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PREFACE

As Council of Ethics for the Public Service, we have organized various events within the
framework of “Ethics for the Prevention of Corruption Project”in collaboration with Council
of Europe since the end of the year 2007. The first stage of these events is composed of
educational workshops on establishing awareness and sensibility as to ethics, whereas the
second stage is composed of academic researches on the perception of ethics in some
important fields which are named by the general public as fragile sectors. We are very happy
to have completed our comprehensive studies in both stages.

In all periods of history, corruption and non-ethical behaviour were always on the immediate
agenda of societies. Ethics bears a resemblance to the foundation of a building. Since the
foundation of a building is below earth, we are able to realize that it is a weak building
only when it collapses. When ethical values and cultures of societies are based on sound
foundations, they usually do not draw much attention. The importance of ethical values
are taken into consideration only whenever societies and institutions experience significant
crises.

The majority of the ethical problems that we face today in public administration and society
are structural problems that we inherit from the past. In order for these problems to be
solved, firstly detailed studies and scientific analysis need to be conducted on the quality,
dimensions and reasons ot these problems. Taking into consideration the multi dimensional
and complex structure of ethical problems, we have concluded our academic studies on
perception of ethics in ten important sectors that we have started in 2008-2009 period.

Various ethical issues that we experince in our institutions should not be considered as
isolated incidents. A comprehensive analysis of the environment in which these issues have
emerged and developed is an important step that should be taken in order for the problem
to be solved. We do not deem the studies that we have conducted as the Council of Ethics
sufficient. We expect the concerned institutions to conduct such studies with their own
resources. The more we discusss the ethical problems and give importance to them, the
closer we get to the solution.

The first group of the above mentioned academic researches which are; “Land Registry
Services and Ethics’, “Planning at Local Level and Ethics’, “Law Enforcement Services and
Ethics’, and “Conflict of Interests in Public Administration” had been made public with their

October 2009 issue in single volume form.

We are happy to present you the second group of those academic researches that are;
“Professional Assosiations and Ethics’, “Shadow Economy and Ethics’, “Health Services and

Ethics” “Customs Services and Ethics’, “Public Procurement and Ethics” and “Ethics, Culture
and Society”in the form of a second book.

Academic researches of both groups can only achieve their goal by means of putting these
researches into implementation. Putting these academic researches into implementation is
possible not only with the studies of The Council of Ethics for the Public Service, but also
with the contribution of all segments of the society. | would like to point out the importance
of active contribution to development of a culture of ethics in public sector by anyone who
demands ethics and trustworthiness from the state.

| would like to extend my gratitute to our public institutions, representatives of non
governmental organizations and academics for their contribution and cooperation.

| hope these studies will be of use to those concerned.

Prof. Dr. Bilal ERYILMAZ
Chairperson
Council of Ethics for the Public Service



PREFACE

The overall objective of TYEC is to contribute to the prevention of corruption in Turkey in
accordance with European and other international standards through the implementation
and extension of the Code of Conduct, which is the responsibility of the Turkish Council of
Ethics for the Public Service, and through the development of anti-corruption measures.

In terms of the overall project objective, the project, first, addressed the need to implement
the Code through training and investigation, as well as the consideration of the development
of codes of ethics for other categories of officials or holders of public office. Second, in relation
to the need to develop system—s of monitoring the effectiveness of prevention and other
anti-corruption measures, the project supported system analyses of the effectiveness of key
measures implemented in recent years, such as the reform of the criminal legislation, the
Public Information Act and the Code of Ethics. Drawing on the results of these analyses, the
project drafted a Corruption Report on new proposals for further anti-corruption measures
and reforms.

The inclusion of the research studies come from obvious questions - what is the factual
evidence of corruption, what appear to be the causes, and what can be done about them? In
view of the absence of much contemporary material, 10 research studies were commissioned
to develop a greater understanding of various issues to do with the development of public
ethics in Turkey, the drivers/inhibitors of reform, the institutions involved and the role of
the media and civil society. More specifically, the research was intended to increase the
knowledge and implementation of ethical issues in order to facilitate the work of the Council
of Ethics for the Public Service and the project. The research sought to identify the roles of
agencies and institutions, in the public and private sectors and in civil society in addressing
ethics, and to understand the dynamics of contexts and trends that may affect the future
work of those dealing with public ethics

The general areas of the research studies were:

« Conflict of Interest in Public Administration

« Public Bidding and Ethics

Planning at Local Level

Ethical Conduct in Law Enforcement

Ethical Conduct in the Health Services
Ethical Standards and the Title/Land Regjistry
« The Shadow Economy

Professional Associations and Ethics

« Ethics and the Customs Services

- Ethics, Culture, and Society

.

It was intended that each of the research studies would address the objectives, and do
so within specific contexts as well as working with specific ministries. The studies were
intended to be practitioner-based in that the findings would also be used in the work of the
Council of Ethics and by the Corruption Report.

The findings are published in 2 volumes. The first volume covered 4 of the research studies:
Conflict of Interest in Public Administration; Planning at Local Level; Ethical Conduct in
Law Enforcement; and Ethical Standards and the Title/Land Registry. This second volume
contains 6 research studies which address: Public Bidding and Ethics; Ethical Conduct in
the Health Services; Ethics and the Customs Services; The Shadow Economy; Professional
Associations and Ethics; Ethics, Culture, and Society.



Like the first volume the second volume provides some interesting insights into how the
public view the provision of public services, and how the public officials view their relations
with the public.

Four of the studies deal with specific ministries or public sector activities and show not
only the continuing tensions between public ethics and working practices, but also the
continuing lack of awareness and understanding of the role and importance of ethics on the
part of public officials and citizens. The shadow economy study also suggests that negative
citizen views are often generalised across the public sector which will have implications for
any reform process. Changing attitudes and conduct are discussed by the remaining two
studies, and in particular where and when the development of ethics should begin.

Nearly all the Research Studies in both volumes call for practitioner ethics training for all
public officials and for ethics education to begin as early as possible. The reasons for this
approach is emphasised by these two studies in the second volume, which essentially warn
that ethical standards need to be internalised, and done so before people enter public
service. Based on quantitative research, both studies suggest that ethical education should
start in the family and education. In other words, developing ethical environments in the
public sector will be more effective if those entering the public sector already understand
ethics, and citizens dealing with the public sector also act, and expect public officials to act,
according to generally-accepted standards.

Workshops have been held to publicise the findings; the research studies are also published
on the Council of Europe project website. This publication continues the dissemination of
the findings to the widest possible audience. The project wishes to thank the researchers
for their work and their contribution to the project. The findings and recommendations are,
however, the responsibility of the researchers and do not commit the project, ministries, or
the Council of Ethics for the Public Service to the findings and recommendations.

Prof. Alan DOIG
Project Resident Advisor



CONTENTS

PROFESSIONAL ASSOCIATIONS AND ETHICS

INTRODUCTION

12
13

FUNDAMENTAL CONCEPTS AND THEORICAL BACKGROUND

14

PROFESSIONAL ASSOCIATIONS

14

PROFESSIONAL ETHICS

14

Codes of Conduct and Professional Codes

14

COMPONENTS OF PROFESSIONAL ETHICS

15

RESEARCH METHODOLOGY, FINDINGS AND EVALUATION

THE AIM OF THE STUDY

METHOD

THE ANALYSIS OF DATA AND INTERVIEWS IN TERMS OF AUTHORITIES

QUANTITATIVE RESEARCH RESULTS AND THEIR EVALUATION

17
17
17
19
19
19

Demographic Data
FINDINGS ACROSS PROFESSIONAL ASSOCIATIONS

THE ANALYSIS OF SECONDARY DATA AND INTERVIEWS IN TERMS OF SELECTED PAS ...

INTRODUCTION

21
29
29

BANKS ASSOCIATION OF TURKEY (BAT)

29

The Association

29

29

The Relationship between Legal Framework and Ethics
BAT and Ethics

30

Studies on the Subject of Ethics

32

35

Disciplinary Actions

THE CONFEDERATION OF TURKISH TRADESMAN AND CRAFTSMEN (TCTTC) .ovvvvrvvrsrerenn

Regarding the Confederation

36
36

36

The Relationship between Legal Framework and Ethics
The TCTTC and Ethics

37

Studies on the Subject of Ethics

38

Disciplinary Actions

39

TURKISH UNION OF CHAMBERS AND COMMODITY EXCHANGES (TUCCE)

Regarding the Union

The Relationship between Legal Framework and Ethics

The TUCCE and Ethics

Studies on the Subject of Ethics

Disciplinary Actions

TURKISH MEDICAL ASSOCIATION (TMA)

Regarding the Association

The Relationship between Legal Framework and Ethics

Turkish Medical Association and Ethics

Studies on the Subject of Ethics

Disciplinary Actions

UNION OF TURKISH BAR ASSOCIATION (UTBA)

Regarding the Association

The Relationship between Legal Framework and Ethics

UTBA and Ethics

Studies on the Subject of Ethics

40
40
40
41
41
42
44
44
44
44
45
47
48
48
49
49
51

Disciplinary Actions

51

54

THE CHAMBER OF ELECTRICAL ENGINEERS (TCEE)
Regarding the Association

54




The Relationship between Legal Framework and Ethics

54

TCEE and Ethics

54

Studies on the Subject of Ethics

57

Disciplinary Actions

57

RESEARCH FINDINGS

59

SURVEY RESULTS ON PUTTING ETHICS INTO PRACTICE, MOST COMMONLY OBSERVED
ETHICAL ISSUES AND INTERNALIZATION OF ETHICS IN THE ASSOCIATIONS

59

ATTITUDES TOWARD ETHICS IN GENERAL, QUESTIONABLE WORK PRACTICES AND ETHICAL

PRACTICES, AND FACTORS INFLUENCING MANAGERS TO MAKE UNETHICAL DECISIONS..........

RESULTS OF THE QUANTITATIVE ANALYSIS RELATED TO IDENTIFICATION OF RELATIONSHIP

.59

AMONG ETHICAL APPROACHES, ETHICS INTERNALIZATION AND DEMOGRAPHIC VARIABLES ...62

EMERGING THE RESULTS OF INTERVIEWS, FOCUS GROUP INTERVIEW AND SURVEY:

ETHICAL APPROACHES, INTERNALIZATION OF ETHICS AND THE FACTORS AFFECTING THEM.......... 65
MAIN FACTORS 65
OVERALL THEMES 67
CONCLUSION 70

REFERENCES 72

ANNEXES 73

ANNEX 1: Methodology 73

ANNEX 2: Lists of Documents Analyzed in the Study 79

ANNEX 3: Interview Form 83

PUBLIC BIDDINGS AND ETHICS 84

INTRODUCTION 85

INTERNATIONAL LEGISLATION ON PUBLIC PROCUREMENT 87
UNCITRAL Model Law on Procurement 87

Aim of the Model Law 87
Scope of the Model Law 87
Principles of the Model Law 88
Tendering Proceedings 38
Review 88
Public Procurement Agreements in the General Agreement on Tariffs and Trade (GATT)...........89
The Plurilateral Agreement on Government Procurement (GPA) 89
The content and specialities of the New Agreement 90
Cornerstone principles: non-discrimination and transparency 90
EC Public Procurement Law 91
Legal Framework 91
Consolidated Directives 91
Directive 2004/17/EC coordinating the procurement procedures of entities
operating in the water, energy, transport and postal services sectors 92
Directive 2004/18/EC on the coordination of procedures for the award of public
works contracts, public supply contracts and public service contracts 92
Basic Changes of the Directives 92

TURKISH LAW ON PUBLIC BIDDINGS 94
State Procurement Law No: 2886 94
Public Procurement Law No: 4734 and Public Procurement Contracts Law No: 4735 ... 94

Scope and Exceptions 95
Basic Principles of the Law 95
Procurement Procedures and Application 95
Estimated Cost 96
Procurement Process 96
Specifications 97
Public Procurement Organisation 98
Complaints Review 98
Prohibition and Criminal Liability 98




The Amendment of the PPL with the Law No. 5812

99

(2.3.1 Main Reforms)

100

Risks, weaknesses and vulnerabilities at the public procurement process........
Pre-Bidding

...100

100

Needs assessment, planning and budgeting

100

Bidding

102

Award

102

102

Post Bidding: Taking in Contract Management and Payment
PUBLIC BIDDINGS AND ETHICS: THE RESEARCH FRAMEWORK

104

Aims of the Research

104

Data Collection Method

104

The Method of Focusing

104

Interview Questions

105

106

The Findings and Analyses
THE FINDINGS

107

Risky Areas, Unethical Behaviours and Recommendations for Solutions in the
Pre-Bidding Phase

107

Risky Areas

107

Unethical Behaviours

108

Recommendations for Solutions

111

Risky Areas, Unethical Behaviours and Recommendations for Solutions

in the Bidding Phase
Risky Areas

Unethical Behaviours

Recommendations for Solutions

Risky Areas, Unethical Behaviours and Recommendations for Solutions
in the Post-Bidding Phase

Risky Areas
Unethical Behaviours

Recommendations for Solutions

Ethical Codes and Supervision

Ethical Codes

Supervision
CONCLUSION AND RECOMMENDATIONS FOR SOLUTIONS

APPENDICES

APPENDIX 1: Survey (Interview) Questions
APPENDIX 2: Frequencies and Percentages of the Risky Areas, Unethical Behaviours and

Recommendations for Solutions in the Pre-Bidding, Bidding and Post-Bidding Phases.......

