influence in establishing goals and objectives
< Ff the enterprise, and the philosophy of administration
1 eading toward the attainment of those objectives. From
t_he Chambers of Commerce the names of the owners and top
T hree executives were obtained. 1In respective order, three

O the most important owners were named together with the

P e rcentage of ownership they held in the organization. In

the case of single ownership, one name appeared. When the
< ©Ompany was completely owned by the public or by various
j‘rlsstitutions, three of the largest shareholders were

S . ated. The Chamber of Commerce also provided the names

©Ff the three highest ranked executives with their titles.

————
1o

See Chapter Two for an extended discussion of the

business leaders in regard to this definition.
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In order to select a leader from a particular business or—
ganization, a simple but reliable method was used. A tem-
porary list was drawn up following a correlation of the
owners and the executives. If the same person were a part-
ner or owner, and at the same time a high ranked executive,
then he was listed as a business leader. The same proced-
ure was followed for each one of the firms to obtain a list
of 103 names. However, a problem arose whenever no rela-
tionship existed between the owner or partners and the
top executives. Who should be selected as the leader? The
person who owned the organization, partially or totally,
or the fellow who ran it? In such ambiguous cases both

N ames were marked. To make a decision for choice, the ex-

pert opinion of the intelligence department of the Agri-

< ultural Bank of Turkey was sought.

Pilot Study

Once the data-collection instruments had been con-
= ttructed, they were pretested before being used in the

S ttudy. Questions that seem clear and straightforward to

T h e research staff may, in a trial testing, prove diffi-

—1a 1t to comprehend, or ambiguous, or simply not productive

S =  useful information.13 A pilot study and two pretests

W e«= r-e conducted before the research itself was undertaken

L a2  Turkey.

The questionnaire was given to a group of Turkish

13 o Philip Selznick, Leadership in Administration, Harper,

New York, 1957, p. 70.
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students on Michigan State University's East Lansing cam-
pus. The questionnaire was tried out to see how compre-
hensible it was and whether changes would be necessary be-
fore starting the full-scale study. This provided a means
of catching and solving unforeseen problems. Such a pre-
test was in the form of personal interviews. Valuable in-
sight was obtained in discussing the questions with the
respondents after they had answered them. Generally, they
indicated what the particular questions meant to them,
what difficulties they experienced in replying, what ques-
tions needed further information, and where there were
difficulties in rapport. The questionnaires were also dis-
tributed among several faculty members of the Graduate
S chool of Business at MSU. A note was made about their
< riticisms and suggestions. After the pretest, the ques-
t donnaire was edited.
A pilot study was then conducted in Lansing, Michigan.
A group of Lansing executives was interviewed. Following
this pilot study, the questionnaire was re-edited and
T r-anslated into Turkish. The translated questions were
Iy &= 3 led to Turkey. The questionnaire was given to a group
> &= Turkish business leaders known personally by the author.
L 2 e replies, comments and criticisms about the questions
& 1 ped in rearranging, rewording, and correcting the lan-
F v a&age of the questionnaire. A final pretest of the ques-
t 4 o nnaire was made in Istanbul by the researcher himself.
I+= was only after these procedures that the questionnaire

ara<d the research methods were finalized.
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Data Collection

The Nature of the Research

The relative youth of social science research and the
scarcity of social science curiosity in Turkey make it in-
evitable that this study, for some time, will bear a pio-
neering characteristic. Although there has been some
speculative writing on the same topic and some research
that is incidentally related to executive behavior, the re-
searcher entering the area is not in a position to advance
from any existing hypotheses.

Interviews

Because of the methodology of this research and the
characteristics of the Turkish business leaders, data was
collected through interviewing. The interview approach
rPut a heavy reliance on the business leader's verbal re-
P ort for information about the stimuli or experiences to

Which he was exposed. As opposed to the strict question-
Il Aajre method, one can ascertain better the validity of the
& sponses through the interview method. In an interview,
= 31 rce the interviewer and the person interviewed are both
> r~esent when the questions are asked and answered, there
s opportunity for greater flexibility in eliciting in-
£ < rmation. Furthermore, the interviewer has the oppor-
t *armity to observe both the subject and the total situation

ixra which he is placed.

l1 o Selznick, op. cit., p. 238.
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Interviews evoked responses that would have been im-
possible through mailed questionhaires. In a mailed ques-
tionnaire, if the subject misinterprets a question or re-
cords his responses in a baffling manner, there is usually
little that can be done to remedy the situation. In an
interview there is the possibility of repeating or re-
phrasing questions to make sure that they are understood,
or of asking further questions in order to clarify the
meaning of a response. This flexibility makes the inter-
view a superior technique. In Turkey, traditionally, the
business leaders are reluctant to give out any information,

especially in writing. But when they are faced by an in-
terviewer and trust the interviewer, or feel indifferently
about him, they become very talkative.

It was intended that the questionnaires would be used

t O supplement the interviews, in order to achieve more

<— Overage. Nevertheless, when a pilot study was conducted

A n Istanbul, there was only a 15 per cent return on all
the mailed questionnaires and none of them was properly

A riswered. The poor reputation of the guestionnaires sent
>~ the State Planning Institution to business leaders pre-
€= 1 uvaded their use by the researcher. The unreliability of
t= Ih e returned answers prevented the researcher from using
t= 2 e mailed questionnaire approach as the method of data
C <> 1 lection.

@rarestion Content

Interviews were used to obtain information about what
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the business leaders believed, expected, felt, wanted, and
did concerning their function in society. Statistical in-
formation about their firms, and explanations of their
methods of procedure in business, were also gathered. The
questions were patterned after Yusuf A. Sayigh's research
in Lebanon and had strong Warnerian influences. A large
portion of the questions were aimed at acquiring facts,
such as the business leader's age, education, marital
status, policies of the organization, problems of his
business, etc., in addition to comprehending his feelings,
Opinions and role perception.
A second set of questions was aimed at disclosing be-
1 iefs about how the facts were interpreted. The purpose
was, for example to find out whether a business leader
Ibelieved that increased government efficiency would bene-
* it his business. The questions in part four of the
g Uuestionnaire were directed toward discovering present
S I11d past behavior of the respondents.15 Following the
W i dely accepted and proven fact that in inquiring about
P resent or past behavior, the most valid answers are ob-
T = dned by specific rather than general questions, the
<= 1 osed-end questions were used to seek concrete infor-
2 ¥ a_tion.16
Finally some of our questions were designed to ex-

P> 1. ©ore the reasons which the business leader offered for

1l s . See appendix for the detailed questionnaire.

l& - Selznick, op. cit., p. 252.
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his beliefs, feelings, policies, and behavior. In effect,

the why's had to be brought into the open. "Why" may seem

like a simple question, but as Lazarsfeld pointed out, the
17

answers to it are seldom simple.

Type of Interview

In the standardized portions of the interviews, ques-
tions were presented with exactly the same wording, and
in the same order, to all respondents. Despite the
standardization of the interviews, some of the questions
were fixed-alternative and some were open-end questions.
In fixed-alternative questions the responses of the leaders
were limited to stated alternatives. The open-end ques-—
tions were designed to permit a free response from the in-
terviewee rather than one limited to stated alternatives.
Because of the nature of the research and the intention to
obtain the true frame of reference, as well as the spirit
of the business leaders, open-end questions were favored.
Even the fixed-alternative questions were supplemented by
a last alternative "other". The often difficult and ex-
pensive open-end questions were preferred in order to
preserve the originality of the response. Compared to the
simple process of tabulating the precoded responses to
closed questions, the analysis of open-end questions was
complex and often troublesome. Also, by choosing the open-

end questions regarding beliefs, attitudes, and other

17. Paul F. Lazarsfeld, "The Art of Asking Why", National
Marketing Review, 1, 1935, pp. 36-38.
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more subjective matters, the respondent was relieved of
making a judgment about his attitude by leaving this task
to the researcher. Open-end questions proved to be useful
where the original question had to be followed by probes
to determine whether the respondent had any information
about the issue, whether he had a clearly formulated
opinion about it, and how strongly he felt about it.

To summarize, fixed-alternative questions were used
to obtain information on issues where the range of the
possible alternative replies was known. To be more speci-
fic, this type of question was utilized to seek factual
information (age, education, etc.). Open-end questions
were used when the issue was complex, when the relevant
dimensions were not known, and when the interest was fo-
cused on exploration not yet undertaken.

Conduct of the Interviews

The researcher and his two assistants conducted all
the interviews., The researcher himself made all the in-
terviews in Ankara and Istanbul, while his assistants
worked in Izmir.

The average length of an interview was anywhere from
75 to 120 minutes. Through the intermediary of the Agri-
cultural Bank of Turkey, appointments were made with the
business leaders a week in advance. Generally, the re-
searcher was greeted with restricted cordiality and semi-
suspicion.

One of the assistants, being a woman, was received
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with more ease on the part of the interviewees. As a good
reflection on Ottoman concept of the role of a woman, she
was regarded to be less dangerous as far as what she might
be able to do with the conversation she recorded. In most
places she was offered gifts, or social invitations, and
the interviewees took greater freedom in diverging from the
topic to incidents in their lives or anecdotes.

The third person, who was not a part of the American
organization sponsoring this study, had the most trouble
in achieving a sincere relationship with the interviewees.
He was the only person denied certain statistical infor-
mation, and the one who was asked the most questions. He
was not trusted. The business leaders feared he might use
his information against them in the future.

The first contact was made by customary small talk on
weather and health. A typical example might very well
illustrate the first ten minutes of an average interview.

The researcher is now in the office of the business
leader. Mr. X is sitting behind an overcrowded desk. He
is smiling but there is no sincerity in this smile. The
room is far from being luxurious; the furniture is old and
there are no apparent status symbols.

After the usual greeting Mr. X asks the interviewer
to be seated. Almost as if planned, but quite by accident,

one of his subordinates enters to confer with him about a
trivial point. Secondary introductions are made and a

d1s5SpP1ay of how busy the man at the top is, follows.



adtD CHEVN

raInAnT T ”
M T e

Y Avpr bF

Saa VITa o

[X YT IR oF
vt e Va v e

.
1€3n T

Tens grr A




79

Mr. X: - Oh, yes, sorry to keep you waiting, but all
responsibility on one man...I have to be everywhere
all over this factory. I know in Western countries
the routine is different, but in our country, they
all lean on the man who knows everythinge.

Int.: Yes, sir, I can see that.

Mr. X: So you are studying in America. For how
long did you say? Oh, four years; that is quite a
long time. How did you go? Did you win a govern-
ment scholarship? You see, I have a son. I educated
him in the best schools in the country. He used to
be a bright pupil. Every day his teacher called me
in to congratulate me, and I would blush all over.
He finished as the first in his class, and I saw to
it that he would go to Europe to become an engineer.
But then_he started to get lazy. He fooled himself
by working here and there, and then got married.
Today he is sorry that I didn't send him to Europe.
Last year I placed him with an insurance agency
with 1600 T.L. salary. He can hardly pay rent now.
Are you married? Children? Oh, don't worry, God
will give you soon. The foundation of a family is
children, but at times you worry so much that you
wish you didn't have them. I was in America last
summer for two weeks. T liked it very much, but I
missed Istanbul and the sea. When did you return?