APPENDIX 3:The Preparation of the Ethical Codes and the Frequencies and
Percentages of the Potential Supervisory Bodies

RESOURCES

THE SHADOW ECONOMY

INTRODUCTION

The Scope and the Objectives of the Research

THE PROFILE OF THE PARTICIPANTS OF THE SURVEYS

The Characteristics of the Interviewees and Their Firms

The Characteristics of the Participating PRA Personnel

THE SHADOW ECONOMY: A SHORT REVIEW OF THE LITERATURE

THE SHADOW ECONOMY: THE FIRM AND THE PRA PERSONNEL PERSPECTIVES ...ccccrvrrinn

TAX ETHICS

THE EVALUATIONS OF THE TEXTILE SECTOR AND WORKPLACE CONDITIONS
IN THE REVENUE ADMINISTRATION

The Firms'Evaluations of the Textile Sector

THE VIEWS OF THE FIRMS ON AUDITING AND AUDITING UNITS OF THE REVENUE
ADMINISTRATION

113
113
115
116

117
117
119
120
121
121
122
125
132
132

136

147
150

153
155
155
156
156
162
164
171
176

194
194

200



RECONCILIATION AND JURIDICAL PROCEDURES AGAINST TAX AUDITING OUTCOMES............207

THE LOCAL OFFICES OF THE REVENUE ADMINISTRATION: THE FIRM PERSPECTIVE..................208
THE LOCAL OFFICES OF THE REVENUE ADMINISTRATION:
THE PRA PERSONNEL PERSPECTIVE 215
THE PUBLIC PERCEPTION OF THE ETHICAL BEHAVIORS:
THE PRA PERSONNEL PERSPECTIVE 222
COMPLIANCE COSTS 226
CONCLUSIONS AND POLICY RECOMENDATIONS 226
APPENDIX-1: FIRM QUESTIONNAIRE 240
APPENDIX-2: PRA personnel QUESTIONNAIRE 247
BIBLIOGRAPHY 253
ETHICS, CULTURE AND SOCIETY 255
INTRODUCTION 258
LITERATURE 259
Introduction 259
The Interrelationship among Ethics, Culture and Society 259
Why Ethics in Public Management? Ethics and Ethical
Approaches in Public Administration 260
Cultural Resources for Ethics in Public Administration 261
A FIELD STUDY INTO THE ETHICAL APPLICATIONS IN THE ORGANIZATIONS
OF EDUCATION, SOCIETY, MEDIA AND NON-GOVERNMENTAL ORGANIZATIONS.....occvvvvvrsrrsririrnn: 266
The Objective of the Study 266
The Method of the Study 266
THE FINDINGS OF THE STUDY | 270
The Results and Evaluation of The Public Survey (The Society’s Perception Of Ethics)................. 270
Refining the Questions 276
Justice and Honesty Dimension (For Society) 278
Responsibility Dimension (For Society) 279
Democracy, Respectability and Trust Dimension (For Society) 280
Productivity and Efficiency Dimension (For Society) 281
Analysing the Dimensions 281
The Effect of Society’s Understanding of State on the Ethical Perception 283
Addressing Ethics: The Role of Societal Units in the Acquisition of Ethical Principles.............284
The Role of Education in Ethical Behavior 286
The Role of Media in Ethical Behavior 286
THE FINDINGS OF THE STUDY Il 288
Results and Evaluation of the Student Survey (The Perception Of Ethics In Education)................288
Refining the Questions 294
Justice and Honesty Dimension (For Students) 296
Responsibility Dimension (For Students) 296
Democracy, Respectability and Trust Dimension (For Students) 297
Productivity and Efficiency Dimension (For Students) 297
Analysing the Dimensions 298
Addressing Ethics: The Role of Societal Units in the Acquisition of Ethical Principles ... 299
THE EVALUATION OF INTERVIEWS WITH THE MEDIA and NGOs 301
The Perception of Ethics In The Media 301
The Evaluation of Interviews with NGOs (Ethical Perception in NGOs) 305
GENERAL EVALUATION 310
Introduction 310
The Perception of Society on Public Administration 310
The Role of Education in the Acquisition of Public Administration Ethics 312
The Role of Media in Public Administration Ethics 313
The Role of NGOs in Public Administration Ethics 314
CONCLUSION and RECOMMENDATIONS 316




REFERENCES

APPENDICES

Appendix 1: Public Survey Questionnaire

Appendix 2: Student (Education) Questionnaire

Appendix 3: Media Survey

Appendix 4: NGO Survey

Appendix 5: Comments on the research methodology

ETHICS AND CUSTOM SERVICES

INTRODUCTION

INTRODUCTION TO THE ORGANISATION

Historical Development and Functions

Technological Infrastructure

Organisational Structure
Personnel Structure

The International Context

THE RESEARCH: METHODOLOGY

THE RESEARCH: THE PROFILE OF SURVEY SAMPLE

Profile of the Personnel

Profile of the Citizens

RESEARCH FINDINGS: PERCEPTIONS OF THE ORGANISATION

Personnel Perceptions of the Organisation

Does Discrimination or Equality Exist in the Organisation

The Sufficiency of the Citizen Guidance and Consultancy Services

RESEARCH FINDINGS: THE ETHICAL IMAGE OF THE ORGANISATION

The Ethical Image of the Organisation: Perspective of Employees
The Ethical Image of the Organisation: Perspective of Citizens

RESEARCH FINDINGS: INDIVIDUAL PERSONNEL AND PUBLIC PERCEPTIONS OF ETHICS

Employee’s Perception of Ethics
Citizens'Perception of Ethics

RESEARCH FINDINGS: PREVALENCE OF NON-ETHICAL BEHAVIOURS

Prevalence of Non-Ethical Behaviours: Perspective of Employees
Prevalence of Non-Ethical Behaviours: Perspective of Citizens

RESEARCH FINDINGS: ATTITUDES AGAINST NON-ETHICAL BEHAVIOURS

IN CUSTOM SERVICES

Attitude of Citizens towards Non-Ethical Behaviours

RESEARCH FINDINGS: REASONS FOR NON-ETHICAL BEHAVIOURS

Reasons for Non-Ethical Behaviours: Views of Employees
Reasons for Non-Ethical Behaviours: Views of Citizens

CONCLUSION

Evaluations of Research Findings
Internal Initiatives

Matching Against WCO Expectations

What Should Be Done : The Research Study Recommendations
REFERENCES

ETHICAL CONDUCT IN HEALTH SERVICES

INTRODUCTION

TURKEY AND TURKISH HEALTH SYSTEM

RESEARCH METHODOLOGY

SURVEY FINDINGS

FOCUS GROUP DISCUSSIONS

ANALYSIS AND RECOMMENDATIONS

APPENDICES




PROFESSIONAL
ASSOCIATIONS AND
ETHICS



PROFESSIONAL ASSOCIATIONS AND ETHICS

INTRODUCTION

This research project is mainly about determining and analyzing the understanding and
implementations of ethics at Public Professional Associations (PAs) in Turkey. Moreover,
defining the professional and generic ethics contents of the professional bodies compared
with the Council of Ethics Code are the other aims of this project. The mutual interaction
between professional bodies, public services and private sector is to be determined in
order to understand the external influences on the ethical decision making process,
implementations and approaches at professional bodies. The internal influence on the
ethical standing point and implementations of the organizations will also be discovered
in the project.

PAs were explained in detail in 1982 Turkish Constitution. The objectives of the professional
bodies are regulated in Article 135 which reads: “PAs and their higher organizations are
public corporate bodies established by law with the objectives to meet common needs
of the members of a given profession, to facilitate their professional activities, to ensure
the development of the profession in keeping with the common interests, to safeguard
professional discipline and ethics in order to ensure integrity and trust in relations among
its members and with the public” Although the nature of PAs is quite polemical in
literature, it is clearly stated in Article 135 that PAs are public corporations. In 1995, with
the legal arrangement PAs were allowed to start policy-making. PA's deriving revenue from
extra budget, having autonomy, having a pressure group feature is part similar to private
organizations.'

The law on the Establishment of Council of Ethics for the Public Service (Law no: 5176) and
the regulation, (13.4.2005) Code of Conduct for Public Officials has been accepted by the
Turkish Government? The Law mentions about the transparency, honesty, accountability,
justice, neutrality and ethical decision rules of public professionals. It also, in Appendix 2,
applies to officials of ‘career In Career Associations having public institute status. However,
it is stated that Council of State does not accept these PAs as a formal organization.?

Specifying the position of the PAs regarding “ethics” according to these polemics,
understanding the denials and its reasons, the way of directing the professional groups in
terms of “professional ethics”and the works being done are the main factors that affected
the project while being conducted. Moreover, the common establishment, the power
of directing, the power of influence on government policies with the declarations, the
power of members’ punishment are the key points of an examination of their ethical
approaches.

1 Ozdemir, I, Meslek Kuruluslarinin Kamu Kurumu Niteligi, TOBB Yayinlari, Ankara, 2004.
2 Kamu Gorevlileri Etik Kurulu, Kanun ile llgili Duzenlemeler, Basbakanlik Basimevi, Ankara, 2005.
3 Gozubuyuk, S, Tan, T, Idare Hukuku, Turhan Kitabevi, 2001, Cilt 1, p.321.
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FUNDAMENTAL CONCEPTS AND THEORICAL
BACKGROUND

PROFESSIONAL ASSOCIATIONS

PAs and their higher organizations are public corporate bodies established by law with
the objectives to meet common needs of the members of a given profession, to facilitate
their professional activities, to ensure the development of the profession in keeping with
the common interests, to safeguard professional discipline and ethics in order to ensure
integrity and trust in relations among its members and with the public. The structure,
organization and tasks are apart from the other public organizations; they are public
incorporated bodies.

The law on the Establishment of Council of Ethics for the Public Service (Law no: 5176) and
the regulation, (13.4.2005) Regulation on the Principles of Ethical Behaviour of the Public
Officials, covers the Professional Associations. Admitting the fact that there are different
approaches on the issue of which bodies are PAs, a generally accepted list of public
bodies are as follows* Turkish Dental Association, Turkish Pharmacists Association, The
Confederation of Turkish Tradesmen and Craftsmen, Union of Chambers of Turkish Engineers
and Architects, Turkish Medical Association, Turkish Veterinary Medical Association,
Union of Turkish Bar Associations, Notaries Union of Turkey, The Union of Certified Public
Accountants and Sworn-in Certified Public Accountants of Turkey, Association of the
Insurance and Reinsurance Companies of Turkey, The Union of Chambers and Commodity
Exchanges of Turkey, Union of Turkish Chambers of Agriculture, The Association of Capital
Market Intermediary Institutions of Turkey, The Banks Associations of Turkey, The Central
Union of Agricultural Credit Cooperatives of Turkey.

PROFESSIONAL ETHICS
Codes of Conduct and Professional Codes

Ethical codes that guide the employees or organizational behavior, including ethical
standards, are written, descriptive and official documents. > Rules of behavior in the
context of public service have a role of guidance. But they reveal the boundaries of
accepted behavior in writing and bring some standards. They have also control functions.
Professional ethics are organized and established in relation the occupation and require
members to behave a certain way, restrict their personal training limits, exclude the
members who are unsuitable, organize the competition within the profession and aim at
service ideals.®

One of the main ideas of professional ethics should be preventing unfair competition
and to increase the professional conduct. Medical ethics, journalism ethics, politics, ethics,
engineering ethics and professional ethics rules do not order correct action on a particular

4 TODAIE, Devlet Teskilati Rehberi, TODAIE Yay., Ankara, 2008.

5 Schawartz, M."The Nature of the Relationship Between Corporate Codes of Ethics and Behaviour’, Journal of Business Ethics, Vol. 32, No. 3, 247-262,
2001.

6 Pehlivan, I.Yonetsel ve Orguitsel Etik. Onder Matbaacilik, Ankara, 1998



PROFESSIONAL ASSOCIATIONS AND ETHICS

question or what the correct way of personal behavior in one particular person’s case.
Ethics of the professions are looking for answers to questions of ‘people making a specific
profession in general aware of what to do or not to do”.

COMPONENTS OF PROFESSIONAL ETHICS

Managerial ethics/public ethics consist of a series of principles and standards of negative
behaviors that should be prevented and positive behaviors that should be promoted in
administrative institutions and organizations. The ethical values of public servants are
important, because they have the authorization to use public power. The decisions that
the public officials make have a great effect on public so it is believed that these people
make a decision after evaluating the issue within moral thought® While fulfilling their
duties, public officials interact with the citizens, get ideas from the public during
the decision-making, establish an ethical awareness, and build up confidence
between public servants and citizens. These are accepted as the most important
parts of professional ethics.’

J.A. Petrick and J.F Quinn mention the difference between the public and private sector
managers. They believe that while public managers defend the public’s rights they have
to create four standards in order to keep trust:'

1. Avoidance of conflict of interest: Public managers should keep public interest
ahead of personal/special interest. Bribery, nepotism, extortion and receiving gifts
or other forms of favoritism is prohibited and not ethical.

2. Maintenance of Impartiality: While decision-making, public managers must avoid
bias, prejudice or favoritism in decision making. Losing the impartiality is one of the
most encountered ethical problems.

3. Avoidance of the Appearance of Impropriety: Since public managers are role-
models, they should take care of their behaviors, expressions and even their outlook
in order to be well understood.

4. Submission to Extensive Public Disclosure: Public managers should be more
tolerant than private managers in terms of investigation of their private lives and
their financial condition.

In order to prevent negative behaviors and promote positive behaviors in public,
governments use some methods and processes. In 1996, OECD Public Administration
Department published a report including 8 key elements about “infrastructure of
ethics” " These are; political will, an effective legal infrastructure, effective accountability
mechanisms, applicable rules of conduct, professional socialization mechanisms, good
working conditions in the public sector, organizations that provide coordination on issues

7 Kuguradi, loanna, Ahlak ve Kavramlari, Uludag Konugmalari, Turkiye Felsefe Kurumu Yayinlari, 1991.

8 Nohutcu, A, “Etik ve Kamu Yonetimi’, Der: Muhittin Acar ve Huseyin Ozgur, Cagdas Kamu Yonetimi I, Nobel, Ankara 2004.
9 Yuksel, C, Devlette Etikten Etik Devlete: Kamu Yonetiminde Etik, C.1, TUSIAD, Devlette Etik Altyapi Dizisi No:1, Kasim 2005.
10 Petrick, J.A, Quinn JF, Management Ethics Integrity at Work, SAGE Publications, 1997.

11 TUSIAD, Kamu Hizmetinde Etik, Gncel Konular ve Uygulamalar, TUSIAD Yayinlar, Eylul 2003.
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of ethics and effective civil society that audits public officials, The interaction between the
infrastructure of ethics’ components depend on a country’s cultural and administrative
traditions, the general approach to public management and support given in the past for
ethics. 2

These eight approaches have three functions: controlling, guiding and managing. In
2000 there was a research conducted among 29 OECD countries about 8 main values
within ethical systems. These are impartiality, compliance with law, integrity, transparency,
efficiency, equality, responsibility and justice.”” These values are shaped according to
the society’s social-cultural structure, historical background and how controlling,
routing and management work effectively in coordination.

12 Yiksel, Clineyt, Devlette Etikten Etik Devlete: Kamu Yonetiminde Etik, Yasal Altyapi, Saydamlik ve Ayricaliklar, Tespit ve Oneriler, C.2,TUSIAD,
Istanbul, 2005.
13 http//www.oecd.org/datacecd/44/24/35061342.pdf.



PROFESSIONAL ASSOCIATIONS AND ETHICS

RESEARCH METHODOLOGY, FINDINGS AND EVALUATION
THE AIM OF THE STUDY

This project aims mainly;

- To determine ethical approach, codes of conduct and implementations of the
Turkish Professional Associations, and explore the external and internal factors that
effect similar cultural and historical backgrounds

« To assess the codes of professional ethics and generic ethical contents of the
associations compared and contrasted with the Council of Ethics for Public Service
Regulation
Exploring internalization level of ethical approaches of the associations and codes
of professional ethics, and investigating external and internal factors influencing
the internalization level, and their ethical approaches

METHOD

The case study method will be used as a research strategy in the project. The case study
method will be the most appropriate research tactic as it answers the questions of what,
how and why and enables researchers using a mixture of qualitative and quantitative
data gathering process, and the study is explorative and definitive in its nature. Besides
the method is the most suitable tactic for the purpose of the research. The quantitative
research strategy would not be enough for exploring the ethical approaches and its
internalization level as ethical issues are always “right things should be done”. Secondary
data analysis and survey will definitely give a general idea about some ethical issues like
what are the general ethical approaches of the associations, what implementations have
been done so far, which associations have ethical commissions and codes of professional
ethics, if there is a relationship among professional ethics, generic ethics content and the
Council of Ethics for Public Service Regulation etc,, and could be used as a definition tool
for the research. In order to reply the question of ‘why'in reality the case study method
should be used. The internalization level of codes of professional ethics, the stated ethical
approaches and implementations of the association can be discovered with in-depth
interviews using disguised questions, and reading between the lines carefully as the ethical
issues are sensitive in nature. Besides cultural and historical backgrounds of the ethical
approaches, other internal and external factors that lead different ethical approaches and
codes of conduct in the public professional associations, ethical dilemmas, if any, and
reasons behind them etc. can be discovered with in depth interviews more efficiently.
Moreover if there is an ethical model for preventing corruption in the public professional
associations in Turkey, case study analysis is the most suitable model in discovering and
building the model.