Int.: A month ago.

Mr. X: Then you were here when we had the last
miserable hear wave...0h, did I wish I could go
to the Island, and rest in the shade. Does it
get hot in America?

Int.: Yes, sir, in certain places.

Mr. X: But the bureaus have colling devices, don't
they? Like we have in the summer theaters?

Int.: Most of them, sir, but not all.

Mr. X: Well, what do you think of the Negro prob-
lem, since you were there? How dO YyOU.eo?

This type of verbal exchange continues until a
firendly atmosphere is established. It can take from
three minutes to an hour to discover the human elements

of One another.




Tpe
PR

Teaen

Trive

I owa

S Cav

Al
T30

I T

PR IS

N
~- «Cl
- .
M-S
U
e
“eer
e
~oag
nA -
vuib &
~a
T a3 ma.
CURGEY




80

Int.: Mr. X, we contacted you twice from the United

States about a project sponsored by Michigan State

University. Studies of this type have been conducted

in many countries.

Mr. X: ©Oh, it's a hot day. You must be tired.

Would you like something cool like a lemonade or a

coca-cola? You must be used to it in the United

States. Or coffee if you like, tea?

Int.: A coffee with sugar will be fine, sir.

Mr. X gives a surprised lock, but recovers to serious-
ness quickly. He reaches for the bell. A "hademe"
(doorman) enters the room, bowing with humility in the

name of respect and awaits the order of his boss.

Mr. X: My son, bring two coffees with sugar. Make
it fast and tell him to make it good and foamy.

The hademe bows again and utters, "At your service,
Sir."

Int.: In the letters we tried to explain the pur-

pose of the study...and why you have been selected

as a participant, mainly because....

While the interviewer chatters along, the business-
man is going all over his desk in search of the letter;
he finds it among some papers and goes on to read it with-
out paying any attention to the explanation.

Mr. X: Oh, yes, I remember, and how did you find

our name? What a compliment; we are far from being

a large firm. I wouldn't count it as the largest

in Turkey, but since you are here, I'll feel

flattered.

For three minutes the interviewer talks in order to

emphasize that the study is not related to a government
pProject or any Turkish organization, but is conducted

purely for academic purposes, to be published in the

Uri L ted states, and not as a tool of propaganda.
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Int.: Sir, as you see, this is a research on the
Turkish business leader's role in Turkey's economic
development and his efforts to foster the develop-
ment of the society. We shall delineate our goal
through interviews with the higher caliber, well-
known and successful business leaders..se

Mr. X: Before we start, can you summarize what we
are going to talk about?

The interviewer explains the nature of the questions,
and the value of his personal opinion involved in his
answers.

Mr. X: Good, I hope I can be of use to you. Re-

search is a good thing, although in our country we

can't yet utilize it valuably. The other day a man
came from State Planning. He burst into the room
and announced that the government sent him to get
information. As if we are here and waiting for his
call. They don't notify you in advance, and they
don't tell you what they want so that you will be
equipped to give it to them when they come. I have
work to do; I don't sit here expecting stray calls

from whatever comes to the government's mind. I

am glad you informed us before, or else I might

not have been here.

To put the respondent at ease meant making him feel
that he was the focal point of the conversation. It was
necessary to start questioning with respect to areas fa-
miliar to the interviewee. 1In this research it was found
that interviews beginning with questions about one's self,
which were answered easily, and then proceeded toward more
complicated questions, yielded better results.

Deliberately, questions about sales, assets, employee
and profit figures were left to the end. Companies in

Turkey do not give out figures. Even the governmental au-

thorities do not have reliable figures about the activi=

ties of the business organizations. A cloud of secrecy
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covers the majority of the firms' operations and returns.
But these executives, being assured that none of the an-
swers would be revealed individually, opened their books
to give exact figures. Because of the fact that the
Turkish business leader hasn't been interviewed along
these lines before, the interview proved to be fruitful to
him also, Many of the business leaders thanked the re+
searcher at the end of the interview for having given him
the opportunity to think along these lines, which helped
him to organize his thoughts and perceive himself. The
respondents, on several occasions, told the interviewer
that they had not previously given any thought to many of
these questions. The interviews, they said, opened new
avenues 1in their minds. All these factors created the
friendly atmosphere so necessary for the proper conduct
of an interview with valid and reliable answers.

Coding and Tabulating

After all the interviews were accomplished, the next
task was to translate them. While the translations were
in progress, a code was also prepared. Since this research
can be considered mainly an exploratory one, it was neces-
sary to be flexible in the interviews. To keep flexibil-
ity and the true flavor of the responses of the business
leaders, the questions were not precoded.

After being coded, the information was punched on

cards. Sorting and tabulation operations were undertaken

by Process Incorporated, a data processing firm in
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Portland, Maine. Straight tabulations resulted in 80
tables. Another set of 178 tables was prepared upon the
cross-tabulations of significant dependent variables with
several independent variables.

A coded questionnaire was prepared and each inter-
view was transcribed on it. The coded questionnaire,
comprised of 73 questions, had 7 to 12 different answers
for each question. The questions can be grouped into
three different categories, representing the three parts
of the thesis. Part one deals particularly with the exec-
utive himself, his background, mobility patterns, and his
role conception. In part two, the environment of the ex-
ecutive is described. The questions are oriented toward
obtaining information that will not only give statistical
data but also throw light on his personality characteris-
tics and his perceived role in the society. Part three
is comprised of facts about the firm itself, its year of
establishment, type, assets, sales, number of employees,
and growth patterns.

In the examination and use of tables no elaborate
statistical manipulation was attempted. It was felt that
the nature of the information simply called for the cal-
Culation of frequency distributions and of proportions.
The cross-tabulations establish associations between vari-

ables; no attempt was made to ascertain functional re-

Iationships, for these can be sought legitimately only
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in the complex of several variables acting on each other.18

Some sense was sought of such entangled patterns of causa-
tion through the analysis of data from several cross-
tabluations after they had been examined individuallye.
The grouping of finds is anlytical, not statistical. In-
ferences drawn from tables and hypotheses tested are pre-
sented in the following chapters.

Conclusion

The method adopted in the selection of the firms is
similar to the one used by Warner and Abegglen. A care-
ful review of Warner's methodology shows points of simil-
arity as well as revealing extensive modification in the
means of pursuing the common end. These changes were
necessary because of differences in the environment in
which the studies were conducted.

In providing a basis for selecting the business firms
by type, Warner used the data on national income produced
by type of business as given in National Income and Pro-
duct of the United States, 1929-1950. Then he took the
proportion of national income produced by type of busi-
ness as an index to the relative proportion of business
leaders by type of business in the population. Once this
distribution was obtained, he disclosed the largest firms

in each type by going over Poor's Register of Directors

and Executives (1952). In this reference, listings

18- Yusif A. Sayigh, Entrepreneurs of Lebanon, Cambridge:
Harvard University Press, 1952.
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appear alphabetically according to type of business; fur-
ther listing of the business firms is maintained according
to the order of the executive officers of each given or-
ganization. Once the rank order of the largest firm in
each type of business was determined, it was easy for
Warner and Abegglen to select its executive officers.19
This research differed from Warner's by including a repu-
tational approach to check the other methods in deter-
mining the leading firms. In selecting the business
leaders from each of the leading firms, the divergence
from Warner and Abegglen becomes more apparent. While
Warner relied on rank only, here, business leaders are
defined as those who influence the goals and policies and
the philosophy of management of their organization more
than others. However, the researcher proceeded along the
same path with Warner and Abegglen by accepting the kinds
of business positions relevant to the study as executive
positions in business firms, from sole owner to general

manager.20

19. W. Lloyd Warner and James C. Abegglen, Big Business
Leaders in America, New York: Athenian, 1955, pp.
231-232.

20. Ibid., p. 230.
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CHAPTER IV

SOCIAL, ECONOMIC, AND POLITICAL ENVIRONMENT OF THE

PRIVATE ENTERPRISE IN TURKEY

Introducing Turkey

Geographic Characteristics

The territorial area of the Turkish Republic is
296,185 square miles, roughly the size of Texas plus Ari-
zona. All but 9,256 square miles are in the section of
Asia Minor called Anatolia. The remaining, and relatively
small, portion of the Turkish Republic is in Thrace, at the
southeastern tip of Europe. Turkey has 366 miles of common
frontier with Russia.

Turkey is a rugged land. The greater part of Anatolia
is a treeless plateau, broken up by stretches of marshland
and almost completely surrounded by mountains. This pla-
teau rises steadily towards the eastern highlands. The
highest peak, Mount Ararat (16,945 feet), on the frontier
with Soviet Armenia, is the meeting of three great ranges,
One skirting the Black Sea, the other two, Taurus and Anti-
Taurus, running southwest towards the Mediterranean. South

Of the Anti-Taurus range lies a smaller plateau, which
falls away into the great plain of Syria and Iraqg and is
wWatered by the Tigris and Euphrates.

The climate of Turkey is one of extremes. The south-

€rn parts are warm and temperate, the interior is arid,

aNAd  the North is cold and rainy.l

1.

Seoffrey Lewis, Turkey, Frederick A. Praeger, New
X ork, 1965, p. 173.

86
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The People

Ethnic Origins. The ethnological history of Asia

Minor is one of great complexity. For thousands of years
it has been a seat of empires and a highway and a battle-
field for migrating peoples. Phrygians, Hitties, Lydians,
Cimmerians, Thracians, Persians, and Greeks had all set
their seal on the land before the coming of the Romans.
After the Roman Empire was divided, the Byzantines con-
trolled Asia Minor until the eleventh centruy. But even
in the comparatively settled conditions of the early
Byzantine Empire, the ethnic picture did not remain stat-
.2

ic.

A striking symbol of the heterogeneity of the
people of Asia Minor is to be seen at Ankara, where
the Mosque of Haci Bayram encroaches on the site of
the Temple of Augustus. This was built on the
foundations of a Phrygian sanctuary and was con-
verted to a place of Christian worship under the
Byzantines.3
An anthropometric investigation, carried out in 1937

and 1938 on 64,000 Turks in all parts of the country, pro-
duced these results: the average height of Turkish men

is 5 feet 5 inches; of women, 5 feet; the tallest people
being found in the east of the country. Only 14 per

cent of men and 17 per cent of women have dark eyes,

blue eyes being not uncommon. The slanting Mongoloid

2- Ibid., p. 175.