Our first step was to consider PAs in terms of 3 main criteria:
1) Does the PA have codes of conduct on its web-site?
2) Does the PA have an Ethics Commission in its organization structure?
3) Does the PA have professional ethic rules on its web-site?
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Though the codes of conduct are the first criteria, the only PA that has on its web-site
is The Confederation of Turkish Tradesmen and Craftsmen. Taking into consideration of
the activities that were held by the Ethics Commission of The Confederation of Turkish
Tradesmen and Craftsmen, the PA was decided to be selected as a case study for the
research. With the design of the case study, every different example will be clarified and
examined in details according to the figure 1. So Turkish Medical Association, The Banks
Associations of Turkey, The Union of Turkish Bar Association, The Union of Chambers and
Commodity Exchanges of Turkey were also selected to observe in this study. The Chamber
of Electrical Engineer will be investigated as an exception as it seems to be the one that
can be taken as a sample of best practice one. If the findings show that all PAs have similar
features, then it will be unnecessary to examine the next PA in the Figure 1. The reason is
that the selected examples will be different from each other according to the existence of
Ethics Commission and codes of conduct and if they are situated on their web-sites.

Figure 1: The Re-Classification of the Sample According to the 3 Criteria'

The PAs THAT

The PAs THAT DO
HAVE ETHICS
COMMISSIONS

NOT HAVE ETHICS
COMMISSIONS

The PAs that have Proffesional Codes
* Union of Turkish Bar Associations
* Turkish Pharmacists Association

* Association of the Insurance and
Reinsurance Companies of Turkey

The PAs that have Proffesional Codes
* Turkish Medical Association
* The Banks Associations of Turkey

* The Union of Certified Public
Accountants and Sworn-in Certified N o .
Public Accoountants of Turkey The Association of Capital Market

Intermediary Institutions of Turkey

-
The PAs that do not have Proffesional The PAs that do not have Proffesional
Codes Codes
* Confederation of Turkish Tradesmen L— * The Union of Chambers and

and Craftsmen Commodity Exchanges of Turkey
* Turkish Dental Association * Union of Chambers of Turkish Engineers

and Architects
* Turkish Veterinary Medical Association
* Notaries Union of Turkey

* The Central Union of Agricultural Credit
Cooperatives of Turkey

* Union of Turkish Chambers of
q Agriculture

/

The material for all PAs is presented in Chapter 4, with an additional focus on the range of
sanctions available to the PAs.

Cases will be selected and analyzed until nothing new learned from the cases in order
to reach valid results. According to these rules and the three criteria, six cases were

14 These figure was developed in February 2009. During the study, The Union of Turkish Bar Associations has issed their proffesional codes in their
web sides.
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selected to observe (for further information please see the Annex 1): Commission of The
Confederation of Turkish Tradesmen and Craftsmen, Turkish Medical Association, The
Banks Associations of Turkey, The Union of Turkish Bar Association, The Union of Chambers
and Commodity Exchanges of Turkey, and The Chamber of Electrical Engineers. Due to the
time limitation, the study will be focused solely on the associations and their officials not
on their members. The findings are presented in Chapter 5; the data collection method,
validity/reliability and limits of research are given in Annex 1. The analysis of all the data
takes place in Chapters 6 and 7.

THE ANALYSIS OF DATA AND INTERVIEWS IN TERMS OF
AUTHORITIES

The analysis of documents for the six associations which have been included in the research,
and the results obtained from interviews will be analyzed in terms of each authority for
the basis of chapter 4. Chapter 5 looks at general information across a number of PAs,
including those studied in Chapter 4. Chapter 6 assesses the issues and lessons.

QUANTITATIVE RESEARCH RESULTS AND THEIR EVALUATION

Since the total reliability of the quantitative research is 0.9052; advanced statistical analysis
can be done. In total, 86 surveys were found to be analyzed. The distribution of the surveys
to six associations as it was planned in the research and the selection of the officials of
the association by random sampling method was not possible. As TUCCE and TCTCC
did not reply to our demand or give even an official answer to our application by official
text, the two associations were excluded in the survey part of the research. Even in the
institutions which replied to us positively, only a limited number of questionnaires have
been returned.

Demographic Data

Table 1: The Institutions, the Working Place and the Gender of the Respondents

City Centre/Branch Gender
Ankara | Istanbul | Centre Branch Female Male TOTAL
Banks Assoc. 0 33 33 13 13 33
Bar Assoc. 6 16 16 6 4 7 22
Medical Assoc. 0 13 0 13 9 2 13
EMO 5 13 10 8 8 8 18
TOTAL 19 67 59 27 44 30 86

As Table 1 indicates women and people from Istanbul filled the questionnaires more, and
79.3% of the respondents have graduated from university and have higher degrees, where
54.79% of the respondents are between the ages of 23-35.



Table 2: The Age Distribution of the Respondents

Age Range Frequency % Valid % Cumulative%
23-30 20 23,26 27,40 27,40
31-35 20 23,26 27,40 54,79
36-40 8 9,30 10,96 65,75
41-45 1 12,79 15,07 80,82
46-50 6 6,98 822 89,04
51-59 8 9,30 10,96 100
Total 73 84,88 100

Unknown 13 15,12

Gen. Total 86 100

When the respondents’ working experiences in their associations are studied, it is found
that approximately 55% of them have been working in the same institution for more than

5 years.

Table 3: The Experiences of the Respondents of the Questionnaire (Year)

G. Total

86

100

20

Working Year Frequency % Valid % Cumulative %
Upto 5 Year 31 36,05 4493 44,93
Between 6-10 Years 16 18,60 23,19 68,12
Between —11-15 13 15,12 18,84 86,96
Years

Between  20-27 9 10,47 13,04 100

Years

Total 69 80,23 100

Not Respondent 17 19,77
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FINDINGS ACROSS PROFESSIONAL ASSOCIATIONS

This chapter looks at the 15 PAs across three criteria:

1) Does the PA have codes of conduct on its web-site?
2) Does the PA have an Ethics Commission in its organization structure?

3) Does the PA have professional ethic rules on its web-site?

Table 4 shows the distribution of the PAs according to the criteria stated above.

Table 4. The Distribution of the PAs According to Three Choice Criteria

Codes of Discipline/High Professional
PROFESSIONAL ASSOCIATIONS Pride/Ethics .
Conduct . Ethic Rules
Commission
Turkish Dental Association N/A Discipline Com. Available
Turkish Pharmacists Association N/A High Pride Com. Available
The Confederation of Turkish Tradesmen and Craftsmen | Available | Ethics Com. N/A
Union of Chambers of Turkish Engineers and Architects | N/A High Pride Com. N/A
Turkish Medical Association N/A Ethics&High  Pride |/
Com.

Turkish Veterinary Medical Association N/A High Pride Com. N/A
Union of Turkish Bar Associations N/A Discipline Com. Available *
Union of Turkish Public Notaries N/A Discipline Com. N/A
The Union of Certified Public Accountants and Sworn-in N/A Discipline/Ethics Available
Certified Public Accountants of Turkey Com.
Associati_om of the Insurance and Reinsurance N/A Discipline Com. Available
Companies of Turkey
The Union of Chambers and Commodity Exchanges of N/A High Discipline Com. | N/A
Turkey
Union of Turkish Chambers of Agriculture N/A N/A N/A
The‘ Assocwation of Capital Market Intermediary N/A Discipline Com. Available *
Institutions of Turkey
The Banks Associations of Turkey N/A Ethics Com. Available
erig;mral Union of Agricultural Credit Cooperatives of N/A High Discipline Com. | N/A

As we can see from Table 4, though it is a Constitutional obligation, only 1 organization
(The Confederation of Turkish Tradesmen and Craftsmen) of the 15 PAs has “public servants’
ethical rules” Union of Turkish Chambers of Agriculture is the only PA that has no codes of
conduct, High Pride/Discipline/Ethics Commission and professional ethical rules.

The study then looks in more detail at these issues in relation to the work of the Council of
Ethics for Public Service by asking:

Q1 Are the officers of the PAs subject to the Council of Ethics for Public Service
Regulation?



Q2
Q3

Q4

Q5

Are the members of the PA subject to their own code of conduct?

How do the codes of conductin Q2 compare to the Council of Ethics for Ethics for
Public Service Regulation? (for the 6 case studies these are presented in Chapter

5).

Is there an Ethics Commission and what does it do, and what does the PA do in
relation to training and awareness in their own code of conduct?

Is the code of conduct binding on members and how do they deal with breaches
- that is, what are their disciplinary procedures?

The results are given in Table 5 below.

One further theme was studied in relation to Question 5 — what sanctions can the PA use?
These are answered in Table 6.

professional
requirements

prepared and
established on
web page “Ethi-
cal Principles of
web pages of
dentists"to pre-
vent advertising
among dentists

Q1 | Q2 Q3 Q4 Q5
Disciplinary Process (Briefly) (Note 2)
1. Arrival of complaint from members or patients or di-
VES o rectly Chamber Board
(Commission Lo ; ) '
on Dental Ethics). 2. Explanation is requ]ed on the subject from the parties
Every other year by Chamber Board within 1 week
DA organizes a T 20, ImvestigaﬁoAnA starts and one of the members is desig-
Congress in ls- nates for examining to affair
2.1.1. Demand of the written defense and to give for this
TDA subject t?hbm ar)d qther defense at least ten days
: cities which is . '
to Medical cepareted 2 or 3 2.1.2. The member collects evidences, takes the testimony
Deontalogy pa thi- | ©On oath of whom he considers necessary and after de-
Regulation se|s§|ons on eth manding the pleadings, addresses the file together with
dated 1960 Carolfsessiiecfnor/j\lsoe a report to the Board. It is imperative that this report be
like Medical BA has 3 rﬁa a—' given in three months at maximum.
Association. ine (3 t?w 3. Decision by Board on not to open an investigation
YES | YES* | Therefore the | Z"¢ d)moT d.S 3.1.The complainant can make an objection to this deci-
language is pteg}o | INClUCinNg o o Central Board of Association in 15 days which
difficult to gn ilfsa \assté(:s follows the notification
understand MorevirgEtHics 3.2. Cental Board may decide to prosecute the complaint
and include Commislsion had OR may decide there is no ground for prosecution.
mostly 4. Decision to begin a prosecution and the report is given

to Disciplinary Committee and after the examination,
Committee gives the appropriate penalty

4.1.The person who subject to complaint can make an
objection to High Disciplinary Committee (HDC) in 15
days

4.2. HDC may accept the objection and send to the report
Chamber to examine it again; or refuse it and affirm the
judgment. The decision is definitive. Before the decision
made up, HDC may invite the related people for a meet-
ing.

15 * Dental Association (DA) subjects to Medical Deontology Regulation (1960 dated) similar as Medical Association but it is not mentioned at the
web page. Moreover, DA has not a specific (belong to dentists) but on the other both associations related to same law (Law no: 1219).

* English version: http://eng.tsrsb.org.tr/index.php?option=com_content&task=view&id=17&ltemid=168

** English version of rules can be found at this link: http://www.tspakb.org.tr/eng/DesktopDefault.aspx?tabid=339

Note 1: Professions including physicians, dentists and pharmacists are different when compared to the other professions because they have lessons
on medical ethics in curriculum of universities.

Note 2: All professional Associations' Disciplinary process is divided in two sections: Investigation and prosecution process. Chambers'Boards execute
the first process and Disciplinary Committee or Honor Committee execute the second process and decide on penalty.

Note 3:To get the right information on ethics studies of professional associations, phone calls made with the most related people on the subject. It
was communicated with 2 General Secretaries, 2 lawyers, 1 General Secretary Assistant, and 1 Former Head of the Ethics Commission.
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Table 5: ETHICS and the PAs

TURKISH DENTAL ASSOCIATION (TDA)

TURKISH PHARMACISTS’ ASSOCIATION (TPA)

PROFESSIONAL ASSOCIATIONS AND ETHICS

YES

YES (Deontology
Regulation

of Turkish
Pharmacists)

Deontology has some similar
articles with “Ethical Behaviour
of the Public Officials”such

as impartiality and integrity,
respectability and confidence.
Besides that keeping secret and
not making advertising is stated

There is no Ethics Commission
but has Higher Honor

Committee. TPA has “Pharmacy | Similar
Academy” which gives also process
vocational trainings on ethics. | with Dental
Morover, every year pharmacy | Association

ethics is spoken on the

Congress.

THE CONFEDERATION OF TURKISH TRADESMEN AND CRAFTSMEN

YES

NO

YES, TCTCC Ethics Commission
members have participated in
meetings arranged by Council
of Ethics for Public Service and
provided for the signing of the
Ethics Contact as stated in the
regulation by the staff of the
Confederation. The TCTCC has
begun to get the new staff as
well as the working staff sign
the contract

The Confederation has not a Disciplinary Committee
but Union of Chambers have. In order to understand the
disciplinary process we analysed istanbul Tradesmen
and Craftsmen Union of Chambers.

1. Arrival of complaint to Chamber’s Board.

2. Disciplinary Committee starts to investigation
following the complaint in 1 month and has to result in
3 months.

3.The penalthy has to be declared to notify the parties
in 10 days

4. A craftman or trademan may file a claim in the related
Administrative Court to void the penalthy in 15 days

UNION OF CHAMBERS OF TURKISH ENGINEERS AND ARCHITECHS (UCTEA)

YES

YES (Pro-
fessional
Behav-
jours
Principles)
butitis
not on
web page

They organize

symposiums,
confer-
ences on their
The com- profession.
poration Some of the
between sessions are
“Public Be- | belongto
haviour of professional
the Public behaviours
Officials” principles and
Regula- ethics. UCTEA
tion and also applied
professional | to Supreme
ethics can Court to void
be seen in Regulation on
Chapter 5. | the Principles
of Ethical
Behaviour of
Public Offi-
cials in 2005

Disciplinary Process (Briefly)

1. Complaint comes written or verbally

2. Chamber of Board of Directors' members examine the
situation and decide whether not to open an investiga-
tion or designates one of the members for examin-

ing the affair. That process shouldn't be more than 2
months.

3.The member collect evidences and gives 2 weeks to
defense him/herself written. All this process must be
done confidentially. After getting the defense document
the member must give the report to Chamber of Board
of Directors in max. 40 days.

3.1.The Board of Director may decide to prosecute the
complaint and Honor Committee give a decision on
penalthy according the situation.

3.1. Board may decide no to prosecute and send notifi-
cation to parties

3.2.The complainant can make an objection to this deci-
sion to Chamber Honor Committee in 15 days which
follows the notification

3.3. After examining the documents Honor Committee
may decide to open a prosecution or may refuse the
objection. In that case, the complainant can apply to
Higher Honor Committee. Honor Committee or Higher
Honor Committee has to give its decision in max. 2
months
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TURKISH MEDICAL ASSOCIATION

YES

YES (Ethi-
cal Prin-
ciples of
Physician
Profes-
sion)

The comparison
between "Public
Behaviour of the
Public Officials”
Regulation and
profession ethics
can be in Chap-
ter 5.

The principle is on the web page.
They organize symposiums, con-
ferences on the medical ethics.
Also in Association’s Magazine
there is spare one page belong

to Ethics Commission. Also TMA
published the documents of the
symposium on ethics declarations
which held 1998.

The same process as men-
tioned below. Just Cenral
Council, has to inform Ministry
of Health on their judgements
of temprorary and perminent
dismissal of doctors for the
implementation.

TURKISH VETERINARY MEDICAL ASSOCIATION

YES

NO

NO

The same process. The parties can make an objection to the judgement in 15 days
to Higher Honor Committee. If there is no objection, the judgement is implement-
ed. Honor Committee can make an application to expert on the issue.