3- Ibid.
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eyes were found in barely 5 per cent of all those examined.
The most common hair coloring is medium to light brown.
Only 30 per cent of the samples had dark hair. The gen-
eral conclusion was that most Turks are of Alpine type,

with a sprinkling of Dinaric.4

Language.
Table 1. Major linguistic groups in 1960

Linguistic Group Percentage
Turkish 92.0
Kurdish 5.8
Arabic 1.0
Armenian 1.0
Greek 1.0
Others 1.2
Total 100.0

Source: 1960 Population Census of Turkey, Ankara, 1962

Kurdish is spoken in southeastern parts of Turkey.
Arabic is spoken along the Syrian border. Greek and
Armenian are mostly spoken by minority groups in cities

like Izmir, Istanbul, Antalya, and Manisa.

4. Ibid., p. 176.
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Religion.
Table 2. Major religions in 1960

Major Religions Percentage
Muslims 99.0
Orthodox 0.4
Gregorian 0.3
Roman Catholic 0.3
Protestant 0.2
Jewish 0.1
Others 0.2
Total 100.0

Source: 1960 Population Census of Turkey, Ankara, 1962

As indicated in Table 2, a great majority of Turks
are Muslims; this has been the case since the reform
movement. There are strong differences between the
Turkish Muslims and the Muslims in the neighboring states.
Those of Turkey are much less fanatical religiously, which
explains the secularity of the country.

The head of the Orthodox Church is the Oecumenical
Patriarch, whose seat is at Istanbul as is that of the
Armenian Patriarch. The latter is under the authority of
the Katholikos of Echmaidzin. There is an Apostolic Dele-

gate of Istanbul and a Roman Catholic Archbishop of Izmir,

Education. The Law of Unification of Instruction of

March 3, 1924, added both the medreses and other schools

to  the responsibilities of the Ministry of Education.
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Ministry of Evkaf had controlled the religious schools
created by private Muslim benefactors. The minorities
had their own nonprovided schools. There were also
schools controlled by foreign organizations like Robert
College and schools of Alliance Israelite and many
French schools. The Law of Unification brought all
schools under the control of the State.

At the present time educaticn has, after defense,
the highest priority in the national budget. In spite
of this fact, education is still far from being satis-
factory. Thirty per cent of children of primary
school age are not attending school.5

Table 3. Distribution of villages without schools in
some of the eastern provinces.

Province Number of With Schools Without Schools

Villages
Agri 623 261 362
Bingol 323 194 129
Diyarbakir 662 240 422
Elazig 506 230 276
Mardin 722 220 502
Tunceli 415 241 174
Urfa 623 261 362

Source: 1960 Population Censu%, Ankara, 1962
b

5-

State Institute of Statistics, 1960 Census of Popu-
lation Publication 452, Ankara, 1962, pp. 245-253
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A great many villages do not have schools and 60 per
cent of the population aged 15 and over are illiterate.6

Higher education is at a much less desirable level.
Out of 1,816,000 persons of school age that ought to be
in the universities, only 61,000 are actually enrolled,
about 3 per cent.7 There are 6 universities, all pub-
lic institutions. 1In addition, there are colleges and
technical school of higher learning. Business educa-
tion is provided mostly by four academies of commercial
and economic sciences, their total enrollment being
about 15,000. Recently a contract was signed with
Michigan State University to improve the level of edu-
cation provided by these institutions.

Social Groupings in Turkey. Turkey is largely an

agricultural country.
Turkish peasantry, along with the
governmental bureaucracy and the relative-
ly small business and professional groups,
constitute the politically significant
elements of the population.
The intellectual element in Turkey is found pri-
marily in the government service and among the relative-

1y small professional groups including physicians,

6 - Ibido
7 - Ibid-

8. L. K. Caldwell, A. Diamant, F. Heady, A. Lepawsky,
J. Mosel, F. W. Riggs, W. R. Sharp, and W. L.
Siffin, , Toward the Comparative Study of Public
Administration, Indiana University Press, Blooming-
ton, Indiana, 1959, p. 123.
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lawyers, journalists, engineers, teachers, and the
university faculties. The majcrity of this group
favors strong government and public enterprises for
developrent. They believe that the past grandeur of
the Ottoman Empire can only be brought back with a
strong and economically sound nation. In their minds,
economic soundness means puklic enterprise and govern-
ment control of economic activities.

Table 5. Economically active population 15 years old
and over by last week employment status

Last Week

Employment

Status Male Female Total
Employee 2,177,263 259,872 2,437,135
Employer 150,539 5,569 156,108
Workers on

Own Account 3,317,683 365,679 3,683,362
Family Wecrkers 1,561,022 4,659,703 6,220,725
Unknown 490,476 4,939 495,915
Total 7,697,483 5,295,762 12,993,245

Source: Census of Population 23 October 1960, Publica-
tion Number 152, Republic of Turkey, State In-
stitute of Statistics, Ankara, Turkey, p. 311
The maintenance of the traditional authoritarian
S tructure leads to etatisme. The French word etatisme
1s wused here rather than the English word statism be-

S & use it's meaning more closely fits Turkey's situation.

One consequence of etatisme is the growing number of
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managers, engineers, and technicians in the State Econ-
omic Enterprises are civil service employees rather
than businessmen and do not constitute a separate poli-
tical or social group apart from the governmental bur-
There are also independent and influential

eaucracye.
businessmen, but they have not formed a group with poli-

tical significance comparable to business groups in the
United States or other Western societies. One direct

consequence of this lack of groupings among public and

business managers is the dominance of the state bur-
eauwucracy in all phases of economic life. A single

i1 1 ustration may show how far governmental influence

i1s <felt in the private sector: The Turkish Chambers
of Commerce are government agencies and their employees

are public servants; consequently, their first alleg-

lance is to the government and not to the business

Rex se.

SQ<ial and Political Characteristics of Turkey Which
Ha\\’e Influenced the Development of Private Enterprise

%y Is Isolated by Culture
a few

Apart from the Azarbaijan province of Iran,

se't":lements in northern Iraq and in the Balkans, and
Se\’eral ethnically Turkic subdivisions of the Soviet
U -

nlon, the Republic of Turkey embodiles within its

b
SWandaries the only significant Turkish-speaking groups.

\

e Ths
<bid., p. 124
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Turkey has no effective cultural ties with other
nations of Europe and Asia. Religiously, Turkey
stands alone in the Islamic world following Ataturk's
reforms in 1923. As a part of the modernization pro-
gram, Turkey has declared itself a secular state, thus

converging upon itself all the criticisms of Moslem

states.lo

This cultural isolation accounts partially for
the political isolation of Turkey. Turkey does not
trust its neighbors. It is not easy to explain this
lack of confidence between Turkey and the surrounding
countries. However, one may accept the following

facts as the major causes:

1. Turkish culture and character. Ethnically,
Turkey is unique among its neighbors. The militaris-
ti<c character of the Turks differentiates this country
from others.

2. Abuses of Turkey following the decay of the
Ot tomon Empire by Western powers. Through capitula-
tions granted to the Western nations during the 19th
S€ntury, the Ottomon Empire lost most of its natural
TS Sources to foreign powers. It's condition was
Similar to that of a country under occupation.

3. Expansion of Russia. Traditionally, Russia

w
=S  attracted to warm water ports which would serve as

——
1O

- Ibid., p. 118
ll ————

- Ibid., p. 118
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an outlet to the Mediterranean Sea, and Istanbul was

the natural choice. This pressure from Russia upon

the national integrity of Turkey planted seeds of a

mutual distrust.

Turkey was established within the territories of

the declining Roman Empire. But unlike the Germans,

the Turks were aware of the decaying Roman Empire and

were not impressed with its splendor. When in 1453

Mohammet, the conqueror, had opened the gates of
Europe, Turks had known the greater empires of Persia

and Arabia and were more sophisticated than the con-

guered nations.

They exacted tribute from their subjects
but took on neither the Chriigian religion

nor the Greco-Roman culture.
There was cultural exchange between Turkey and the

nations it had occupied. However, this was not in

the form of acculturation. Rather, large numbers of

Chr i stians were absorbed as individuals, not as groups.

Greeks, Serbs, Albanians, Georgians, and
Armenians rose to positions of power in
the Turkish government, but not until they
had in effect become Turks; had adopted
the Turkish language, and had embraced

Islam.

This shows how the Turks preserved their identities
qM A remained as a people apart.

——
1
< - Ibid., p. 120

13
= Ibid., p. 121
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Effects of Conspicuous Geostrategic Position Upon

the Development of Private Enterprise

The Republic of Turkey is situated in one of the

most strategic areas of the earth, near the conjunc-

tion of the land masses of Europe, Asia, and Africa.

Turkish cultural and political isolation seem to rise

against the logic of geographic position. Because

Turks had to preserve the integrity of their country,
they became more of a fighting and governing people.

Commerce was left largely to the Greeks, Armenians,

and Jews. When Turkey became a republic, the nation-

al attention was shifted from militaristic values to
the building of the country; but because the popula-
tion traditionally favored war heroes, generals, high
gowvernment officials, and professionals over merchants,
en t repreneurs, and business executives, the aspira-

tions of the younger dgenerations remained toward

CAareers in the armed forces, in the government, and in

the professions. The best of the talents went into
those occupations and left the private sector with

S©c<ond-class people.

nt Situation and Main Problems of the Economy

Prese
Today Turkish economy is again at a turning

pgint. In this transition to an era of planned

e ——

1

<< - Ernest Jackh, "The Geostrategic Uniqueness of
the Middle East", in Background of the Middle
East, Cornell University Press, Ithaca, 1952.
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development, it is worth while to examine the basic

issues and to consider the problems of the economy
in general and of the private enterprise in particular.