NOTARIES UNION OF TURKEY

YES

The most
similar code
when compare
to Ethics for
Public Service

1. After deciding whether to prosecute or not by
Disciplinary Committee, the judgement is conveyed to
Local Attorney Generalship.

2.The parties can make a written objection to directly
to Ministry of Justice or do it by Notaries of Union of
Turkey in 15 days following the notification

Regulation. YES, itis 3. Ministry examine the files and gives a judgement
YES Except Articles | quite new. It | which is definite
(Notaries numbers 15, overviewed | 4. OR Ministry may decide to refuse the objection,
Codes of 17,18, 20, 21 the codes in that case the prosecution process is started by
Conduct) | and 22 on and Disciplinary Committee of Union
Regulation, published it | 5. Following the completion of the examination made
all the other by the prosecuting member and his consigning of his
articles are report to the Disciplinary Committee of the Notaries
including in Union of Turkey, if the notary public has demanded,
Notaries Codes the Committee decides that the examination be
of Conduct.

performed together with a trial. The trial is executed
secretly. The witnesses and experts are called

THE UNION OF CERTIFIED PUBLIC ACCOUNTANTS AND SWORN IN CERTIFIED PUBLIC

YES, The Union was
YES (Inde Decency and the first who published
endent recpect, integrity | Ethics Regulation in The same process with a few changes
P and impartial- Offical Gazette in 2007. P ) 9
account- . ) ) are as follows:
) ity, confidence, And established Ethics )
ants, certi- s . ; 1. Except the warning and censure
' responsibility Committee in 2008. ; -
fied public . penalties, all other penalties have to
to governmet, The Committee made . - .
accountants : X notify to Ministry of Finance
to collegues, to its first Congress in the S )
and sworn- . ) 2.0Objection by parties should be made
) . chamber and Forum held in April : S
YES | in certified . in 30 days to Disciplinary Board or
) to regulations 2009 to create awar- . o
public Higher Disciplinary Board
, | are some of the ness among members B
accountants . ) : 3. Chamber of Disciplinary Board has
- statements in on professional ethics X ) .
Principles . U to finalize the prosecution process in 6
) Accountants' principles. Further- ; . ;
which S : ) months following the notification
. Principles. Othe more, it was decided to ) )
profession X 4. Trial can be performed according
statements are arrange an independ- ;
memebers : . the parties demand
must obey) | VY unique to ent Congress that just
Y the profession professional ethics will
be discussed in 2010.
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THE UNION OF CHAMBERS AND COMMODITY EXCHANGES OF TURKEY

YES | NO

- given in the report

YES, it is quite new and more explanation is

Similar process with Dental Association

UNION OF TURKISH CHAMBERS OF AGRICULTURE

[ves [wo |

‘ NO ‘ There is no info about UTCA disciplinary process

THE CENTRAL UNION OF TURKISH AGRICULTURAL CREDIT COOPERATIVES

| Jves [no [

‘ NO ‘ Disciplinary process is implemented only for Association's officers.

UNION OF TURKISH BAR ASSOCIATIONS

YES, UTBA makes
some effort to
The compo- | create an awarness
ration bet- on professional
ween "Public | ethis among law-
YES Behaviour | vers. For example
(Profes- of the Public | “ethics”is spoken
YES cional Officials"Re- | at the conferences
Rules) gulationand | but not in regular
profession basis. UTBA gives
ethics can lessons on profes-
be seenin sional behaviours
Chapter 5. principles to intern
lawyers according
to regulations

Nealy same procedure but a few changes:

1. Giving 10 days for written defence

2. 15 days for objection on the decision of not to
prosecute to Union of Turkish Bar Association. If the
Association refuse the objection the judgement
report is sent to Ministry of Justice

3. If the decision is open to prosecute, then Dis-
ciplinary Committee gives a judgment and inform
Attorney General.

4.The objection by Attorney General or complainant
can be made to Union of Turkish Bar Association in
30 days

5.Trial can be made while deciding on serious pe-
nalties according to demand of lawyer or directly.

THE ASSOCIATION OF CAPITAL MARKET INTERMEDIARY INSTITUTIONS OF TURKEY

(ACMIIT)

Confidentialit YES. ACMIIT has a Ethics Commission Similar process with

conflict ofinfyl regarding Ethics for Public Service AIRCT but Disciplinary
YES** terest actin Regulation. Accoring to request from Committee makes the
(Professi- honeétl ang Council of Ethics for Public Service inspection, gets the
onal Rules fai Y ACMIIT, established Ethics Commission defense in 15 days,

; airly, transpa- A
Which rency are similar and prepared an annual report and sent | collect evidences
Members stateymems com- to Council. Also, Commission made and gives its desicion.
Shall : training plan on ethics to its officers. The report is given
YES pare to Ethics for 4 : :

Comply Public Service Regarding the professional code, ACMIIT | to Board of Directors
with While Other stateménts established it in 2001 and shared with for approval. The
Perfoming are belona to members. Also ACMIIT organized concerned parties
Their Capi- rofessiongsuch symposiums and meetings to create may object to the
tal Market gs fAahting with awarness on professional rules. Morever, | resolutions of the
Activities) momge Ia?mde— ACMIIT published booklets on the Board of Directors

in Y issue and delivered to members on the within 10 business

9 meetings. days
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THE BANKS ASSOCIATIONS OF TURKEY

YES*** (Code
of Banking
Ethics)

YES

The
comporation
between “Public
Behaviour of the
Public Officials”
Regulation and
profession ethics
can be seenin

YES, Ethics Commission works
like Disciplinary Committee

in way that inspects written
applications on unethical
behaviours of members. The
Commission discuss the every
aspects of application and
give a decision. Recently, Draft

There is no Disciplinary
Committee or Honor
Committee but Board of
Directors is in charge of
disciplinary process.

Chapter 5.

Ethics Regulation of Banks
Association has preapered.

ASSOCIATION OF THE INSURANCE AND REISURANCE COMPANIES OF TURKEY (AIRCT)

YES*
(Insurance
Ethical
Principles)

YES

Integrity and
impartiality,
respectability

and confidence,
transparency, respect
for human rights, social
responsibility, respect
for environment are
general principles of
professional code.
Others are belong to
profession practices
such as keeping secrets
of customers or fair
competation

There is no info on Ethics
Committee on the web page but
we learnt that AIRCT has a Ethics
Commission regarding Ethics

for Public Service Regulation.
Accoring to request from Council
of Ethics for Public Service AIRCT,
established Ethics Commission
and prepared an annual report
and sent to Council. Also a
presentation on ethics made to
AIRCT's officers cooperation with
TESEV and other partners.
Furthermore, Insurance Ethical
Principles was discussed with
members and finally established.
But AIRCT has not a plan or
strategy in relation to disseminate
their professional principles.

1. Demand of the
written defense from
the company and to
give for this defense at
least ten days

2. Disciplinary Board
make the prosecution
listening to both
parties.

3. Disciplinary

Board finalize the
prosecutionin 1
month and notify the
Board of Directors
*There is no

Higher Disciplinary
Committee as the
Asssociation is located
just in Istanbul and
the members are
companies

ELECTRICAL ENGINEERS CHAMBERS (EEC)

YES (Professional

The comporation
between “Public
Behaviour of the Public

YES, EEC gives necessary trainings to
its members. During all the courses,

there is a separe session on the

The same process

Behaviours Officials”Regulation subject of professional ethics. EEC also like UCTEA
Principles) and profession ethics gives written “Professional Codes of
can be seen in Chapter | Conduct”to members to be signed at
5. the end of the trainings.
Table 6: the Disciplinary Penalties available to the Professional Associations
PROFESSIONAL
ASSOCIATIONS DISCIPLINARY PENALTIES
TURKISH DEN- Temporary Dismissal (bet- El(i%srrfwi?ae\r#om
TAL ASSOCIA- | Warning | Censure Fine porary
ween 1 and 6 months) the chamber
TION )
location
Temporary
TURKISH Dismissal Permanent dismissal from
PHARMACISTS’ | Warning | Fine (between the chamber location
ASSOCIATION 3and 180 !
days)
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THE CONFE- Long-term
DERATIN OF Temporary Dismissal (bet- disr‘r?issial (Bet-
TURKISHTRA- | Warning | Censure Fine ween 1 ar%ld 6 months) ween 6 months-
DESMEN AND 5 )
CRAFTSMEN years
UNION OF Temporary
CHAMBERS OF Dismissal Permanent Dismissial from
TURKISH EN- Warning | Fine (Between 15 the Chamber
GINEERS AND days and 6
ARCHITECHS months)
Temporary
TURKISH ME- Dismissal Permanent dismissal from
DICAL ASSOCI- | Warning | Fine (Between 15 the chamber location
ATION days and 6
months)
TURKISH VETE- B?S”:nﬁ;r;ry
RINARY MEDI- Warning | Fine (Between 15
CAL ASSOCIA-
TION days and 6
months)
Expulsion from
THE UNION the profession
OF CERTIFIED (The licence of
PUBLIC AC- Temporary the member of
COUNTANTS Reproach Dismissal Cancellation of the“sworn- | the profession
AND SWORN Warning (censure) (between 6 i title is cancelled and
IN CERTIFIED months and authorization to
PUBLIC ACCO- 1 year) perform profes-
UNTANTS OF sional operati-
TURKEY ons are denied
for ever)
NOTARIES L )
UNONOF | varng | Cersure | e | [P STl et Gouin o
TURKEY P
ASSOCIATION
OF THE INSU-
RANCE AND Warnin Censure
REISURANCE 9
COMPANIES
OF TURKEY
THE UNION discharge fiom
OF CHAM- Assoda%ion
BERS AND Warning | Censure Fine Temporary Dismissal (bet- Membership
COMMODITY ween 2 and 12 months) and Commerce
EXCHANGES : )
OF TURKEY registration(5
years)
UNION OF
zldil!(\lllngRS OF Information is not reached
AGRICULTURE
THE ASSO-
CIATION OF Permanent
CAPITAL ReDri- Temproray discharge from As- )
) epri ' L - discharge from
MARKET IN- Warning mand Fine sociation Membership (max. Association
TERMEDIARY 6 months) Membershi
INSTITUTIONS P
OF TURKEY
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THE BANKS
ASSOCIATIONS
OF TURKEY

Fine

THE CENTRAL
UNION OF
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CREDIT COO-
PERATIVES

Disciplinary process is implemented only for Association’s officers.

UNION OF
TURKISH BAR
ASSOCIATIONS

Warning

Censure
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Temproray dismissal (3
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the profession
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Serious
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Temporary Dismissal (Between
15 days and 6 months)
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discharge from
Association
Membership or
Expulsion from
the profession
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PROFESSIONAL ASSOCIATIONS AND ETHICS

THE ANALYSIS OF SECONDARY DATA AND INTERVIEWS IN
TERMS OF SELECTED PAs

INTRODUCTION

This chapter focuses on a more detailed analysis of 6 PAs, using the secondary data and
interviews outputs. The analysis focuses on five areas:

1. The Association

The Relationship between Legal Framework and Ethics
The Association and BAT and Ethics

Studies on the Subject of Ethics

vk W

Disciplinary Actions
BANKS ASSOCIATION OF TURKEY (BAT)

The Association

BAT was established in 1958. It represents the banks of deposit and banks of development
and investment which are active in Turkey. The Association aims to defend the rights and
interests of banks, promote the growth and effective functioning of the banking sector,
secure the development of the banking profession and enhance the competitive power
of banks. The decision-making body of the association is the General Assembly and the
executive body is the Board of Directors. Three banks are elected by the General Assembly
as auditors, amongst the banks which are not represented in the Board of Directors by
secret ballot. The Auditors, who serve for a term of two years, examine all the accounts and
transactions of the BAT. However, the financial audit of the association is conducted by an
independent auditing organization. The Association does not have the power to examine
and audit the member banks; however, the Banking Regulation and Supervision Agency
(BRSA) audit banks and other organizations that have been included in the Act, and their
activities.

The Head Office of the BAT is in Istanbul and it does not have any other organization in
other cities. All banks operating in Turkey are obliged to become members of the BAT. In
total, 45 domestic and foreign banks are members of the BAT.

The Relationship between Legal Framework and Ethics

The BRSAis aregulatory authority for banks. The BAT has divided the regulations concerning
banks as “Basic Regulations”and “Professional Regulations” The first Basic Regulation is the
2005 Banking Act #5411. Other acts unique to this sector such as Bank Cards and Credit
Cards Act are included in this category. Amongst Professional Regulations are “Code of
Banking Ethics” and “Principles and Requirements Governing BAT Member Banks” which
are made by the Banks Association. Section 7 of the 2005 Act states the legal obligations.
According to this section, Banks and their employees are obliged to keep professional
secrets (Article 73), protect the reputation of the bank (Article 74) and comply with
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the principles of banking ethics (Article 75). According to article 81 of the Banking Act,
in the case of non-compliance of members with the general or specific decisions and
measures of the Association, either fully or on time, the Board of Directors may impose an
administrative fine from two thousand TL to twenty thousand TL.

Written official applications concerning ethical questions relating to members, will be
evaluated by the Banking and Research Group before being seen by the Board of Directors;
if the subject is technical it will go to the Technical Works Committee or if the subject is
legal it will be discussed in the Board of Legal Councils. The Board of Directors will consider
the evaluations and if it sees necessary, will send an official notice to the member bank.

The BAT within the framework of its mission (which may be expressed as the protection
of its member’s rights and interests) gives great importance to the protection of the
reputation of the banking sector. It strives to protect the balances in the sector, analyze
conflicting interests and follow closely the regulations made in the field of banking. It
must be emphasized that the imposition of sanctions on banks should not be compared
with banning a doctor from practicing his profession, since damage to a banks reputation
would affect the whole sector and consequently the economy of Turkey. On account
of this, the Association tends to keep the relations with member banks in balance and
gives notice when necessary to protect the sector without supporting the member. For
example, an advertisement of a bank may damage the reputation of a rival bank or the
reputation of the sector. In this case, the Board of Directors gives necessary notice and
secures the suspension of the advertisement.

The BAT has stated that there are some factors that complicate the compliance with the
Code of Banking Ethics, the main obstacle being the continual change of banking laws.
The members have difficulty in following these changes and there are also gaps in the
laws. The issuing of ethical principles are not enough, they need to be implemented in
practice.

BAT and Ethics

The BAT has placed its studies that can be classified within the framework of ethics in its
web-site under the heading of “Good Practice in Banking”. These regulations are “Code of
Banking Ethics’, “BAT Ethical Commission Code of Principles and Procedure of Conduct”
and “Principles and Conditions Governing Advertisements and Promotions of Member

Banks of the BAT".

The background to the Code of Banking Ethics comes when an Ethical Principles Working
Group was established within the BAT, in order to determine ethical principles and present
them to the Board of Directors. The aim of the establishment of the Working Group was
stated as “"the protection and development of trust towards the banking sector”. During
the interviews however, they drew attention to the fact that the first studies concerning
ethical principles beganin 1997-1998 and the inspirational element was the “Ombudsman”
principles of North Europe Countries. Other influencing factors can be listed as follows;
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e Thestrongrelations withthe International Union of Banks and the European Banking
Federation, following up the developments of the European Banking sector and
the fact that ethical principles were on the agenda at the time in Europe

e Especially, the discussions on the ombudsman system, the influence of the Greek
ombudsman system

e The BAT administrations’ willingness to develop the banking sector and to initiate
new studies.