The size of the problems facing Turkey 1is evi-

dent in the following figures: Sixty per cent of

school age and older members of the population are

illiterate. Fifty-three per cent of the villages and

fifty-five per cent of the small towns have not enough

or no drinking water. Sixty-nine per cent of the

population have no electricity. 165 of every 1,000

babies born die in the first year. Only 2.5 per cent

of the population have tuberculosis. There is one

medical doctor for every 4,000 inhabitants and one

nuxr se for every 111 hospital beds. There are 60 stu-

dents for every school teacher and 25 to 40 villages

to every agricultural expert. On an average there

Aarre 2,7 persons per residential room in the cities

and 2,1 in the villages.
Thirty per cent of the city dwellings are de-

l2p3i Gated and unfit to live in. 1In the three biggest

Cities, 30 per cent of the population live in single-

Toom dwellings and 1.2 million people live in

dS < ekondus (shacks) A2

———

1

S - State Planning Organization, First Five-Year
Development Plan (1963-1967), Published by
the Central Bank of the Republic of Turkey,

Ankara, 1963, p. 23.
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The population of Turkey is growing rapidly.
Even in the busiest season, there are about one

million unemployed in the agricultural sector. Both
the present unemployed and future members of the labor

force constitute at once a resource for economic de-

velopment and a social problem that must be solved.

the economic policy cannot

ignore the employment objective.16

In view of this problem,

National Income in Turkey

National Income (NI) accounts have been calcu-
lated by the General Directorate of Statistics since

1948. However, for the periods earlier than 1948

there exists some difficulties in establishing NI

es timates. Chenery, Brandow and Cohn have estimated

NI for the period between 1927-1948 as the following:
19 38 NI taken as an index (100) with constant prices;

NI 3n 1929 was 723 in 1935 it was 86; in 1948 it was

123, o0on the same basis, if 1938 equals 100, per

CAaPita income for the same select years will be re-

SPectively 88, 73 and 104.%7

e ——
16 . 1pid., p. 13

170 H. B. Chenery, G. E. Brandow, and E. T. Cohn,
Turkish Investment and Economic Development,
USA Operation Mission to Turkey, Ankara, 1953,

p. 43.
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In Table 6, NI and per capita income are shown with
constant and variable prices. As it is seen with variable
Ni has shown a fast increase from 8,814.0 million

prices.
But the true

TL in 1948 to 44,855.2 million TL in 1960.

reason for this increase, except for the period between

1950-1953 when prices were relatively stable, can be at-

tributed to inflationary increases in prices from 1953-

It is therefore necessary to look at the NI with

1958,
When

constant prices in order to evaluate its increase.

observed with constant prices, NI has shown regular in-
Creases with the exceptions in 1949 and 1954. According-

1y, NI in 1953, relative to 1948, was increased by 44 per
Cerm t and the increase for the period 1948-1560 was 90.6

the rate of growth averaged

Pex cent. At the same time,

8 « 2 per year while the growth rate between 1954-1960 was
4.4 o The per-

This rate for the period 1955-1960 was 6.7.
iod between 1950 and 1962 can be divided into three stages

Ac < ording to the rise in NI.
During the period beginning with the bad crop year of

1954 ang ending in 1958, there apparently was a 5 to 6 per
€ent annual increase; however, for the period starting in

18)513, the average annual increase was only about 3 per

SeSnt ., The period following 1958 is one of stagnation with
18

a . .
bcz’l-l'l::Z or 3 per cent annual increases in NI.

\
1
S+ 1pid., p. 13.
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The reasons for the rapid growth in NI between 1948-

1953 were excellent agricultural conditions and increases
in the prices of some of the raw materials that Turkey

exported during the Korean conflict. But it is also seen

that this rapid growth up to 1953 slowed down after 1954.
In 1954 NI, relative to 1953, showed a 9.5 per cent de-
crease. In subsequent years NI increased, but at a de-

Creasing rate.

Table 6. National Income of Turkey (TL)

Constant Prices Current Prices
- NI Growth Growth NI Growth Growth
Years (Million TL) % % (Million TL) % %
19as8 8,814.7 - - 8,814.7 - -
19a9 7,828.0 -11.2 -13.0 7,924.0 =10.1 =12.0
1950 9,098.3 16.3 13.6 8,964.2 13.1 10.6
1951 10,495.6 15.4 11.7 10,693.8 19.3 15.4
1952 11,393.0 9.0 5.8 12,424.1 7.4 13.1
195 3 12,693.2 11.4 8.0 14,696.4 11.0 15.5
1954 11,486.7 -9.5 -12.0 14,785.0 0.6 =2.0
1955 12,361.9 8.0 5.0 18,219.7 23.0 20.0
1956 13,198.8 7.0 4.0 21,196.9 17.0 13.0
1957 14,022.2 6.2 3.4 26,623.2 20.8 22.0
19Ss 15,699.4 12.0 9.0 33,873.1 27.0 23.8
1959 16,343.0 4.1 1.2 41,777.0 23.3  19.7
1960 16,837.9 3.0 0.0 44,855.2 7.0 4.3
e ——

S©urce: Monthly Statistical Review, No. 92, Ankara, 1960

Dr. Serin attributes the causes of this economic stagna-

.tl“brl to the reduction of agricultural income due to the
dfaC:J-ine of agricultural production. He also points to

the inflationary pressures of rapid growth as another
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. . . . 19
reason for creating inbalance in domestic economy.

The Place of Agriculture and Industry within the National

Income

Table 7 shows the share of agriculture and indus-

try within NI.

ture, while being 53.2 per cent in 1948,

49.2 per cent in 1953.

It points out that the share of agricul-

has dropped to

Due to the decline in agricultur-

al production, this share fell to 40.1 per cent in 1954.

In 1955, it increased somewhat and became 41.9 per cent.

Takbhle 7.

Turkey's National Income

The Share of Agriculture and Industry in

Current Prices

Agriculture's Industry's
Share of NI Share of NI

Ye & xrs Share of NI

Constant Prices

Agriculture's Industry's

Share of NI

% % % %
19as 53.2 10.5 53.2 9.4
1949 47.3 12.7 46.9 11.0
1950 49.9 12.2 50.0 9.8
1951 52.0 11.7 52,3 9.1
1952 49.8 12.0 51.3 8.9
1953 49,2 12.5 50.6 8.8
1954 40.1 15.2 44.9 10.4
1955 41.9 14.2 45.4 10.0
195¢g 42,9 15.5 46.3 9.8
1957 45.1 15.6 44.7 9.8
%358 47.7 16.0 46.9 9.2
1959 44,3 15.8 44.9 9.2
60 42.6 15.9 43,9 9.3
—_—

- Necdet Serin,

Turkiye'

92.

nin Sanayilesmesi,

IGM, Turkiye Milli Geliri 1948-1950 ve Aylik
Istatistik Bulteni,

(Indus-

trialization of Turkey), Sevinc Matbasi, Ankara,

1963, p. 131.
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The share of agriculture in NI started to decrease
after 1958 and fell back again to 42.6 per cent in 1960.

Some decline in the share of agriculture can also be wit-
nessed with constant prices. In 1948 this share was
53.2 per cent, declining to 44.9 per cent in 1954 and
then gradually increasing up to 1958, but in 1960 it
It is obvious that agriculture

fell to 43.9 per cent.
If

sti 1 1 plays the most important role in Turkey's NI.
such influence continues to be exercised upon NI, then

f1lwu < tuations in it will be imminent because of the unpre-
di < & able nature of agricultural countries. Since employ-

level of output, and prices all are affected by

mern &,
the latter being mostly dependent upon

the dlevel of NI,
8g X i culture, any change in the agricultural conditions

eventually create disturbances in the whole eco-

wi 1 3
nomy o Not only is such a disequilibrium economically
de":--1:‘irnental, but its political implications are also

The coup d' etat of May 27, 1960, was

Ve =y strong.
pa1':tially due to political unrest and partially to

Po . ..
X economic conditions.

Industry, with its relative independence from gen-

e x—
=*1  conditions affecting agriculture, stands on a more

S =
“Sure footing. Particularly, private enterprise, being
S <>
P aratively insensitive to factors conditioning gov-
53
x—
Tlment and state economic enterprises, can be expected

t
S
Play a rold of safety value by balancing the ups and

a Qw
MNs of the economy while contributing to its growth.






104

Structure of the Mixed Economy

The economic structure of Turkey is such that public

and private enterprises function together in many

branches of the economy.

Priwvate versus State Investments

The percentage distribution of all investments be-

tweern 1959-1961 is shown in Table 8. Presently, in many

are a s government investment surpasses private invest-

memnt 5, and in some other sectors private investment is

gre & ter than that of the government. If mutual trust

be txween business and government can be created, the

Mo s = important prerequisite for harmonious functioning

°f @& mixed economy will be achieved.

IS¥>1 e 8. Dpistribution of Investments (In Percentages)
. 1959 1960 1961
SS e ral and Annexed Budgets 27.9 29.5 37.1
St:éi*ZGE Economic Enterprises 19.5 20.3 16.9
DS <a1 administrations 3.3 4.9 5.3
PE S~ ate sector 49.3 45.3 40.7
Qal 100.0 100.0 100.0

S
“2xrce: Dpevelopment Plan, p. 66

The percentage of public to total investments rose

£
—m 36 per cent in 1950 to 55 per cent in 1960 because

oC=x=
A n increase of investments in State services and basic

S xx—
\’ . . . - .
lces, and not an increase in the State's productive
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activities. The investments in the general and annexed
66 per cent and

budgets constituted, on the average,
34 per cent of

those of State Economic Enterprises,

total investments between 1950-1960.

Division of Economic Activities between State and

Priwate Enterprises

The State Economic Enterprises are active in manu-
fac turing, mining, energy, and banking rather than in

inte rnal and external security services,
and communications ser-

20

administration,

he a1 th, education, transport,

vice s, which are under State control.

in the traditional areas, the private

Generally,
Se < t or preponderates the ratio of public to private eco-

nom i < activity, but public enterprise leads where ad-

VArnced business administration techniques and big capi=-

tal are required.zl

In the agricultural sector, from which is derived

4
© PPer cent of the NI, private enterprise in the form of

s
Ma] g holdings leads. State farm and other State enter-

priSes create only 1 per cent of agricultural income,

a1
t:}1<3ugh they are responsible for much of the contribu-

t5
SN oof forestry to NI. Private enterprise is dominant

ih
S ishing.22

2o
> = State Planning Organization, op. cit., pp. 65-66.
-
- Ibid. 9 pp. 65"'67.
R =
= Ibid., pp. 67-68.
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In industry, which provides 15 per cent of the NI,

the private sector produces 51 per cent of the value add-
ed, including the production of about 60,000 small units.

Income from these units constitutes 34 per cent of the
23

income that private enterprise creates in industrye.

Eighty-three per cent of the industrial income

comes from enterprises that employ more than 10 workers

or machines of more than 10 HP. Two hundred and twenty

pul> lic enterprises and 5,200 private enterprises parti-

c i p ate in this activity in equal ratio in terms of their
In the subsectors of the manufacturing

pPro duction value.
the ratio of public to private production is

irndAdustries,
and tools industries are

d i £ ferent. Cement, machine,

MO = tly controlled by private and mixed enterprises.
The State mainly controls the paper industry. Pri-

V' ate enterprises control raw rubber and textile indus-

tries. In mining, which yields 2 per cent of the NI,

State enterprises comprise three-fourths of total produc-

tiOh. Sixty per cent of the production of the private

s . .
=<t or is under the control of 20 large enterprises,
Wy 3
L 1l e 40 per cent is under control of small enterprises.

The State controls hydro-electric and energy estab-

l -
- Shmnents. Ninety per cent of construction (6 per cent

(=
= the NI) and 90 per cent of commercial activity (8 per

=
Yt of NI) is controlled by private enterprises. State

==

- Ibid., pp. 66-67.
= -

- Ibid., p. 67.
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projects, which constitute half of all construction ac-
tivities, are usually undertaken by private contractors.
State trading operations are conducted by a few big enter-

prises, such as the Soil Products Office,Agricultural
Supplies, the Petroleum Office,Gima, and Sumerbank.25

In transport and communications (7 per cent of NI)
pullic and private enterprises work together. The State

Rai 1lways and the communication services are a State mono-

pol vy. Internal airlines are controlled by the State,
wh 1 <h is also responsible for the construction and care
of highways. The private sector dominates in road trans-

pP<oxt. International maritime transport is split between

th e Maritime Transport Corporation (State) and private

C OSmpanies. The State controls passenger transport be-

tween Turkish ports, but private enterprise seems to

S OSnmtrol freight transport. 26

In industry, private enterprise is most active in
te3“<tiles, which accounted for 35 per cent of the income
S Xre ated by the private manufacturing industry in 1960.
The private sector is also active in food, chemical
DrOCiUCts (including pharmaceutical plants), stone, and
= =\ thenware industries, which provide 72 per cent of
th& income created by private industrial enterprises.
Ircen and steel, printing, tobacco and rubber

A
c:ll.lstries, of lesser importance, make up 15 per cent

Q:S
Private industrial income.

= =

- Ibid. . 680
= = ="’ P
- Ibldo, pp. 65-66.
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Public enterprises occupy an important place in the
production of alcoholic beverages and in transport,coal,

petroleum, iron and steel industries.
More than 60 per cent of financial services(banking,
insurance) are enacted by official institutions. The 1lib-

eral professions(4 per cent of NI) and the housing sector

(4 per cent of NI) are in the hands of the private sector.

State services account for 10 per cent of NI.

Ge ographical Distribution of State and Private Enterprises

Except for some very small enterprises private enter-
PXr i se is concentrated in Istanbul where more than half of
the income of private industry 1is created and almost half
o the workers in private industry are employed. Istanbul

is F ollowed by Izmir where 15 per cent of the income of

P X 3 ~rate industry is created, then Ankara, Bursa, Aydin,

E:ES)<Zj_sehir, and Icel.’’s

The State enterprises are spread out equally over
the country and are not concentrated anywhere.

ctural Differences between State and Private Enterprises

Sty

In 1959, while the average number of workers in pri-
"'ea;t:ee enterprises, employing 10 or more workers, was 67,
t:1~‘63 average number in public enterprises was 675. Private
ealrli:€arprises employing 10 to 50 persons constitute the
C3-']::\€5-'at majority. Workshops in the clothing, metal, food

B
Jz‘t)c:essing, and carpentry industries employing less than

>
7 <« Ibid., p. 66.
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10 workers number about 60,000.28

Industrial enterprises in the private sector -- even

those of corporate status -- are generally family enter=

prises.
Since enterprises in the private sector are generally

family establishments, ownership and the function of admin-

is tration have become mixed. The owners of these enter-

prises do not yet appreciate the usefulness and need of

trained administrators and managers. They usually carry

out administrative functions personally and do not differ~

ernt i ate between these separate functions or the incomes

dex i ved from them. Also, the control of production, mar-

]Ceéfzzing, and finance is generally not clearly divided and
responsibility for these separate activities is not

the

‘151-551:inguished. Private enterprises as family enterprises

PXre~rent the formation of a credit market and thus experi-
SNnce great trouble in obtaining capital outside the family
1Mt their business for fear of losing their means of con-

trol.
Long-term financing difficulties that entrepreneurs

h
Sve experienced in recent years were due largely to the

= S ence of a capital market and the entrepreneur's habit

oS
= acting independently. Entrepreneurs who wanted to

wWr -5

LT QAeq their activities resorted to credits as a means of
=

GEEC:1.Jr'ing more money. The inadequacy of long-term invest-
my

eE’:rlf: credits led entrepreneurs to meet their fixed capital

a\

S . 1mid., p. 67.
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investments with short-term credits. Meeting long-term

neéeds with High interest short-term credits, resulted in

weak and short-lived enterprises.

On the other hand, the financing of the State Economic

Enterprises has not been organized on the basis of sound

financial resources and a long-term plan. In addition to

the funds that they created themselves, the enterprises
secured funds from the Amortization and Credit Fund, the

Pernsion Fund, and the Workers' Insurance, and have used a
29

pPart of the counterpart funds from foreign aid.
Problems in the private sector result from: uses of
Sh or t-term credits to finance fixed capital installations;
the difficulties met in securing working capital; the in-
S £ icient development of the market! the difficulty in
ij—rlciing raw materials of the right quality; prices based

o total costs rather than on marginal costs; administra-

tive deficiencies, and excessive investment in certain

SS < +tors. Solving these problems becomes very difficult
S'j‘r"-lC:e the private enterprises have not formed effective

o
T I anizations to combine their knowledge.

Historical Development of the Economic Environment

of the Private Enterprise

I
.—E&LSE}gstry During the Late Stages of the Ottoman Empire
Prior to the foundation of the Republic, the Ottoman

Exr
P 3 re had always been an agricultural country. Neverthe-

(SEESES, during the 1lé6t, 17, and 18 t centuries when the

—=ss

=R S

-~ Ibid.



.l

e

Srem




111

Ottoman Empire was politically and economically strong,

she was at an equal footing in small handicrafts, tex-

tiles, and ship-building with Western pcwers. Turkish

handicrafts, arms, carpets, and leather products enjoyed

a high reputation. Even during the period between 1560-

1618, Venetians were ordering a portion of their armada

from Turkish shipyards. But after the 18® century,

following industrialization of Europe, industrial pro-

duc ts of Western countries started to flow into the

nat ional markets. This situation, fostered by capitula-

t i1 ons which provided great advantages to the marketing

of£ European products, stimulated the decline of the

domestic industry. It created unfavorable balance of

P &y ments, brought about unemployment, and destroyed the

T &+ i ve production.

To remedy the situation, in 1863 an industrial re-

klEiIDLilitation committee was established. This committee

= T t-empted to protect the native industry by setting high

L - X .
XX 5 ff rates on imports. However, its measures were ex-

t:‘t?eirhely hampered by existing capitulations. During the

=
Sme period, few manufacturing plants were formed in the

-
\antry,most of them being owned by foreign capitalistss

\

= o I. H. Tokin, Iktisadi ve Ictimai Turkiye, Rakamlarla
Turkiye' de Sanayi, (Economical and Sociological
Turkey, Industry in Turkey with Numbers),Istatistik
Genel Mudurlugu, Ankara, 1946, p. 4.

- 0.C. Sarc, Tanzimat ve Sanayimiz, Tanzimat Cilt 1,
(Period of Modernization and our Industry), Istanbul,

1943, p, 433,
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Following the proclamation of the Second Constitu-

tional Monarchy in 1908, a period of relative awakening

of the national industry was witnessed. With the begin-
ning of the First World War, capitulations were abolished,
but no immediate benefits were accrued to the native in-
dustry, because natural resources were diverted to war-
time necessities.

In 1921, during the Independence War, the Turkish
gowvernment had prepared industrial statistics. Accord-
imng to these statistics some 76,216 employees were em-
P 1l owyed in all sectors of the industry. Of this total,

48 o 34 per cent were in textiles, 23.57 per cent in tan-
Mexr3jes, 10.52 per cent in mining, 7.88 per cent in wood,
S<.89 per cent were employed by food industries, 4.74

< x~ cent in quarries, and finally 1.06 per cent were in

the chemical industry.

L=¥>53e 9. Situation of the Turkish Industry in 1921
g;:Y'Ebea of Per Cent of Per Cent of
——:ZifilfStry Total Industry Total Labor
Te=ctile 60.7 48.34
fI‘EiIﬁljeries 16.2 23.57
M3 g 9.9 10.52
Woog 6.3 7.88
S og 3.8 5.89
s rries 2.1 4.74
C::}jeirnical 1.0 1.06
Tory 100.0 100.00

\ayce: I.H. Tokin, Iktisadi ve Ictimai Turkiya, Rakam-
larla Turkiye' de Sanayi, IGM, Ankara, 1946,
Pe 27
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The reader must be cautioned about the validity of
this table because it excludes industrial concerns in
large towns like Istanbul and Izmir which were under

foreign control at the time the census was taken.

Industrialization during 1923-1930. The Era of Private

Enterprise

Following the successful end of the War of Inde-

Perndence and the proclamation of the Republic in 1923,

& new era was opened to the young Turkish nation. The

Capitulations were abolished by the Lausanne Treaty of

1 9 24 and the nation now had unconditional control of

its economy and resources. The government had decided

th a+t to be a strong economic power, it was necessary

to dndustrialize. For purposes of industrialization

SIXx A economic growth, the country was now facing a

Mo 5ce of alternatives —-— development by private enter-
> X3 se or by state. This problem was resolved in March,
L 592323, at the Economic Congress held in Izmir. The mem-
h)esfl?:s of this Congress were 1535 representatives of

S 8 . .
ggl?tlculture, industry, commerce, and labor, who were

=
J‘GEt:ted by their respective organizations throughout the

Lt
Cbllrﬂxy. The national economic policy of the country

N~
s  gecided by this group on a simple majority basis.
A= the end of a number of week-long sessions, the foun-
S |
St jons of a national economic policy were laid down.

D
C:<2ording to this policy, the burden of economic growth
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was to be carried by private enterprise. The role of

the state was to begin where the activities of the pri-

vate sector stopped.

For a period of 10 years, Turkey enjoyed an une-

qualed freedom for private enterprise. The State was

playing a facilitating role by building infrastructural

projects. Not only did the State refrain from competi-

tion with private enterprise, but the government pro-

v ided all conceivable help to private investors. 1In

1927 a new law was enacted to encourage industrial

gxrowthe. According to this law, the government would

Ao rn ate the land to private entrepreneurs under certain

< i rcumstances. The entrepreneur would also import duty

free all the necessary equipment and machinery for his

£ 3 rm. This equipment would also be transported by

Es't:éafte—owned railraods on reduced rates. Raw materials

necessary natural resources owned by the government
The

QArx3

W 13114 be sold to these concerns at reduced rates.
S ©S~rernment would favor domestic products against foreign

— mpetition even if their cost was 10 per cent higher

t:}“faln their imported counterparts. To facilitate recruit-

rtiesélﬁrt of manpower for these concerns, men who had special-
a . .
=eg training would be discharged from the armed ser-

o 3
T <es.

\
==

Izmir Tktisat Kongressi Tutanagi, (Proceedings of

Maliye Enstitusu Turk TIktisadi Gelismesi Atastirma
Projesi Tarafindan eski Turkceden cevrilmis metin,

pp. 69-70.

Izmir Economics Congress), Siyasal Bilgiler Fakultesi
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In spite of all these measures, private enterprise

was unsuccessful and only a few large concerns were es-

tablished during this liberal period. Among others, the

following can be given as reasons:

l. Lack of financial instiitutions to help provide

necessary funds to the entrepreneur.

2. Lack of trust between small entrepreneurs to

unite and organize larger concerns.
3. General mistrust of the Turks to merchants.
4, The effects of religious dogma to lending and
Interest was considered a sin.

borrowing with an interest.

5. Lack of a ready entrepreneurial class. During

the last years of the Ottoman Empire, Turkish Industry was

mostly owned and managed by the minority groups. Follow-

ing the proclamation of the Republic of Turkey, there was
an exchange of populations between the neighboring coun=

tries and Turkey. Most of the Greeks who formed the ma-

jority of the entrepreneurial class left the country, and
the resulting vacuum was not filled by native Turkish en-
trepreneurs.