During the determination of ethical principles, the BAT examined the ethical principles of
European Banks. The studies conducted by the BAT Banking and Research Group, which
was composed of members of nine different banks, have been on the agenda many times.
Finally, these studies bore fruit and the proposal was accepted on 20 September 2001 and
the BRSA ratified it on 15 November 2006. The reason for the BRSA's late ratification was
shown as the studies on restructuring after the 2001 crisis and the fact that the sectoral
priority order was quite different at that time. The 2005 Act was greatly affected by the
studies of the Banking Association on Ethical Principles and a regulation was made to this
effect (Article 75). When we compare the Principles of Ethical Behavior of the Public Officials
and Code of Banking Ethics, we see several common expressions. The main difference
between them is that in the bank employees we see the sense of providing good service
to the customer by taking into account the profit, instead of a public personnel’s sense of
providing services to the public. Table 7 compares two ethical behavior principles article
by article. For those articles which not matched with the Principles of Ethical Behavior of
the Public Officials is left blank.

When comparing the laws of other professional organizations within the scope of the
research with the Banking Act, it can be seen that the only law emphasizing the institutional
administration principles (Article 22) and ethical principles (Article 75) is the Banking Act.

The BAT Board of Directors decided to establish an Ethical Commission on 6 May 2008 in
order to implement ethical principles effectively; evaluate the complaints of corporate
clients and complaints of Banks regarding each other. The Commission, which was formed
to serve for a period of one year, consists of 5 original and 3 associate representatives of
member banks which are chosen by the Board of Directors of the Association.

The Ethical Commission does not have functions such as giving opinion or doing research;
it only examines the written applications concerning the members' acts and practices
violating the ethical principles of banking. Firstly the Commission discusses the subject in
detail and reaches a decision. The Commission finishes its examination within 3 months at
the least and the decision reached is sent to the General Secretary. The General Secretary
sends the applications which have been found in violation of ethical principles to the Board
of Directors; the applications which have not been found in violation of ethical principles
will be transmitted in writing to the parties. It has been confirmed that there has been one
application to the Ethical Commission up to now. It is considered that as in the formation
of Ethic Principles, in the formation of the Ethical Commission the effective factor was
not the laws, but the result of the institutions following the developments and efforts
to increase the trust in the banking profession rising from the institutions organizational
culture.
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Studies on the Subject of Ethics

During the interviews, the following applications have been expressed which may
be evaluated within the framework of ethics: The studies of the Customer Complaints
Arbitration Committee and the “Long Live Baby” Social Responsibility Project. The BAT's
“Long Live Baby" Project, is the only social responsibility project made by a Professional
Association. It is said that the aim of this project is to procure complete and sufficient
medical attention for babies.

According to the published Activity Report of May 2008, the BAT Education and Research
Group has not organized any education that can be called “ethical”among its courses and
seminars. However in the interviews it was confirmed that they had education on ethics
on their agenda. The Education and Research Group with the cooperation of the Financial
Crimes Investigation Board (FCIB) has prepared regional seminars in several cities on the
subject of "Act concerning the Prevention of the Laundering of Crime Revenues” under
the title of “Conferences and Regional Education”. One of the studies which the BAT has
completed recently is a study of a draft concerning a By-law on Ethics for themselves.
Moreover, the ethical principles of the private sector organizations have also been
examined in this framework and it has been stated that clearer expressions have been
used.

It has been determined that in this framework they would conform to the By-law
concerning the Principles of Ethical Behavior of the Public Officials and Procedure and
Grounds for Application to a great extent, but would make changes on certain subjects.
These are as follows;

e Declaring ones assets (Article 22) is to be removed as not being compliable with
the BAT,

e Conflict of interest being a general expression needs to be made clearer,

e Only symbolical gifts are given to them, which are put on show in the chairman’s
room and said to be a fixed asset, moreover, only inexpensive but symbolic gifts
relating to the BAT were taken on trips abroad; this fact would lead to the BAT
acting differently from public institutions regarding the giving and receiving gifts,

e Expressions concerning the use of public domain and sources should be revised in
the form of “Association domain and sources”.
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Table 7. A Comparison of Code of Banking Ethics and the Principles of Ethical Behavior of the

Public Officials

PROFESSIONAL ASSOCIATIONS AND ETHICS

Association of Banks

Council of Ethics for Public Service

General Requirements

a) Honesty: Banks, during their operations stick to
the honesty principle in their relations with their
stakeholders

Article 9: Integrity and impartiality

b) Impartiality: No discrimination towards customers
and employees

Article 9: Integrity and impartiality

¢) Reliability: Banks should offer clear,
comprehensible and correct information to their
customers in time with complete manner

Article 7: Compliance with the service standards
Article 10: Respectability and confidence

d) Transparency: Banks should inform their
customers in an open, easily understandable and
clear way.

Article 19: Notification, transparency and
participation

e) Observing social benefit and respect to
environment

f) Fighting with laundering of crime-originated
assets

g) Insider trading

Banks’ Relations with Public Organizations and
Institutions

Article 4: Banks, during their relations with

public organizations and institutions, should

act in observance of the principles of honesty,
accountability and transparency, and show the
utmost care for the correct, complete and timely
communication of the information documents and
records the public organizations

Article 9,7,10,19, 12

Article 5: Exchange of information should carry out
between each banks accurately and systematically

Article 6: Personnel behaviours and fair competition
on the employment of the personnel

Article 7: Competition shoul be fair and in
compliance with the laws

Article 8: Advertisement and announcements: Banks
should act honestly, realistically, and in compliance
with legal regulations and with the general

moral principles during their announcements,
advertisements

Relations of Banks with Their Customers

Article 9: Banks provide accurate, complete and
timely information to their customers regarding all
kinds of products and services

Article 5: Consciousness of public service in
performance of a duty

Article 19: Notification, transparency and
participation

Article 10: Secrets of customers

Article 11: Service quality

Article 5: Consciousness of public service in
performance of a duty
Article 6: Consciousness of serving the community
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Article 12: Customer coplaints: Banks should
establish a system in order to respond all and any
kinds of questions of their customers

Article 13: Security: Banks should take all technical
and legal measures required for ensuring transaction
security in all service mediums, a requirement
further highlighted by newly-developed services
and changing service channels prompted by
technological improvement and electronic banking.

Relations of Banks with Their Employees

Article 14: General employee requirements: Banks
should be aware that they should show due
diligence in order to ensure that their employees
possess the knowledge, background and a sense of
responsibility

Article 15: Employement and career development:
Banks should offer equal possibilities to their
employees without any discrimination in terms

of both during their recruitment and during

their career development. They should take into
consideration the commitment to banking ethics
during the promotion decisions of their employees

Article 16: Representation and Working Environment

Article 17: Working hours: Banks show utmost
efforts for preventing overtime work and for their
employees use their annual leaves regularly.

Article 18: Relations of Employees with Customers:
Banks should prevent of their employees from being
involved in relations with the customers can not

be explained under ethical principles, accepting
presents and deriving personel benefits

Article 13: Avoiding conflict of interest

Article 14: Not using the duty and authorities to
derive benefits

Madde 15: Prohibition of receiving gifts and deriving
benefits

Article 19: Employees'Rights

Professional Rules and Ethical Principles The
Bank Employees Should Comply

Article 20: Bank employees are required to comply
with the following obligations

a) To comply with the applicable laws and
regulations

Article 7: Compliance with the service standards

b) To inform their customers about the benefits and
risks of the products and services offered to them

Article 6: Consciousness of serving the community

¢) To offer unbiased and fair service to their
customers receiving the same services

Article 9: Integrity and impartiality

d) Not to disclose the secrets of their customers

e) Not to cause any loss of reputation of their bank
during their works and attitudes

Article 8: Commitment to the objective and mission

f) Not to be engaged in any activity that can be
classified as “Commercial Enterprise” or “Merchant
Enterprise”

g) Not to behave in contradiction with the principles
of justice, integrity, honesty, reliability and social
responsibility

Article 9and 10
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h) To cooperate with other employees for common
purposes through building a courteous and diligent | Article 11: Decency and respect
communication

1) Not to use the bank’s assets and resources

unproductively and outside the designated purpose Article 16: Making use of public domain and sources

Article 14: Not using the duty and authorities to

j) Not to derive any personal benefits derive benefits

k) To refuse all such benefit offers immediately and
to inform such offers to the competent authorities Article 12: Notification to the competent authorities
and to their superiors

Article 13: Avoiding conflict of interest
Article 14: Not using the duty and authorities to
derive benefits

[) Not to be involved in relations with the customers
which do not correspond with ethical principles

m)Not to accept presents from the current or Article 15: Prohibition of receiving gifts and deriving
potential customers benefits

n) To be aware of his accountability regarding the
duties assumed during the performance of the
services

Article 19: Notification, transparency and
participation

o) Not to assume any position in any private

and public organization other than associations,
foundations, cooperatives, and similar organizations
without the approval of his bank

The BAT has stated that they were in the restructuring process relating to ethics principles
which they consider should be shared with employees and so they hoped to prepare
education and seminars on the subject.

The Banks Association has no formal code. Up to now, it has been expressed that they had
no need for ethical principles for their personnel and everyone knew very well what they
had to do. The BAT web-site has stated that "Basic Values” have a close relationship with
ethics and that employees are aware of these values in their work. The basic values of the
BAT are as follows:

to defend the mechanism of the free market, to conform to regulations, loyalty to
principles, honesty and reliability, transparency, behaving justly, being reasonable
and realistic, economizing and productivity, to be open to innovation and change,
respect for the individual and human rights, to value knowledge and expertise,
supporting each other and sharing, social responsibility and environmental
awareness.

Disciplinary Actions

There is no Disciplinary or Honor Committee within the body of the BAT. The Board of
Directors is obliged to make a disciplinary decision. The BAT has the power to sanction, but
does not have the power to audit. The power to audit belongs to the BRSA. The BRSA gives
administrative fines to corporations and to real persons when they do not comply with the
Banking Act. The Banking Act in its “Crimes” section states that, a penalty of imprisonment
and a money penalty should be given for crimes such as “operating without a permission,
not taking correcting, improving and limiting precautions, making false statements, not
recording actions, entering false knowledge into accounts, harming reputation (Article
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158), declaring professional secrets (article159), embezzlement (Article 160)"The BAT is
obliged to give only the administrative fine stated in its statute. The fine given is recorded
as a source of income for the TMSF.

It has been ascertained that up till now no fine has been given to a member by the
BAT Board of Directors. It is stated that even if there is gossip about a bank, the whole
economical system can be affected, so they have to be very sensitive and careful.

THE CONFEDERATION OF TURKISH TRADESMAN AND
CRAFTSMEN (TCTTC)

Regarding the Confederation

The TCTTC is a professional association which has the most members and the most wide-
spread organizational network in Turkey. Its duties, powers and responsibilities are stated
in the 2005 Professional Associations of Tradesmen and Craftsmen Act (#5362). The TCTTC
continues its operations in affiliation with the Ministry of Industry and Commerce. Its
organs are the Board of Directors which consists of 15 members, the Auditing Commission
which consists of 5 members and the Office of the General Secretary.

It is alleged that the organization of Tradesmen and Craftsmen is based on the Akhism
culture which is committed to certain rules and was founded by Ahi Evran in the 13th
century in Anatolia. Akhism was an organization which ensured the training of the people
resident in Anatolia between the 13-19th centuries, in the fields of arts and profession; it
improves the people morally and regulates the working life by following the good virtues
of mankind.

The TCTTC currently has country-wide organizational structure with its 13 Sector
Occupational Federations, 82 Tradesmen and Craftsmen Union of Chambers and 3171
Local Occupational Chambers. The TCTTC which is the higher organization of the chambers,
federations and unions has been examined within the scope of this study. However, as
regards the functioning of the Disciplinary Boards, Istanbul Chambers of Tradesmen and
Craftsmen Union have been included in this study. Interviews have been made with
both organizations. The membership of all federations and unions to the confederation
is mandatory. The membership of Tradesmen and Craftsmen to the Chambers is also
mandatory.

The Relationship between Legal Framework and Ethics

Both the former Tradesmen and Craftsmen Act and the current Tradesmen and Craftsmen
Professional Associations Act have been constituted as representing the Akhism culture.
Amongst the aims of the latter Act is “ensuring the honesty and trust in relations between
the members of the profession with each other and with the public, protecting the
professional discipline and ethics”.

The power to audit its members is one of the duties of the Chamber Board of Directors
(Article 11, (I) clause) under the framework of the TCTTC. Accordingly, besides the goods
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produced and the quality of services behavior in violation of professional practice is
audited; written notice is sent to related persons; in case of repetition the case is sent to
the Disciplinary Board. Even if the TCTTC has a questioning manner concerning the public
character of their organization, Istanbul Chambers of Tradesmen and Craftsmen Union
accepts that article 135 of the Constitution has regulated the organization as a public
professional organization.

As a result of the interviews, it has come to our attention that the TCTTC has a position of
a strong non-governmental organization (NGO). It is thought that each country should be
evaluated according to its own special conditions. With its widespread organization the
TCTTC is seen by its president as one of the seven biggest NGOs in Turkey.

The TCTTC and Ethics

The TCTTC does not possess general professional principles or ethical principles relating to
its own chamber, union, federation and members. When we examine the reasons for this
the following factors have been found:

1. The existence of values from Akhism culture: Akhism which is an organizational
culture of tradesmen and craftsmen is founded on principles such as honesty,
not telling lies, not to attempt fraud, being of good moral character. In short, the
tradesmen and craftsmen have an ancient Akhism tradition which is unwritten but
has been transferred from generation to generation. The organization is based on
four basic principles which are "Mind, Ethics, Science and Work”.

2. The tradesman has to comply with certain principles or he will not be able to do
trade. On the other hand, a tradesman who is not ethical or honest will lose his
customers in any case.

3. It is natural that the Bar Association or Medical Association has professional
principles. The profession is medicine or law and it is only one profession. However,
when we say tradesmen and craftsmen we are talking about a very wide range of
professions. 491 different professions such as taxi drivers, bakeries, tailors, jewelers,
are within the scope of this term. It is impossible to draw up the ethical principles
of each of these professions, but in general ethical principles of tradesmen and
craftsmen can be drawn up and this should be the task of the Confederation.

The TCTTC draws the attention to the fact that although the publication of ethical principles
are appropriate and useful, it is more important to put into practice ethical behavior in the
profession; and it is only in this way that bribery and corruption in the public sector can
be prevented. It is alleged that honesty and ethical behavior should be taught and made
a habit by education under the name of how to become a good citizen, starting in their
early years during primary school.

In 2008 the TCTTC established the Ethics Commission consisting of 3 people which works
in the Confederation. It publishes on its web-site its members, their contact information
and the Principles of Ethical Behavior of the Public Officials. Moreover, the TCTTC Ethics
Commission Annual Report is also published on the web-site according to the official
correspondence of Council of Ethics for Public Service
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Among the studied professional organizations, the TCTTC is the only organization which
gives a place to the bye-law on the Principles of Ethical Behavior of the Public Officials on
the front page of the web-site, instead of placing it under “legislation’”.

The TCTTC Ethical Commission members have participated in meetings arranged by
Council of Ethics for Public Service and have provided for the signing of the Ethics Contact
as stated in the Bye-law by the staff of the Confederation. The TCTTC has begun to get the
new staff as well as the working staff signs the contract. Moreover, the TCTTC has written
to its subsidiary organizations, namely the federation and the unions, for them to establish
“Ethical Commissions”.