6. Lack of technical know-how for large scale opera-
tions.,

7. Individuals with ambition and/or desire to do
Something found the government an open road to satisfy
Their Achievement needs rather than seeking fulfillment
or to

SN
lsewhere. Because of the change among the elite,

u
S€ a more proper term, "displacement of elites,'" when the

—
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young Republic was established, it lacked manpower. Most
of the high officials and technical personnel of the Otto-
man government were not trusted and many had left the
country. It was then very easy for a talented person to
make his fortune in the government. In short, immediately
after the Independence War, government was far more at-
tractive to young people craving for the fulfillment of
their achievement drives than the non-existent private
enterprise. Being a government official, an army officer,
or a member of the house of representatives was consid~
ered far more rewarding than being an entrepreneur. Mon-
ey beyond a point never meant much to the general public.
In a new nation full of pride, money could not buy every-
thing. Association with the national heroes, particularly
with Ataturk, meant much more than amassing a sum of
money. Also, at that time, in an underdeveloped country
like Turkey, one had not much use for money. Available
Services in the country were restricted and consumer
goods were limited in quality and diversity. A person
had little use for his excess money except to hoard it.

8. Nationalistic sentiments existing at that period
SMong the people made profit motive a secondary, even a
tertiary, drive. Social ethics prevailed over profit mo-
Tives, Although one cannot argue that the sole motive of
The €ntrepreneur is profit, nevertheless it is impossible

to Neglect it. Since the person could satisfy his achieve-

m
SNt needs by joining the government and since profit had
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lost its driving impact, there was little entrepreneurial
impulse left. At that time, private enterprise lacked its
two basic motivators necessary to stimulate entrepreneur-
ship, basically a combination of money and achievement
needs.

9. Although Ataturk, in his famous speeches, repeat-
edly pointed out the need for economic development, still
the most urgent problems of Turkey were the preservation

of her integrity.

No matter how great the political and mili-
tary victories are, if they are not crowned by
economic victories, the resulting victories never
become permanent and soon are extinguished. For
this reason, to make the results of our victories
permanent, we have to strengthen our economic
sovereignty....The new Turkish State will be an

economic state.

The scarce resources of the country were still di-
rected toward the defense of the country rather than its
development. Although private enterprise received en-
Couragement unique in its kind from the government, the

environment was not favorable to make it flourish.

Etatisme in Turkey 1930-1950

Period between 1930-1938. Between 1923-1930, the
SConomic policy of the State was favoring development
R long private enterprises. For this purpose, laws encour-

R ging Private investment were enacted and many facilitating

e ——
3
3. E. 2z, Karal, (ed.), Ataturk' ten Dunsunceler,

(Thoughts from Ataturk), Turkiye 1s Bankasi
Yayinlari, Ankara, 1956, pp. 99-100.
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measures were taken. In spite of all these positive atti-

tudes of the government, private enterprise constantly

failed to flourish because of the reasons outlined in the

previous section.

Because of the impossibility of attaining any results
from the private sector and the economic crisis of 1930,
the government was pushed into taking direct econocmic
action. When the State for the first time entered the

economic life, it was still for the purpose of building

the industry so that private sector could function more

efficiently.34

In 1931, the first 5-year plan was prepared and put

into action. Starting in 1933, etatisme was accepted as

the guiding principle of the economic life. The principle
of etatisme in 1935 was incorporated into the philosophy
of the Republican Party and in 1937, was put into the con-
Stitution. As was mentioned by Ataturk, etatisme in Turkey
Was not accepted because of ideological reasons but be-
Cause of the necessities of the economic life. During
this period, the politicians thought that in order to ele-
Vate the country to a strong economic level, the State had
to enter into the picture and take over the job from the
Private énferprise since it was unable to accomplish what
Was demanded of it.

Few excerpts from the writings of the statesmen of

+ . . . .
hat Period may prove helpful in delineating the concept

\
3
<4+ Necdet Serin, op. cit., pp. 107-112.
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of etatisme.

Etatisme as practiced by Turkey is not a
system that since 19th century socialist insti-
tutions have preached and propagated. It is a
system particular to Turkey.

The meaning of the concept etatisme is: to
consider private initiative and entrepreneurship
as the focal point of the system, but also let
the government underta%g projects that will help
the nation as a whole.

The common understanding among statesmen was that
private enterprise was not in a position to create growth,
to use factors of production to their most efficlent capa-
city, and most of all lacked the sense of social responsi-
bility.

As was boldly put by the Minister of Finance of the

time:

If we have to leave the requirements for
economic progress and growth to the hands and
resources of the private enterprise alone, we
will have to wait for another two hundred years.

Etatisme being not an ideological system but a prac-

tical solution of economic problems, private enterprise,

Nevertheless, was not completely extinguished. On the con-

trary, in the areas of textile, food, and building, the

Private sector flourished. The major factor in this devel-

©OPment was the existence of a virtual competition between

the State Economic Enterprises and the private enterprises.

S ————

3S. Iktisat Vekaleti Sanayi Tetkik Heyeti, Ikinci Bes
Yillik Sanayi Plani,(Second Five-Year Plan), Ankara,

1936’ ppo 30_31.

36 .
- Ibid., p. 30.
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Also, private sector did not any longer enjoy the free-

hand policy of the government. However, since many basic

services were provided by the State Economic Enterprises

such as electricity, water, and communications, private

enterprise started to feel that it now had a solid foun-

dation upon which it could build its organization. The

State built an efficient railroad system, raw materials

could now be easily obtained, and cheap power was made

available., Although existing laws were amended and were

not as favorable as they were a decade ago, the economic

conditions were by far more favorable to the establish-

ment and development of the private enterprises. It is

not, therefore, a surprise to find that the majority of

big business firms were established in a period charac-
terized by mild egatisme.

Period of 1938-1950. The Republican Era. Following
the death of Ataturk and the beginning of the Second World
War,even though Turkey did not enter the hostilities, the
War opened a new era in the Turkish economic life. Ismet
Inonu, the second President of Turkey, was a strong propo-
nent of etatisme. Partly because of his own ideology and
Partly because of the wartime demands, the policy of his
g overnment became stronger in favoring etatisme. Govern-
Ment Controls were established upon the private enterprise
STredits yere curtailed, and corporation taxes increased.
This Was a big blow to the private sector. the growth of

t .
he firms was hampered and new ones were not established.

P s
<>lltlCally, the country was governed by a one-party
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regime.

Industrialization after 1950

Period between 1950-1960. In 1950 the Republican
Party, which had been in power since the establishment
of the Republic of Turkey, lost the elections to the
Democratic Party. The economic policy of the Demo-
cratic Party was one of liberalism. Etatisme began to
lose ground to private enterprise. According to the
economic policy of this party, private enterprise and
capital became once more the nucleus of economic growth.
State Economic Enterprises and private enterprises were
going to function in an environment of mutual under-
standing and support each other. The economic functions
of the State were limited to basic services and infra-
Sstructural activities. As a result of the liberal pol-
icy, some operations of the State Economic Enterprise
were planned to be liquidated and transferred to private
€nterprise, but for some reason this intention was ne-
Ver actualized. Among those reasons, lack of capital
Was the most important. However with the elimination of
Some obstacles, private enterprise found ample room to
flourisn., The Industrial Development Bank founded in
1950 pProvided long and short-term credit to the private
Tirms, Development of banking and other financial agen-
Siles fostered the growth of the private sector. Within

10 Years during which Democratic Party was in power private
\
3

7+ Necdet Serin, Op. cit., pp. 110-114.
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enterprise showed tremendous progress. The State, on the

other hand, continued to invest in heavy industry and agri-

culture. Once again the private sector had found a favor-

able governmental environment. But lack of planning in

both private and government sectors soon led to the de-

terioration of the general economic conditions. By 1958

Turkey entered into a period of acute inflation. Prices

started to rise continuously, and intellectuals and uni-

versities began to argue that liberalism had become det-
riémental to economic development and that to save Turkey
from a full-fledged inflation and economic chaos three

things were needed: a tight control of the private sector,

government investment projects, and a central planning

agency.

Developments after 1960. May 27, 1960, marked the

end of the Democratic Party. A junta of 14 army officers,

following a coup d'etat, toppled the Democratic Party and

€stablished a military dictatorship for one year and once

again there was a return to rigid etatisme.

The first change brought about by the National Unity
(:Ommittee, the name of the military government, was the
©Stablishment of the State Planning Organization on
November 30, 1960. The functions of the State Planning
Organization were the following:

l. To advise the government on all economic and
Social matters by making a corredt inventory of all the

h .
Uman and non-human resources of the country.
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2. Preparation of short and long-range plans.
3. To advise the governmental agencies on carrying

out these plans.

4. To advise the private sector on arranging its
activities and investments as prescribed by the plan.38

Among the activities of the State Planning Organiza-
tion, one cannot nelgect to mention the attempts to coor-
dinate private and governmental sectors. For this pur-
pose, many committees were established with members of
the private sectors. The unfortunate fact is that these
attempts remained on paper and seldom were put into prac-
tice. Seventy-five per cent of all the big business es-
tablishments surveyed through this research indicated
that the First Five-Year Plan did not affect their organ-
izations nor did it affect their investment policies.
This junta held free elections in October 1961 and re-
turned the political power to the emerging coalition
government.

Between 1960 and 1964, a tight foreign trade policy

Was carried, with implications on close control of the
Private sector. With the exception of the textile indus-
try, the remaining part of the private sector was rather
Stagnant. The textile industry, being traditionally a

Concern of private enterprise, had shown some growth

Potentials during this period.

e ——
38, Devet Planma Teskilati, Plan Hedeflerive Stratejisi,
(Plan; Its Objectives and Strategies), DPT Ankara,
1961, and Resmi Gazete (Official Gazette) July 5,
1961, No: 10846.
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In 1965, new elections were held in Turkey and the

Justice Party, acquiring the votes of the disbanded and

outlawed Democratic Party, managed to win a majority in

All the indications so far demonstrate a

both Chambers.
to the chagrin of the minority par-

return to liberalism,
ties and especially of Inonu's Republican Party which sup-

ports strong etatisme as a policy for economic development.

Conclusion

It is possible to discern six distinct periods of

economic policy in relation to private enterprise.