It has been alleged that the TCTTC Ethical Commission is not working actively and that
the support of the Council of Ethics for Public Service is anticipated. The most important
reason for this is the criticisms that they have made about the Council of Ethics By-law,
and the Council of Ethics. The TCTTC has reviewed the subject taking into account the
objections made by the affiliates, they have informed the Ministry of Industry and Trade,
but the Ministry has decided that they should be considered within the scope of the Act.
The criticisms that have been determined during the interviews have been categorized
and listed below:

1. Although the Council of Ethics Act does not include the expression professional
associations, in the annex to the bylaw there is an expression that states that it
is included. Therefore, an expression which is not stated in the statute cannot be
added by a regulation.

2. Article 22 of the By-law is not valid for its members. The by-law is in contradiction
with the regulations that it is subject to.

3. The by-law was drawn up very quickly and the expressions are not clear. For
example, the rights and limits of the Ethics Commission members have not been
stated. Another example, if they report violations of ethical behavior within the
organization, will their jobs continue to be secure?

4. Itis stated that the Ethics Commission should be composed of at least three people,
but in some organizations there is only a total of 3 officials

5. The Ethics By-law should include everyone; this includes the President of the
Republic, the Prime minister and the Members of Parliament.

6. Council of Ethics for Public Service members must be fully independent and
impartial.

7. The TCTTC Ethics Commission has expressed that they have conducted the works
stated in the Council of Ethics By-law and published them on their web-site, since
they find the work done to be valuable. They said that they support this kind of
work, but have doubts about some issues.

Studies on the Subject of Ethics

The TCTTC has expressed that they are very sensitive about receiving gifts; they stated that
each gift is registered and is displayed in the TCTTC Building. According to the study, the
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TCTTC has not given any training and has not organized a seminar or symposium under
the heading of ethics.

For those working at the TCTTC and the Chamber, Union and Federation there are Staff
Bye-laws which regulate issues such as staff recruitment, work procedures, promotion
and disciplinary penalties. In the context of the obligations of employees in both by-laws,
“prohibition of securing interest” (Article 23) and “prohibition of telling secrets” (Article 24)
are noted.

Employees are warned when they commit ethical violations, but until now on this
subject there has been no trouble. However, it has been stated that some precautions
have been taken to avoid abuse. For example, telephone conversations are recorded at
the end of the month it is required that the employees should mark special conversation
on the invoice and this amount is deducted from their salary. In the same way, in order
to prevent employees from coming to work late or leaving work early a control system
has been established. Generally it has been expressed that there have been no ethical
problems among the employees and the managers show exemplary behavior as regards
the employees.

Disciplinary Actions

TCTTC does not execute disciplinary fines for members in its own organization. Among
the Confederation, Union, Federation and Chambers there are only disciplinary boards in
the Unions. Under the framework of the TCTTC, as in the other organizations, there is no
appeal authority such as the Higher Disciplinary or Higher Honor Committee.

The Disciplinary Committee of Istanbul Chambers of Tradesmen and Craftsmen Union is
composed of 5 persons including the president. The Committee starts investigating the
matter within 1 month upon receiving the written complaint from the Union Board of
Directors and gives its decision within 3 months. Complaints are generally transferred by
the Chambers to the Union Board of Directors. The penalty given by the Committee to a
member will be served on the interested parties within 10 days. The tradesman can file
an action in 15 days to the competent Administrative Court to quash the given penalty.
However it is stated that up to now, the Committee has given appropriate decisions and
the objecting tradesman or craftsman have always lost their case. The decisions of the
Disciplinary Committee are legally binding and the member has to comply with it.

The Disciplinary Boards do not publish the penalties given in a publishing organ or on
the web-site. However, it is expressed that the penalties given are heard spontaneously
among the members and the penalty is recorded in the members file in the chamber.

One of the biggest problems which is frequently expressed and that gives difficulty to the
Disciplinary Boards when taking a decision is that the tradesman stated in the Act (Article
6), who should be a member, may be a member of the Chamber of Commerce.
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TURKISH UNION OF CHAMBERS AND COMMODITY
EXCHANGES (TUCCE)

Regarding the Union

The TUCCE, was founded by the 1950 TUCCE Organization Act (#5590) was changed by
the 2004 TUCCE and Chambers and Commaodity Exchanges Act (#5174). The TUCCE which
is a Higher Professional Association is the highest legal representative of the private sector
in Turkey. The TUCCE is affiliated with the Ministry of Industry and Trade. The Board of
Directors is composed of 15 members, including the president.

Under the framework of TUCCE there are Commercial Chambers, Industrial Chambers,
Commercial and Industrial Chambers, Chambers of Marine Commerce each with a
corporate identity and Commercial Commodity Exchanges which have public corporate
identity. In the Union there are a total of 365 chambers and commodity exchanges. Over
one million two hundred thousand firms are recorded to these chambers and commodity
exchanges from different sectors and different sizes.

The TUCCEs organs are: the General Assembly, Councils of Chambers and Commaodity
Exchange, Board of Directors and Higher Disciplinary Board. Enrolment to the chambers
and commodity exchanges are mandatory as it was with the TCTTC (Article 9). The Union
Board of Directors is obliged to solve disputes arising between chamber and commodity
exchange members. The General Secretary is the disciplinary and supervisory officer for
the staff. The units within the body of the TUCCE are affiliated with the General Secretary.

The Relationship between Legal Framework and Ethics

In the Act, the first duty of the chambers (Article 12a) has been determined as “to protect
and develop professional ethics, discipline and solidarity, to try to develop trade and
industry, appropriate to the public interest” The same expressions are to be seen in the
definition of chambers in the Act (Article 4). As such the aims of the chambers of TCTTC
and TUCCE are very much alike and professional ethics are often mentioned. In the Act,
there are no provisions which can be evaluated in the framework of “ethics” which state
the obligations of members as in the Banking Act. However, in the definitions of chambers
and union “the protection of honesty, professional discipline, ethics and solidarity” have
been emphasized (Article 54). According to the Act the Union has the power to conduct
legal actions such as giving social benefits, establishing schools and classrooms, giving
scholarships, founding companies and trusts, making compulsory purchases, buying and
selling movable goods and real estate. It is an organization which has the broadest field of
activity among the other public professional organizations which were studied.
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The TUCCE and Ethics

The TUCCE and its lower structure do not possess ethical principles or professional
principles which shape the behavior and the work relationship of merchants. When it is
questioned why the merchants do not possess professional principles, the TUCCE stated
that it would be desirable to form principles, but that it was more important to establish
ethical culture. The TUCCE thinks that ethical education should be established starting
from infancy coming from parents and continuing throughout school.

In the meeting of the Board of Directors of March 2009 it was decided to establish an Ethical
Commission. The TUCCE's objections to Council of Ethics Regulation show similarities to
the previous PA. The subject was taken to the Undersecretary of the Prime Minister's Office,
the undersecretary found the arguments justifiable, but they were unable to get a decision
in their favor. The TUCCE Ethical Commission which is composed of three members was
established by a by-law which they do not accept. It is stated that there is a legal problem
in this matter and that the objections should not be perceived as not being ethical as with
the TCTTC. There are criticisms that the Ethical Commission is not impartial and it will not
function for very long and that the By-law does not include everyone.

Although the upper administration has doubts concerning the studies on the subject of
ethics, the lower administration supports the work done in this area. It is thought that the
work will be speeded up after the meeting of the General Assembly in which elections
will take place. They have stated that they will train the chambers and the commodity
exchanges in this framework and give information on establishing an Ethics Commission.
Another criticism made at this point is that the Commission works with a small permanent
staff and that they have to work overtime in order to accomplish this work.

Studies on the Subject of Ethics

The TUCCE has stated that they are very sensitive about not receiving a material benefit
and taking/giving gifts. The TUCCE publishes all gifts received by the organization annually
under the title of “Gifts, Awards and Rewards”. The books are placed in the web-site. In
addition, the TUCCE exhibits the gifts received (such as kilims, silver objects, etc) in the
first floor of its building.

The TUCCE does not give any education that may be considered under the title of “ethics”
either in its orientation trainings or in-service training. There are no means to reward the
ethical behavior of the staff. However, the persons who show outstanding success are
awarded. There have been no courses, seminars, etc. for the staff concerning ethics. The
unethical behavior of staff is sanctioned by taking into account the 1983 TUCCE Personnel
By-law. The by-law explains the staff policy and basic principles. If the General Secretary
decides to open a disciplinary investigation concerning one of his staff, he will send the
matter to the inspector in writing. The inspector takes the defense of the staff member,
prepares a report on the matter and suggesting a penalty sends it to the General Secretary.
However, generally, if a behavior violating ethics is noticed, initially the superior will warn
the staff member verbally. It is said that the complaints that are received by the Office of
Personnel Affairs are mostly related to incompatibility between people.
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The 1994 Internal Personnel By-law, which was based on 1983 Personnel By-law, states
among the duties and responsibilities of union staff (Article 5) to work with mutual
affection and respect, to avoid behavior that damages the reputation of the organization,
to perform his duties accurately and according to the principle of impartiality, not to cause
damage to the union.

It has been stressed that even if the TUCCE does not have written ethical principles,
the organization has an ethical culture and especially the managers are very sensitive
concerning ethical matters. The factors that ensure the ethical culture have been stated
as; strong attachment to the legislation, the exemplary behavior of managers, the support
of superiors to their staff against possible pressures and the fact that the staff is highly
educated with good personalities.

In the absence of an Ethics Commission the questions concerning whether certain
practices are ethical or not are solved by consulting trusted managers or the Office of
Personnel Affairs. Directors also consult each other among themselves. For example, they
have had a lengthy discussion concerning whether the use of New Year promotional
diaries by organization staff were ethical or not.

Disciplinary Actions

When the 1950 Act is examined, there are no Disciplinary Boards in the Chambers,
Commodity Exchanges and Union. The new Act which came into force in 2004 brought
about Disciplinary Boards within the Chambers and Commodity Exchanges and in
the TUCCE a Higher Disciplinary Board. The members of the Disciplinary and Higher
Disciplinary Boards were determined following the elections in 2005 and shortly after the
Boards begun their activities.

The Chamber Disciplinary Board and the Higher Disciplinary Board (in the Confederation)
work in the following manner:

For example, a customer bought a dress from shop x and the dress proved to
be faulty and the shop neither took the product back nor paid the money nor
changed it. In this case, the consumer has the right to go directly to the Consumer
Court within the body of the provincial district Kaimakam'’s office or may choose to
apply by giving a complaint petition to the Chamber the shop is affiliated with. The
matter will go to the Board of Directors. If the Board of Directors decides to open
a disciplinary investigation, the matter will be sent to the Disciplinary Board and
the board will conduct the investigation. The Board will appoint an investigator
to examine the case in detail. The evidence will be taken into account and if it
decides to give a penalty, the decision will be sent to the Assembly. If the decision
is approved by the Assembly, the penalty will become final. The shop may apply to
the Higher Disciplinary Board to quash the decision concerning the penalty. If the
Chamber does not find any reason to open a disciplinary investigation, the decision
will be sent to both parties in writing. The person may object to the Chamber’s
decision of not opening an investigation by applying to the Higher Disciplinary
Board. The Higher Disciplinary Board reviews the objections to the Chamber
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and Commodity Exchange Assembly decisions concerning disciplinary penalties
and the Chamber and Commodity Exchange Board of Directors’ decisions of not
opening an investigation. The Higher Disciplinary Board is not open to applications
concerning warnings or monetary fines. If there is an application concerning these
penalties, it will be rejected directly. It is possible to apply to the Administrative
Judiciary or the Assembly against monetary fines.

The Higher Disciplinary Board consists of the presidents of different Chambers. Members
do not get any money for becoming a member. If the Board receives an objection against
the affiliated chamber of one of the members, that member will not participate in the
meeting and the objection will be reviewed to ensure the impartiality and objectivity of
the Board. The same applies when a complaint is received against a company in which the
member practices commercial activities or a relation of his is in question. In this case, the
member will not participate in the meetings and will not be able to vote against it. This
rule applies to all Disciplinary Boards and Higher Disciplinary Boards of Associations.

In the framework of the interviews it was understood that the TUCCE administration played
an effective role in the establishment of the Disciplinary Board and Higher Disciplinary
Board in the chamber and commodity exchanges. In the interviews it was stated
that to provide "honest trade” it was important to follow closely the member’s
relations with the public and that the Disciplinary Boards performed their duties
impartially in this respect. In addition, with the establishment of Disciplinary
Boards, members have expressed that they would start specializing in the area to
ensure that the procedure would function effectively.

The TUCCE Higher Disciplinary Board operations, complaints received and the casebook
were examined on-site. According to the objections in the casebook in the last 5 years the
most reprimands were given predominantly by reason of“failing to fulfil ones commitments
to customers and business owners”. Unfair competition is another subject for complaints.

The following defects concerning the operations of the Disciplinary Boards have been
ascertained as follows:

e Especially within small chambers and commodity exchanges Disciplinary Boards
do not function completely, since the public and chamber do not have enough
knowledge, so the existence of Disciplinary Boards needs to be announced.

e Againespecially in small locations, there might be the trend to protect its members,
to act tolerantly so as not to damage relations, to solve matters informally to avoid
giving offence to the member.

The Higher Disciplinary Decisions have deterrence among the members, but it has been
seen that the decisions have not been published on the web-site or in the publishing
organs. The reasons are that it may be a sensitive issue and so may not be ethical. However,
it has been alleged that if the decisions were announced among the chamber members,
the sanction would be stronger.
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TURKISH MEDICAL ASSOCIATION (TMA)
Regarding the Association

Turkish Medical Association (TMA) was founded with the 1953 Turkish Medical Association
Act (#6023). 80% (83.000) of the country’s physicians are members of TMA, its main
income sources are membership fees, training activities and publications. The TMA has a
local organization in 64 provinces where the number of member physicians is more than
100. The membership of TMA is obligatory for self-employed physicians, but more than
half of its members are civil servants who are not obliged to be members of TMA. The
administrative committees of these regional chambers (5-7 people) are elected by the
members; at the same time there are Honor Committees, the Inspection Committees in
order to conduct disciplinary studies.

As a result of negotiations TMA has indicated that they are not a NGO; they punish
doctors by using their legal authority. However, their first goal is protecting the interests of
members and the second goal is protecting the interests of the country.

In this study, meetings with TMA Ankara Centre and Istanbul Medical Chamber were
undertaken in order to understand their general ethic and professional ethics approach,
the data gathered from both institutions have been analyzed. Since the study includes
mainly the center of the professional organizations, only the Istanbul Medical Chamber
was visited as the branch which it is the largest of all.

The Relationship between Legal Framework and Ethics

Among the duties of the Turkish Medical Association, there is protecting the morals of the
profession, protecting the interests of the medical profession, protecting the rights of the
members. As the other professional organization which is analyzed, protecting the ethics
of the profession is one of the aims of the TMA. The 1953 Act made the definition of the
union (Article 1) again in the framework of the above aims. The Act shaped the duties of
the Chamber of Management again in the framework of ethics of the profession (Article
28).

Turkish Medical Association and Ethics

Medical Deontology By-laws and the Ethical Principles of Physician Profession (EPPP)
are two regulations for the principles of the physician profession. By-laws are prepared
for managing the relationships of physicians with their patients. Medical Deontology
Regulation, which entered into force in 1960, consists of 1950s" medical applications and
approaches. It has been updated because it did not include issues relating to today’s
medical practice and used old language; it has been republished and its name is changed
as “Ethic Rules of Physician Profession”. Disciplinary punishment applications address both
Deontology By-laws and the ethical principles of the Physician Profession. The goal of
EPPP was expressed as “determining the rules of physicians' professional ethics while they
perform their profession’s requirements. The TMA Central Council was required to prepare
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EPPP by law (Article 59/g). Table 8 below summarizes the EPPP and “The Principles Ethical
Behavour of the Public Officials”article by article.

The TMA Ethics Committee began its work by performing its first meeting in 1994.
The committee consists of a maximum of 13 voluntary members. The members of the
Ethical Commission, which consists of different disciplines such as sociology, philosophy,
anthropology, law, came together once every three weeks. Especially, it is paid attention
that the ethical committee consists of members from different sex and disciplines. The
members change once in two years, but in order to ensure the continuity one third of the
members continue their membership in the next period.

The Ethics Committee works as an advisory committee. It may investigate if there is a
situation in the field of health on the agenda of Turkey or the Central Council may wish to
inform theiropinionsaboutatopic. The TMAinits web side publishes the Ethics Committee’s
observations about the issues which are under discussion in the framework of physicians
profession practices. The Ethics Committee had worked until 2001 but it broke up after its
members quit. However, re-establishment of the committee came into question in 2006
at the 55th Extraordinary Major Congress and its studies began again. Ethics Committee
was renewed again towards the end of 2008 and the president has changed. Prof.Dr. Berna
Arda who was chair of the Ethics Committee of TMA between 2006-2008 said that Ethics
Committee runs studies very similar to the international examples.

1

It is mentioned in the interviews that physicians realize their profession in accordance
with universal principles. However the issue which creates a problem from the view of
doctors is the fact that universal principles do not overlap with the legislation in the area of
health in Turkey. For example, The 2005 Turkish Penal Code states that the physician must
determine whether the patient has committed a crime before he begins treatment; if the
physician is in doubt about this he should inform the authorities.

TMA mentioned that in their organization, the issue which they are most sensitive about
is not working for honesty and personal interests. But, it is also mentioned that there is a
problem with the balance of power in the union.

Studies on the Subject of Ethics

“Physicians and The Principles of Medicine Presentation” which is prepared by TMA and
operated in 1995, was developed in order to shape the physicians’ practices (which is a
part of presentation) in accordance with ethical principles. Accordingly, physicians must
not accept expensive presents, the financial resources of congress and meetings must be
explained, etc.

The TMA Ethical Committee prepared “Medical Ethics for Physicians” training in 1996 and
also has prepared practitioner- oriented ethic courses. In 1998, the ethical committee
published the book of “Opinions of the Ethics Committee” and in the same year it has
arranged a workshop with many parties in order to prepare Ethical Committee Declaration
and finally “TMA Ethic Declarations Workshop Summary Report”was prepared.
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Istanbul Medical Chamber (IMC), in the Working Report of 2007-2008 has included the
studies of ethical committees. As a result they have prepared symposiums in the framework
of medical ethic such as“Organ transplantation and medical ethics” Because of the March
14 Medical week, a workshop on “Medical Ethics” has been done. Also, in IMC Physician
Form Magazine, the members of Ethic Committee write articles about Medical History and
Medical Ethics on a page dedicated to the Ethic Committee. IMC wants to prepare a serial
of guide rules about medical ethics within two years.

Table 8: Comparisons of Ethic Principles which Physicians Must Obey and the Principles Ethical
Behavior of the Public Officials

Turkish Medical Association Council of Ethics for Public Service

General Rules

Article 6: Physicians must obey universal medical ethics
principles during their practices. These are usefulness, not to
harm, justice and autonomy

Article 7: Impartiality Article 9: Integrity and impartiality

Article 8: Phyicians has to behave according to his/her
conscience and profession scientific opinion during operating
his/her profession.

Article 9: Commitment to keeping secrets

Article  5: Consciousness of public
service in performance of a duty
Article 6: Consciousness of serving the
community

Article 10: Fist aid

Article 7: Compliance with the service

Article 11: Commercial purposes and advertising ban standards

Article 8: Commitment to the objective

Article 12: Legitimate and Prohibited Methods o
and mission

Article 6: Consciousness of serving the

Article 13: Medical Malpractice '
community

Article 14: To ban the be a mediator and to be benefited from
mediator Article 13: Avoiding conflict of interest

Article 14: Not using the duty and
Article 15: The ban of providing benefit from relationships | authorities to derive benefits

between the industry

Relations Between physicians

Article 11: Decency and respect
Article 16: Respect between colleagues

Article 17: Professional solidarity

Article 18: Ban of Non-competence activities

Article 19: Consultation and Team Work

Article 12: Notification to the competent

Article 20: Obligation to inform the chamber -
authorities

Physicians-Patients Relations

Article 21: Respect for patients'rights Article 11: Decency and respect

Article 22: Freedom of choosing physicians

Article 23: Ban of treatment without examination
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Article 24: The physician can use his/her effect on patient except
medical purposes

Article 25: Not undertake treatment or discontinue

Article 26: Enlighten Approval Article 5and 6

Article 27: Rights of patients not to be informed

Article 6: Consciousness of serving the

Article 28: Aid to Terminal Patients .
community

Article 29: Physicians'wages can't be under the wage established
by Association

Article 30: Ban of forcing to unnecessary spending of patients

Article 31: Giving necessary information related to patient and
use of them

Article 32: Preparing report for the patient

Physicians and Human Rights Article 7: Compliance with the service
standards

Article 33: Obligation to comply with international agreements

Madde 34: Prohibition to help torture

Article 35: Medical aid for prisoners and sentenced people

Article 36: Rejection of medical aid by prisoners and sentenced
people

Article 37: Prohibition to be involved in death penalthy

Article 38: Physicians has to follow universal ethical rules
impartiality in the war and unusual situations

Article 39: Sexual relations examination

Medical Research and Publication Ethics

Article 40: Research on human has to get approval from local
ethics committee.

Article 41: A test person has be infrmed and Bilgilenmesi and
enlighten approval

Article 42: Under 18, an enlighten approval has to be get from
parents

Article 43: Protection of the test person

Article 44: Publication ethics

TMA has no formal ethics policy of its own, except studies which were carried out about
professional ethics. It has been expressed that everyone knows how to act, non-ethical
behavior of employees are not common. Similar expressions were used by IMC. When
employees or unions with inappropriate behavior are seen, the issue is evaluated in a
commission which is created by themselves or by the union. According to information
obtained from the Institution, so far no employee’s ethical behavior was punished, but
verbal warnings can be given. TMA employees themselves did not participate in training
or seminar under the title of “ethic”.

Disciplinary Actions

According to the Turkish Medical Association Act, physicians who are not members
are subject to the law in terms of professional medical rights, privileges, discipline and
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responsibility. High Honor Committee, which was established in 1953, is composed of 9
members based on the TMA Act and the Big Congress chooses its members.

The basic regulations relating disciplinary investigation and prosecution; Turkish
Physicians Act (1953), Medical Accomplishment (1928), Medical Deontology Regulations
(1960) Physicians Profession Ethic Rules (1999), Turkish Medical Association Disciplinary
Regulations (2004). When the content of decisions of debarring from profession is
analyzed in the web site of the High Honor Committee (January 2008-April 2009), common
disciplinary penalties of the physicians are summarized as follows: ‘giving document and/
or report which do not confirm reality”and “Lack of knowledge and skills in the profession’,
“harm to patient via wrong diagnosis or treatment due to lack of care, inobservance and
similar defects”.

Among the disciplinary penalties, the least-given penalty is dismissal from profession
because of its heaviness. 1/3 of complaints coming to Istanbul Medical Chamber (IMC)
are advertising and promotional violations, 1/3 is medical error and negligence and the
other 1/3 is the other issues, but recently given serious penalties stressed that advertising
violations have decreased, but medical error and negligence have increased.

As a result of interviews made by IMC, failures relating to disciplinary penalties and
processes are identified as follows:

e The conclusion of a complaint takes too long (about a year), because defense time
given to parties by law is 15 days, written explanation time is 1 week; furthermore, if
an expert is assigned the expert cannot send his/her report in less than 2-3 months
because of their heavy work load.

e Sincethe numberof applicantsis high, the assignment of the investigator is difficult.
Another difficulty relating to investigators is that in small towns all doctors know
each other, so it is hard to find an investigator. If an investigator is found, there
is doubt concerning impartiality. IMC has proposed the assignment of regional
investigator, in order to eliminate the mentioned problem.

e When we examine the last 9 years, it is expressed that the number of applications
is similar but qualification of applications is high in quality because the number of
applications made by lawyers have increased. This issue has brought the topic of
the lack of lawyers trained in the field of health issues to the agenda, because there
are approximately 700 legislations relating to the health area; thus the need for
specialization in this area has been stressed.

UNION OF TURKISH BAR ASSOCIATION (UTBA)
Regarding the Association

UTBA is a top legal entity with a participation of 78 Bars across the country and represents
approximately 48,000 lawyers as public institutions. First, its establishment came up in
Lawyer's Congress in 1934. However, the establishment of TMA was accepted with the
1969 Lawyers'Act (#1136).
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UTBA organs are: Chamber General Assembly, Presidency, Presidency Council, Chamber
Management Assembly, Chamber Inspection Assembly and Chamber of Disciplinary
Assembly. UTBA Chamber of Management Assembly consists of 10 persons elected from
among members of the General Assembly by secret ballot. Apart from lawyers working in
public institutions, lawyers are required to register at the Bar of the city where they have
operated. UTBA is positioning itself as professional association rather than as a professional
organization with the status of a public institution. Again they have implied that they use
public authority by punitive sanctions of giving opinion based on laws, giving opinion
related to laws.

The Relationship between Legal Framework and Ethics

Between the duties of the Chamber of General Assembly which is the highest organ of
the Union according to the Act (Article 81), there is identifying professional law which is
compulsory to comply. Another point is the President’s duties (Article 97) are given to the
following statement:”....defend the need for profession rules and law against all people
and entities” The Chamber of Management Assembly has duties such as development of
the advocacy profession - defending the rights of lawyers via professional solidarity.

In the Article 110 of the Act, the duties of the union are summarized as follows: ensuring
the development of the profession, maintaining the general interests of lawyers and
professional ethics, order and tradition, identify and recommend required professional
rules which are complied with, to defend and protect the rule of law and human rights
and ensure the implementation of these concepts.

In general,“the rights and responsibilities” of a lawyer is identified in Article 34 of the Actin
this way; lawyers are required to comply to the rules of the profession determined by the
Union of Turkish Bar Association, carry out functions in a careful, truthful and honorable
manner, acting in the appropriate manner of respect and trust necessary to fulfill the
requirements of the title of a lawyer.

UTBA and Ethics

UTBA prepared its written professional principles in 1971. Union of Turkish Bar Association
is the first union to create professional principles. The acceptance of the professional
principles is based on the foundation of Istanbul Bar Association which was the first Bar
of The Ottoman Empire in 1878. With the issued regulations in 1876, the entry to the
advocacy profession, discipline, debarring and similar topics were handled. Ankara Bar
Association completed its formation in 1924, and other bars were completed until 1950s.
Profession principles have come up to today from the past and traditions.

"Professional Rules of Attorneys “ which consist of 50 articles was created to fulfill the
goals in a perfect and honorable way, protect profession order and tradition, realization
of the rights which is determined by the laws for the lawyers (UTBA Professional Rules
of Attorneys, introduction part). Different from medical deontology by-laws, Attorneys
profession principles are based directly on the Act and profession traditions.
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UTBA gave place for Codes of Conduct for European Lawyers in its web site. When we
compare two codes of conduct, codes of conduct of the bar association is written more
detailed, dispersed, written like a law rather than principles and it does not meet today’s
working conditions. For example, in general framework, EU Code of Conduct stressed
keeping secret, protecting client’s interests, adapting the rules of the home country,
trust, honesty and independency principles. In both of the codes of conduct, there is a
requirement on confidentiality and a ban on advertising. In both of the principles, general
principles that have to be complied with by lawyers are determined under the headline of
the relations between the judicial bodies, relations between colleagues, and relationship
between clients.

The “Professional Rules of Attorneys” and “The Principles Ethical Behavour of the Public
Officials”are matched (with some difficulty) in Table 9.

Union of Turkish Bar Association did not determine institutional ethical principles apart
from professional principles. But, it is stated that if a violation of these principles by the
association employees is identified, the supervisors will warn them verbally. After elections
of the General Assembly (23-24 May 2009) Personnel Regulations and Ethical Codes of
Conduct are going to be created.

When ethical dilemmas are experienced, the President says the last word. It is emphasized
that employees cannot use resources of the Union such as phone, printer apart from
purposes determined. In order to make recruitments more objective and within the
framework of certain rules, it was determined that Human Resources Guidelines had been
prepared but were waiting for approval.

UTBA stressed that the Guidelines of the Ethical Code of Conduct relating to Public
Officials, includes only public officials and public officials working with the contract;
they themselves are not under the law and Regulation. From this starting point, the Bar
Association has expressed that they do not want to be controlled by other than the Court
of Accounts, Ministry of Justice and its Audit Committee. In addition, all the units operating
within the union give account to the General Assembly every two years and the General
Assembly with selection every 4 years.

An ethical commission consisting of 3 members was established by UTBA in accordance
with by-law provisions. The names of members of the ethic commission or the activity plan
of the commission do not exist in the web site. It is said that members are not working
actively; in fact there is a commission on paper. In addition, it is considered that with the
existence of Disciplinary Board, Ethics Commission will not be operational; their tasks are
no more than giving opinion in the context of ethics and giving seminars.

In the meeting after the General Assembly with the election in May, the changes of the
members of the Ethics Commission and the new administration to have a program related
to ethics have been specified. It has been said that trainings and seminars on ethics are
going to be prepared for both colleagues and employees and some studies are going
to be realized with Ankara Bar Association. In addition UTBA recommend the creation of
a new Ethics Committee which is independent from government, formed by bringing
together professional organizations.
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Studies on the Subject of Ethics

Before starting attorney profession, Law school graduates are required to do internships
for a year. (6 months in the judiciary, 6 months with a lawyer). The intern is obliged to
participate the Bar’s Training Studies while his/her internship still continues. When attorney
internship by-laws are analyzed, this period is 120 hours a year. At least 60 hours of this
period is allocated to profession’s principle and practices and the subject of attorney in
practice.

UTBA is working on professional ethics; for example, one of training seminars which was
given by Regional Bars Association in 2003 was “Professional Ethics” But these trainings are
not on the regular basis. UTBA has no ethical training program for its own employees, but it
has arranged seminars and training programs relating to professional ethics for colleagues.
On the other hand, when we look at the lists of seminar, panels and meetings in 2008,
there is no training under the headline of “ethics” Panels and meetings such as “Privacy”,
“the Problems of New Lawyers and Their Solutions” attract attention. Some sessions under
the headline of "ethics” have been discussed in such conferences like “The Modernization

of Attorney Profession’, “Performance and Globalization’, “Training of Lawyers in Europe”
which were prepared by European Bars Council and other institutions.

Ankara Bars Association and Turkish Philosophy Institution have prepared seminars
for lawyers in order to develop ethical consciousness. Ankara Bars Association Ethics
Commission, working like the Union of Doctors Ethical Commission, gives opinions in the
fields where law and ethics cross and prepares seminars.

The most sensitive subject in the framework of profession ethics is expressed as “the
prestige of lawyers” Whereas advocacy profession is very prestigious all over the world, the
lawyer in Turkey has been criticized for being the “follow up man’ It has been stressed that
internalization of principles of the advocacy profession and the training of moral lawyers
can only be possible when money and knowledge in the profession come after ethics.