Between 1923 and 1930, private enterprise found the

most favorable legal environment but lacked economic power

and know-how to organize. Between 1930 and 1938, many

essential services were provided by the government and

infrastructure of the country eased the development

the
The following period between 1938-

©f private enterprise.
1950 was harsh to private sector and its growth stagnated,

1f no+t declined. The 1950's brought favorable changes

a . .
Nd  <reated an environment of unprecedented reviwal for

prti\’éite enterprise which, unfortunately, resulted in an
e
SSNomnic chaos due to unplanned expansion. The 1960's

brwbll?;ht new restrictions to credit which stopped the
gl:C)VVt:h of free enterprise. The period after 1965 is too
eEit‘1~§f to judge, but, in general, it is possible to venture
£ S tate that private enterprise has once more started to

Qn-
:]cDX’ some prestige. However, the opinion of the intel-
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lectuals and of the plan-makers is that private enterprise
cannot be trusted. The antagonism between the government
officials and businessmen is a result of a vicious circle.
Contrary to expectation, the government officials, more
than the politicians, criticized big business leaders for
not investing. The business leaders, on the other hand,
state that they are not sure of the future and that is

why they do not invest. Without some kind of certainty
about their future, the leaders of big business will al-
ways be reluctant to invest, and they perceive that secur-
ity can only be created by the government. On the other
hand, if they do not invest, the government will never
trust them and, without this trust, will never be able to

prowvide the necessary conditions which will lead toward

security.






CHAPTER V
THE FIRM

The environmental analysis of Turkish business

leaders cannot be completed unless the structural

characteristics of their firms are analyzed. How big

is private enterprise in Turkey? What are the areas of

concentration? Why have some sectors of private economy

grown while others have not? These will be a few of the

major topics discussed in this chapter. The following
operational hypothesis will be tested to provide a
frame of reference in analyzing the behavior of the big

business leaders and to describe the pattern of growth

of their firms.

Operational hypothesis 1: The growth of big

business firms was slow up to 1956. In 1958, with the

Ccoming of inflation, growth patterns were altered,

Sales and assets rapidly rose, while employment re-
Mained constant,

In testing this hypothesis, first-hand informa-
t:j—CDru has been used, based on data collected through
irlf:eerviews, questionnaires, and the examination of

c:':)‘Tlpany financial statements, Such information has been

n1€i<i€3 available exclusively to the researcher through the

cgeér\erosity of the firms that have entered the study.

The distribution of firms in various industries,

t:}‘Eiir geographical locations, their worth, their number

126
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of employees, and their present sales (1964) will
highlight the first part of this chapter. In the second
the principal types of firms will be viewed histori-

part,
cally and their growth patterns will be delineated.

Structural Characteristics of the Firm

In the summer of 1965, 103 big business firms were
extensively surveyed and the results of this survey will

now be presented.

Distribution of Big Business Firms by Industry

Approximately 52 per cent of all the firms are in
The next largest concentra-

the manufacturing industry.
including retailing

tion (23 per cent) is in commerce,
As shown in Table 1,
is the third most common occu-

and wholesaling, transportation,

wi th nearly 11 per cent,
Insurance trails

Pation of the big business leaders.,
The last position is shared

Wi th less than 6 per cent.
€d9ually by banking and the combined category of mining
Neither of these categories represents

|nd petroleum.
rauch as 4 per cent of the total number of firms sur-

As
Ve yed.
e———
1. According to Bartel's definition, Robert Bartel,
Comparative Marketing, Wholesaling in Fifteen
Homewood,

Irwin, Inc.,

Richard D.

Countries,
1963, p. 61.

Illinois,
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Distribution of Big Business Firms by Industry

Table 1.

Type of Industry Number of Firms Per Cent of Firms
Manufacturing 54 52.4
Commerce 24 23,3
Transportation 11 10,7
Insurance 6 5.8
Banking 4 3.9
Mining and Petroleum 4 3.9
Totals 103 100.0

Date of Establishment

The impact of the government's economic policy is

directly felt upon the establishment and development of

big business in Turkey. Thirty-two per cent of all the

Present firms were founded during the single 10-year
Perjod of 1951-1960 which was a time when liberal eco-
NOmic policies were practiced by the Democratic Party.
The only other liberal periocd ran from 1923 to 1930,
irjc:lusive, when 16.5 per cent of the firms were estab-
1‘isihed. This was the period when Ataturk and the first
S ©~rernment of Republican Turkey had favored industrial-

l'Z'Eition and economic development mostly through the

Eiqgﬁﬂncy of private enterprise.
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Table 2. Firms Established during Distinct Periods of
Economic Policy

Number Per Cent
Periods of Economic Policy of Firms of Firms
Before 1923 15 14.6
Liberalism, 1923-1930 (8 years) 17 16.5
Mild Etatisme, 1931-1938 (8 years) 13 12.6
Strong Etatisme, 1939-1950 (12 years) 20 19.4
Liberalism, 1951-1960 (10 years) 33 32.0
After 1960 5 4.9
Totals 103 100.0

Following the death of Ataturk, Inonu's government
advocated full-fledged etatisme. Firms were established
much less frequently during the period of 1931-1950. It
t ook 20 years of etatisme to establish the same number
Of firms which were established during only 10 years of

the following liberal period. From these statistical
fxiQ;ures, it is possible to find a definite relationship
be tyeen economic doctrine and policy of a state and the
frl—<>urishing of its private enterprises.

Throughout the long history of the Ottoman Empire,
lFD‘“-lssiness was never favored. This was reflected in the
frEiC:t that only 14.6 per cent of the firms surveyed were
S S+t aplished prior to the proclamation of the Republic
ci\-lring the decay of the Ottoman Empire. Of the firms

f?QNJnded during the decay of the Ottoman Empire, most of
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them were in retailing and wholesaling; for instance, only

5.5 per cent of all the manufacturing concerns were estab-
lished prior to the proclamation of the Republic of Turkey.
Next to commerce, the transportation industry embodies the
oldest firms of the private sector. Approximately 36 per

cent of the largest transportation companies surveyed in
this research were established during the Ottoman regime.
This should not be a surprising fact if one considers the
general economic conditions of the country at that time.

The last 30 years of the Ottoman Empire had put the eco-

nomy into a dependency situation. Turkey had become the

market of Western corporations. It lacked managerial

talent and capital of its own to operate banks, manu-

facturing companies, and other more sophisticated insti-

tutions. The transportation companies were used to as-

Semble the agricultural surplus of the empire in Istanbul
and Izmir to be exported and to distribute imported

fin i shed goods within Turkey. These firms were playing

the role of intermediaries in a marketing channel which

haa i ts originating point abroad. This situation also

SllQJ?JGE:sts that no matter at what stage are the general
ec”3r1<>mic conditions, marketing can best be accomplished
Py N Aative firms sensitive to local environmental con-
ditions.

During the laissez-faire period of 1923-1930, of

al
1 Firms established within this decade, 76.5 per cent

Wea
Te ip the manufacturing industries, 17.6 per cent were
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in commerce, and 5.8 per cent in the insurance business,
No major banks, financing institutions, or other service
industries were established during this period. Because

of the lack of facilitating firms, financial institutions

and banks to regulate credits and create a capital market,

there was no balance among private enterprises in ful-
filling the economic needs of a developing country. Pri-
vate enterprise was not too successful in this decade
although it had the wholehearted support of the govern-
ment,

In the next decade, with strong government regu-
lations, there was a drop in the number of newly estab-
lished manufacturing firms to 8, but 3 of the 4 exist-
ing mining and petroleum companies were founded in this
decade. The reason was that the economic policy of the

government favored exclusively firms in extracting indus-
tries in order to develop the underground resources of
the countrye.
The situation did not change in the following 12-
Year period, 1939-1950, except for the establishment of
& rt"a.l:‘keting firms and 3 insurance companies.

With the arrival of a new government favoring pri-
Vate enterprise, the picture drastically changed. A
total of 19 manufacturing firms, supported by 9 market-
ing » 3 transportation, and 1 banking concern were estab-

l -
lshed within a single decade. This presented a balanced

d -
lstJ':ibution of firms in various industries. After 1960,
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3 more firms were added to the total number of manufac-

turing concerns.
Each one of the stages in the development of pri-

vate enterprise, as cutlined in the previous chapter,

characterized a particular concentration of business in

However, the present dis-

one industry with no balance.
tribution of private enterprise among industries has
acquired a balance through the years with half of the

firms in the fields of production and the remaining half

in marketing, finance, and other facilitating areas.

Geographical Distribution of Big Business in Turkey

Istanbul houses 70 per cent of all private enter-

Prises in Turkey. Istanbul's geographic location at

the crossroads between Europe and Asia, the size of its
POpulation, and the cultural level of the people living
in this city make it a natural location for business

firms. If Turkey wants to industrialize along the lines

°f a mixed economy, industry must be induced to move to

Cther regions of the country. To be able to promote this

mOVe, conditions in Istanbul must be studied so that they

Mmay be copied in other parts of the country. This may

s s s Sy s .
Sem unrealistic, but it is the only possible way of
haVing a proportional distribution of big business enter-
prises throughout Turkey instead of having them in just

2 few locations, forming islands of prosperity within a

Vast sea of poverty.



R S o
s v W

et

RPN

——

BN

lllla

Tvs 3w




133

The next preferred location is Izmir with

approximately 25 per cent of all the big business

firms. Finally, Ankara's share of big business 1is

almost 5 per cent.

Table 3. Location of the Headquarters

Per Cent of Firms

Headquarters Number of Firms

Ankara 5 4.9
Izmir 26 25.1
Istanbul 72 70.0
Totals 103 100.0

TIypes of Ownership in Private Enterprise

The number of publicly owned corporations relative

to Western societies is very small in Turkey. This

@Wkward situation is caused by the public's unwilling-

Ness to purchase corporate stocks. There are many

s < . . .
Oclologlcal, economic, and legal reasons for this lack

of interest. Furthermore, the formalities and red tape

anOlved in establishing such public corporations create

addi'l:ional barriers. It is like the task of Sisyphus

h
©X  an individual to invest because of the lack of a

c N ; . . . .
2P 3ital market. The competition given by high-interest

YlQlding government bonds takes away many probable

i . . .
NVvestors from public corporations. In many instances,



134

government bonds are more attractive than corporation

stocks.
Table 4 summarizes the results of a survey carried

out by Ankara University's Faculty of Political Sciences.

It has been found that in 1960, 14.5 per cent of all the

enterprises were in the form of single proprietorship.

The remaining 85.5 per cent was incorporated.

Legal Forms of Private Enterprise

Table 4.
Legal Type Number of Firms Per Cent of Firms
Single

Proprietorship 20 14.5
Firms 118 85.5
Totails 138 100.0

Source: A. Payaslioglu, Turkiye' de Ozel Sanayi
Alanindaki Mutesebbisler ve Tesebbusler,
Turk Iktisadi Gelismesi Arastirma Projesi,

SBFME, Ankara, 1961, p. 48.

A further breakdown of the firms, as given in Table

> indicates that approximately 37 per cent were in the

b

fkbrTn of joint stock companies; better than 31 per cent
Sre collective firms; almost 18 per cent were limited,

|NA  tne comandataire (joint proxy) firms amounted to

\

2 . . . . . .
< Arif Payaslioglu, Turkiye' de Ozel Sanayi Alanindaki
Mutesebbisler ve Tesebbusler, (Entrepreneurs and

Private Firms in the Turkish Industry), Turk Iktisadi

Gelismesi Atastirma Projesi, SBFME, Ankara, 196l.
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about 10 per cent of the total. A little more than 3
per cent of the corporations were in the form of coop-

eratives.

Table 5. Type of Private Firms

Number Per Cent
Types of Firms of Firms
Joint Stock Company 44 37.2
Collective 37 31.4
Limited 21 17.8
Comandataire 12 10,2
Cooperatives 4 3.4
Totals 118 100.0

Source: A. Payaslioglu, Turkiye' de Ozel Sanayi
Alanindaki Mutesebbisler ve Tesebbusler,
Turk Tktisadi Gelismesi Arastirma Projesi,
SBFME, Ankara, 1961, p. 49.

How Big is Big Business in Turkey?

The Net Worth of Big Business

The firms' financial statements were analyzed to
find out how big was big business in Turkey. For the
first time, such figures were made available to this
Fesearcher. It is not customary in Turkey for busi-
Nesses to discuss or publish their financial statements
which include sales, assets, and even the number of

€mployees.
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Table 6. Net Worth of Big Business in 1964

Number Mid-point
Mid- of Per Cent x Per Cent
Assets in %$1000's point Firms of Firms of Firms

0- 19.9 10 1 .9 .90

20- 49.9 35 3 2.9 .87

50— 99.9 75 7 6.8 4,66
100-  199.9 150 19 18.4 27.60
200-  499.9 350 21 20.5 71.75
500-  999.9 750 16 15.5 116.25
1,000- 1,999.9 1,500 12 11.7 175.50
2,000- 4,999.9 3,500 13 12.7 444.50
5,000- 9,999.9 7,500 8 7.7 577.50
10,000-19,999.9 15,000 3 2.9 435.00
Totals 103 100.0 1,854.53

On the average, the net worth of the big business
firms is $1,854,530. There is, however, a wide distri-
bution among firms in terms of net worth. As shown in
Table 6, the largest portion of the firms (20.5 per cent)
are worth between $200,000-499,999; 10.6 per cent have
total assets of less than $100,000; while 18.4 per cent
range between $100,000-199,999; 15.5 per cent are
Slightly below average with net worth falling between

$500,000-999,999; 11.7 per cent are very close to the
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and 23.3 per cent of all the firms are above

the arithmetic mean.

Gross Sales in Big Business

The largest firms among big business have a young

history.

Business in Turkey has not shown any growth

comparable to the growth of Western corporations.

Business seems to be stagnant.

they survive.

Firms do not grow, but

Table 7. Gross Sales of Big Business Firms in 1964

Number Mid-point
Mid- of Per Cent x Per Cent

Sales ($1000's) point Firms of Firms of Firms
0- 99.9 50 2 1.9 .90

100~ 499.9 300 12 11.6 34.80
500- 999.9 750 17 16.5 123.70
1,000~ 1,499.9 1,250 14 13.6 169.00
1,500- 1,999.9 1,750 8 Te7 134.70
2,000- 4,999.9 3,250 25 24,2 786.50
5,000- 7,999.9 6,500 7 6.8 442,00
8,000- 9,999.9 9,000 5 4.8 432,00
10,000-14,999.9 12,000 10 9.8 1,176.00
15,000-49,999.9 32,500 3 3.1 1,007.50
Totals 103 100.0 4,307.10

—
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At the end of the 1964 financial year, big business
in Turkey had averaged $4,307,100 in gross sales. As a
whole, firms have a total revenue 4 times their net worth.
There is a wide dispersion of big business firms in terms
of sales.

As indicated in Table 7, only 1.9 per cent of all
the enterprises made less than $100,000 in gross sales,
while approximately 3 per cent stood above all the rest
at sales exceeding $32,500,000. Between these two
extremes stood the bulk of the firms surveyed. Approxi-
mately 25 per cent of the firms had average sales that
surpassed the arithmetic mean. The sales of the remain-
ing 75 per cent ranked below the mean. Twenty-four per
cent of the firms within the $2,000,000-4,999,999 sales
category made the largest single concentration. The
next largest single concentration was made by approxi-
mately 17 per cent of the firms within the $500,000-
999,999 sales category.

Of the largest 10 firms with gross sales averaging
more than $10,000,000, 5 were established between 1948-
1960. On the other hand, of the firms established prior
to 1920, 7 had gross sales less than $2,000,000 per year;
4 had between $2,000,000-4,999,999; 2 between
$5,000,000-7,999,999, and only 1 had more than
$10,000,000 gross sales. Similar results were observed
for firms established in the decades 1921-1930, 1931-

1940, and 1941-1950.
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The Size of Employment in Big Business

In a recent industrial census, big firms were classi-
fied as those employing more than 10 employees. According
to the same census, big business on the average employed
50 workers. In this research, big firms are more narrowly

classified.3

Table 8. Number of Employees in 1964

Number : Mid-point
Number of Mid- of Per Cent x Per Cent
Employees point Firms of Firms of Firms

0- 49 25 17 16.8 4.2
50~ 99 75 18 17.9 13.4
100- 199 150 25 24.8 37.2
200- 399 300 21 20.9 62.7
400- 599 500 7 6.9 34,5
600- 799 700 1 .9 6.3
800~ 999 900 4 3.9 35.1
1,000-1,999 1,500 6 6.0 90.0
2,000-2,999 2,500 2 1.9 49,5
Not available - 2 - -
Totals 103 100.0 332.9

The arithmetic mean of the number of workers employed
during 1964 is 332.9. On an average then, employment in
private business is 33, However, as it will be noticed in
Table 8, employment figures of big business firms represent
wide variations. On the average, the volume of employment

Changes between 25 and 2,500. Out of 103 big firms forming

—

3. see Chapters II and IIT.
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the sample, only 17 had less than 50 employees. Eighteen
firms employed between 50 and 99; twenty-five establish-
ments had 100 tqQ 199; ten employed between 200 and 299
workers; eleven others had between 300-399; seven be-
tween 400-599; one between 600-799; four between 800-999;
six between 1,000-1,999; two more than 2,000 employees.
Figures for two firms were not available. These figures
indicate a wide distribution of the number of workers
employed by big Turkish businesses,

The largest firms in terms of present number of em-
ployees and assets were those established during the per-
iod between 1931-1940 and 1951-1960. These two decades
were the most favorable ones for the growth of private
enterprise. The first period was characterized by in-
tense infrastructural activities and the second by lib-
eral economic policies, the two necessary conditions,
which, unfortunately, seldom occur simultaneously in

developing countries,

Growth Patterns in Big Business

Growth patterns of the Turkish big business firms
will be analyzed first collectively and, secondly, spec-
ific industry-wide trends will be investigated. In both
Cases, three separate criteria will be used in delineat-
ing the growth of the Turkish firms. These criteria will
be total assets, total revenue or gross sales, and the
Number of employees, respectively. Growth patterns will

be observed in terms of specific years. The firms will
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be seen developing from 1948 to 1964. In this, and in
the following sections, only specified years within the
period between 1948-19560 will be analyzed, since 1964
has already been discussed in the preceding section.
Nineteen hundred forty-eight indicates the last years of
the Republican Party government when there was evidence
of awakening in the business circles; wartime hardships
having been abolished, and more and more people demand-
ing liberal economic policies. Nineteen hundred fifty-
two is taken to make an allowance for the time lag that
takes in the implementation of any change in economic
policies. For this purpose, two years were given as an
allowance after the change in the government in 1950.

The third critical date is 1956. It indicates a turn-

over in economic activities and the beginning of a full
fledged inflation. The final key year of the decade of
liberalism is 1960. It is the last year of the Demo-
crats in power before being overthrown by a military

coup d'etat. It culminates the strong unrest among the

intellectuals, censorship of the press, and political

intimidation of big business.

Growth Trends in General

Change in Net Worth of Big Business in Selected Years.

Figures for 1948, 1952, 1956, and 1960 are expressed in
terms of current prices. In 1948, out of 103 firms only
42 were able to provide pertiment information; 61 firms

were not in business at that time or data was not



B
LT letwes

toAa aaa
P
oty o d .
Yiesy 7220,
Conmm ol
“
Willedod
199495270
~l L
el -
FLIte Al
se 0700
SETe e
I FRa Y
<3 Stans
ST
e
Teell TA
-
“ar oA
NSRS Crnae
v ~"

]
~{
<L~




142
available. In 1952, 50 firms, eight more than in 1948,
provided pertinent information. This number increased
to 67 in 1956 and to 78 in 1960.

In 1948, 16.6 per cent of the existing firms had re-
ported a net worth less than $20,000; another 17.5 per
cent between $20,000-49,999; 12.0 per cent in the $50,000-
99,999 category; 25.2 per cent between $100,000-199,999;
16.5 per cent between $200,000-499,999; five per cent
between $500,000-999,999; 2.3 per cent between $1,000,000-
1,999,999; and finally, five per cent between $2,000,000-
4,999,999,

In 1952 the picture changed only slightly, the net
worth of the firms remaining almost the same. Apparently,
there was no spectacular growth between 1948 and 1952.

The stagnant situation changed in 1956 by a movement of
firms to high asset categories. The net worth of 50.3
per cent of the firms was now between $100,000-999,999.
This was an increase by 4.3 per cent relative to 1952
figures, and an increase of 2.6 per cent relative to 1948
figures. Also, in 1956 firms with net worth within the
$1,000,000-4,999,999 range had increased by 7.9 per cent.

In 1960, the growth of the firms had culminated in
an all time high. Almost 59 per cent of the firms were
now worth between $100,000-999,999, while only 50.3 per
Cent were in this category in 1956, and only 47.7 per
Cent in 1948.

As shown in Table 9, in 1948 the arithmetic mean of

the total assets of the existing firms was $359,200. 1In
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1952, the average worth of the firms rose to $364,600;
this figure became $703,400 in 1956. In 1960 thé firms
had further increased their worth and the arithmetic
mean became $906,400. Finally, at the beginning of 1965
the mean value of big business firms in Turkey was
$1,854,730.

If 1948 figures are taken as an index, it will be
possible to calculate the percentage growth in total
assets or in net worth of the private sector from 1948
to 1965. If 1948 equals 100, then the arithmetic mean
in 1952 will be 102; in 1956 it will be 195; in 1960 it
becomes 252; and finally in 1965 it rises to 515. As
it was earlier indicated, there was almost no increase
between 1948 and 1952; in 1956 a 95 per cent growth was
witnessed relative to 1948; and in 1960 this percentage
of increase in growth became 152. At the beginning of
1965, the firms had increased their net worth by 415
per cent relative to 1948, and by 338 per cent compared
to their net worth in 1960, The reasons for this sud-
den increase in net value of the firms' total assets
are varied. It may reflect just a more exact valua-
tion of the total assets by firms for fear of govern-

ment prosecution. Following the coup d'etat of 1960,

many new laws were enacted for the purpose of reducing,
if not eliminating, fraudulent tax evasions of business
in general.

However, in the true sense of the work, there was

no spectacular overall gain in the net worth of the
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firms. Business, either because of insecurity of the
future or bec<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>