Disciplinary Actions

The Act (Article 134) states that disciplinary penalties will be applied against lawyers who
do not comply with advocacy professional rules and do not practice their profession under
the honesty principles. UTBA conducts criminal procedure based on advocacy act and
advocacy profession rules. Union Disciplinary Committee is composed of seven members
chosen by secret ballot among its own members by the General Assembly and meets
once a month. 78 Chambers of the Union of Turkish Bar Association each has its own
disciplinary board, such as Canakkale Bar’s Disciplinary Board.

The Union of Turkish Bars Association has published on its web site from 2003 until today
judgements, reasons and all the details. UTBA publishes all the decisions (without giving
names of the people) taken over against appeals related not only punishment of removal
from the profession but also warning, reprimand, fines and the other punishments. The
reasons for this, disciplinary punishments affect the whole life of the person, thus even small
punishment may lead to damaging of the person’s life. It can be interpreted as immunity
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and privacy. However, the Union of Bars publishes the names of the lawyers who have
been barred from the profession together with the Bar on which they are dependent.

Table 9: Comparisons of Professional Rules of Attorneys and the Principles Ethical Behavior of

the Public Officials

Union Bar Asssociations of Turkey

Council of Ethics for Public Service

General Rules

1. Believing in the necessity for independence of bar associations
and of the Union of Bar Associations of Turkey, Turkish attorneys
have resolved to accomplish the duties behooving them in this
respect both individually and institutionally

Article 8: Commitment to the objective
and mission

2.The attorney retains his/her independence in his/her
professional activities and avoids accepting work that could
damage this independence.

Article 9: Integrity and impartiality

3.The attorney will conduct his/her professional activities in such
a way as to ensure public faith and confidence in the profession
and his/her work with complete dedication

Article 7: Compliance with the service
standards

Article 10: Respectability and
confidence

4.The attorney is under the obligation to refrain from all attitudes
and conduct that would blemish the respectability of the
profession. The attorney is obligated to be careful about this in
his/her private life, as well.

Article 10: Respectability and
confidence

5.The attorney must express his/her ideas in a mature and
objective manner in writing and in speech. The attorney must
avoid statements not related to law or statutes.

Article 18: Binding explanations and
factitious statement

6.The attorney’s interest will be in the legal aspect of his/her
litigation and defense. He/she must remain outside any hostilities
engendered by the dispute between the parties concerned.

7.The attorney must meticulously avoid all gratuitous acts
intended solely to promote his/her reputation.

a) The only announcement the attorney may publicly make is his/
her change of address provided that such announcement is not
in the nature of advertisement.

b) The attorney’s letterheads, calling cards, and office signs
may not be of such lavish design as to bear the nature of
advertisement

) The attorney may have his/her address indicated in the
businesses section of the telephone directory. He/she may not
publish any announcement other than this using different sized
letters or text in the nature of advertisement.

d) Attorneys sharing an office will exercise care to ensure that the
office is not a means for publicity and that its status of a law office
is not obscured.

8. The attorney must avoid all conduct in the nature of solicitation
for work

Article 14: Not using the duty and
authorities to derive benefits

9.The attorney must make sure that other status and privileges
he/she legally commands do not bear upon his/her professional
activities. The attorney may not take advantage of his/her title
of attorney in personal disputes outside the sphere of his/her
professional activities.

Article 13: Avoiding conflict of interest
Article 14: Not using the duty and
authorities to derive benefits

10. The attorney may not enter conflicting claims for the same
Suit.
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11.The attorney is under the obligation to conduct himself/ Article 7: Compliance with the service

: i o N o standards
herself in accordance with the requisites of professional solidarity . ) -
and order adopted by the Union of Bar Associations of Turkey. ?gzzlg;r?égespectablhty and

12.The attorney takes care to keep his/her office in a state
becoming the dignity of the profession.

13. An attorney who will be absent from his/her office for a
prolonged period will inform his/her bar association of the name
of a colleague to take care of his/her business and deal with his/
her clients.

14. Rightful excuses notwithstanding, the attorney is under
the obligation to accept the duties assigned by professional
organizations.

15. The attorney will present to his/her bar association a copy of
the declaration of suit when a suit has been filed against him/her
in connection with his/her professional activities. The attorney

is under the obligation to accept the offer of mediation made

by his/her bar association in the case of legal disputes he/she is
involved in.

16. The attorney has the right to review all documentation
pertaining to his/her person in the bar association at any time.

On these headlines, there are very
specific professional rules which
makes it very difficult to compare with
Ethical Behaviour of the Public Officials.
Therefore, it has been decided just to
compare general rules above.

Relations with jurisdictional bodies and legal authorities

Solidarity and relations among colleagues

Relations with clients

Attorneys'relations with bar associations and the Union of Bar
Associations of Turkey

When UTBA Disciplinary decisions are analyzed, it is noteworthy that compared with other
associations, professional violations between colleagues are more common. As a result
of the interviews, it is stressed that since the consciousness of the lawyer profession has
not yet been created, profession rules are violated. The obstacles of creation of profession
consciousness are as follows: “the roots of the advocacy profession are not based on
very old times as in Europe” and “Turkey is not a law country”. The high rate of behaving
unethically between lawyers has two reasons: the qualitative deterioration of law school
as a result of increase in the number of law schools, large number of graduates in the
law schools, and the lack of law professors and decrease in the quality of the education.
Secondly, because of the absence of an exam for the entrance to the lawyer profession,
any graduate is able to be a lawyer. Another fact relating to the advocacy profession is
that an average of 20 lawyers a year are attacked. One of the reasons for these attacks was
expressed as lawyers not complying with the principles of the profession. In the UTBA
Study Report, it was stated that 122 lawyers were injured, 9 of them were killed from 2005
until March 2009.
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THE CHAMBER OF ELECTRICAL ENGINEERS (TCEE)
Regarding the Association

The Chamber of Electrical Engineers (TCEE) was established in 1954 being based on
6235th law of Union of Chambers of Turkish Engineers and Architects (UCTEA). TCEE is one
of the 23 constituent chambers of UCTEA, which gathers legally authorized engineers,
certificated engineers, and architects from the boundaries of Turkey within the association.
Within the organization, it is in the forefront with its political identity.

TCEE covers Electrical, Electronical, Computer, Biomedical Engineers and it has over 37000
members. The center of TCEE is in Ankara, but it has branches in 14 cities. The organs of
TCEE are Chamber General Assembly, Chamber Management Assembly, Chamber Honor
Assembly and Chamber Inspection Assembly and membership is voluntary, they do not
charge membership fees. Engineers working in the public sector are not required to be
members of the chamber, but membership is necessary for employees. The Chamber of
Electrical Engineers was spotlighted because of the activities and published books relating
to the ethical field.

The Relationship between Legal Framework and Ethics

When TCEE's aims (UCTEA/TCEE Main Regulations: 2003) are examined. They include:
protecting the honesty and ethics in relations between members and the public,
producing policies appropriate to specific interests of the country and defending them,
creating public opinion and warning persons interested.

Some of the tasks and responsibilities in regulations which are expected from the
members are “complying to professional ethics, behavior and policy in the Union and
the Chamber”“not behaving so as to violate the honor of the community of engineers
and architects and not practicing unfair competition” Among the tasks of Chamber
Management Assembly are “identifying the actions to protect professional honor, rights
and interests of the chamber members and taking the necessary initiative in this area”
In the main regulation (Article 9), it is stated that the member of chamber must comply
with professional ethics, behavior and principles, not violate professional honor and not
practice unfair competition.

TCEE and Ethics

UCTEA Professional Behavior Principles were prepared by the members of Ethic Committee.
Principles structure seems like attorney professional principles and is discussed in four
parts. Table 10 compares architects and engineer’s professional behavior principles and
the Principles Ethical Behaviour of the Public Officials article by article. In comparisons
differences of serving parties must be considered. The issue which draw our attention in
UCTEA Professional Principles is the fact that it is stressed many times “to show respect”as
regarding “protect nature, environment and culture” during professional action.
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TCEE does not determine formal codes, which TCEE employees must obey, except
professional principles. The reason for thisis that there is no need forthem as itis embedded
in their culture, and new employees know the structure of the chamber and easily fit in
with the chambers principles of conduct since they are hired by recommendation. It is
mentioned that employees who don't fit in with the chambers goals and services are
warned verbally. However, when TCEE's Employee By-law was analyzed, no penalty or
sanction is mentioned related to inappropriate behaviors of employees. The TCEE believes
that internalization of being ethical and acting ethically takes a very long time, it is a
very slow process, but it can be partially overcome by education. They stated that the
separation of ethics and law should be accomplished with sharp lines and that they were
against ethics being written down and drown up as if it were a law.

In the TCEE 38th Period General Meeting (2002), the establishment of a commission was
suggested in order to determine the ethical principles in the field of electrical, electronic
and computer engineers. The creation of ethical commission happened at the same time
when the free movement of services with the EU process was in the agenda.

Since one of these services was engineering services, UCTEA has started to debate the
subject in it. In time, between members of UCTEA, people who accept the free movement
as a need, or partially accept it and opposition from TCEEs have emerged. Therefore, in
this framework professional ethics started to be discussed between the members and
eventually the Ethics Commission was established in 2002 with a membership of 12
people.

After ethical commission had discussed the subject “has the profession ethics?” for a long
time in their meetings and having read lots of book, the ethical commission decided
that ethics is a holistic thing, it must be applied in every part of life, thus a profession
might have principles but not ethics. Indeed, the text they had prepared about the
subject has been in to Ethics, Ethics and Professional Principles Manual. It was sent to
professional associations, institutions and engineering units of the universities in order to
get comments and suggestions. As a result of the meetings in 18 separate locations and
discussions at TCEE MISEM meetings, the text was enriched and converted to a book and
published under the name of “Ethic, Ethics and Professional Policy”in 2004. In 29 May 2004,
“UCTEA Professional Behavior Principles” were accepted in UCTEA. In 2007, they revised
the published book under the name of “Globalization, Ethics Codes and Organization’,
taking into consideration the studies made about the subject in public.

Ethics Commission worked actively between 2003-2006 years and then ended the studies.
The reason for ending the studies is identified as the inconvenience caused by opposition
in UCTEA, on the other hand they thought that the mission was accomplished, priorities
changed throughout the time because of the heavy work load.
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Table 10: The Comparison of UCTEA Professional Behavior Principles and Council of Ethics for

Public Service

Union of Chambers of Turkish Engineers and Architechs
(UCTEA)

Council of Ethics for Public Service

Responsibility to the Society and Nature

1. They use their knowledge, skills and experience for public
safety, health and welfare of people, protection of cultural
heritage. The responsibility and concern for social benefit is
always located above their self interests, colleagues interest or
interests of their profession groups.

Article 6: Consciousness of serving the

community

Article 8: Commitment to the objective
and mission

Article 13: Avoiding conflict of interest

2. Protection of environment, cultural ve natural wealth is
perceived as a part of their profession responsibility

3. No discrimination during their works, respect to different
cultures, behave everybody fairly and honestly.

Article 9: Integrity and impartiality

4. If the work wanted from them is going to harm the
environment and the community, and the competent
authority is not willing to listen to them, they refuse to behave
as authority wanted and informed the public and profession
associations on the issue.

Article 12: Notification to the competent
authorities

5.They informed on technical issues concerned to the
community correctly, completely with the objective manner,
not taking into consideration of personel interest.

Article 13: Avoiding conflict of interest

6. They give efforts in order to inform community on the
negative results of wrongly used technology or technology
itself

7.They protect and develop the health and the security at the
workplace

Responsibilities to natural and legal persons to whom
service is given

1.They obey all the provisions of verbal or written agreements,
by showing their reliability carefully while giving professional
services.

Article 7: Compliance with the service
standards

Article 8: Commitment to the objective
and mission

2.They work with good business standards by reflecting their
professional skill and experience during all kinds of professional
services.

Article 7: Compliance with the service
standards

3.They do not accept any presents, money or service or job
directly or indirectly, they don't ask others; can not make
donations in order to develop professional relations for political
reasons.

Article 15: Prohibition of receiving gifts
and deriving benefits

4. Keeping commercial and personal secrets of customers and
not to use them for personal gain.

Article 13: Avoiding conflict of interest
Article 14: Not using the duty and
authorities to derive benefits

Responsibilities to profession and colleagues

1. They continue with professional activities in a way to win the
trust of colleagues. and taking maximum care the reputation of
the profession*

Article 10: Respectability and confidence*
Article 11: Decency and respect

2.They behave honestly and show respect to their collegues.
They do not make an unfair competition.

Article 10: Respectability and confidence
Article 9: Integrity and impartiality

3.They only give services on their specialized area
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4.They make over their professional duty, authority and
responsibility to their qualified colleagues only when it is
obligatory

5.They do their profession in the frame of their responsibilities,
they only use the titles which they deserved

6. They join the profession organizations, they make a
contribute for the development of the profession

7.They do not help people who violate professional conduct
principles; they do not show tolerance to them, are not
included in their activities and warn them and collaborate with
professional organizations.

Responsibilities for themselves

1. They continuously develop professional knowledge and
culture

2.They take into consideration of fair criticism from collegues
and if it is needed they don't avoid to criticize themselves

*The both usage of “respectability and confidence”is different according to parties. In one hand it is
important to gain collegurs confidence but on the other hand it is important to gain community trust.

The members of ethical commission change every two years. Ethic Commission was
formed as a result of 2008 elections. But the commission is not functioning actively on
account of the work load of its members. Again TCEE mentioned that they satisfy the
continuity of the issue by giving trainee programs related to the subject to the starters to
the profession.

Studies on the Subject of Ethics

TCEE gives trainee programs in consideration of the needs of the members in Professional
fields. In all the training given in MISEM which was founded in the year 2004, Professional
ethics training was included. Such as; in Seminar on Grounding in Electrical Facilities,
Energy Management Seminar, training is included under the title of “Engineering and
Ethics” Again an example is in the expert witness training includes “Expert witness and
Ethics"trainings.

When we look at the list of activities and the branches taking responsibility in TCEE
between 2008 and 2010, no workshop, congress or symposium under the title of “ethics”
can be seen. However, it is striking that there is a session on “Ethics and Professional
Principles”in“Ethics in Engineering Conference”prepared by Samsun Branch and in“Il. SMM
Symposium” prepared by Antalya Branch. At the end of the seminars prepared by MISEM,
"UCTEA Professional Behavior Principles” of the document is given with the certificates for
authentication; the document is signed in order to comply with the principles.

Disciplinary Actions

It was decided to establish Court of Honor and Higher Court of Honor (as was its name at
thattime) as a result of the Law of Association of Turkish Engineers and Architects Chambers
accepted in 1954. The Honor Committee (in TCEE) and the Higher Honor Committee (in
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UCTEA) must adjudicate a case which came by appeal within two months. TCEE Honor
Committee consists of 5 original and substitute members; they are selected by General
Board for 2 years. In order to be a candidate for being a member of Honor Board, it is
required to have worked at least 10 years as in the other profession associations and not
have received disciplinary punishment.

A high percentage of complaints coming to the Honor Council (90%) are usually the
applications of the peers and the branches about projects without the professional
supervision of the chamber. TCEE does not publish given disciplinary punishments in
its web page. But, debarring from profession which is the heaviest punishment given,
published in the congress reports by identifying the name of the members. There s
no certain judgment related to the publication of the sanctions on the web-page. It is
mentioned that the best punishment will be given to blame by society via exposing
persons. When the TCEE judgements were analyzed for 2009, it is identified that the
punishments are mostly given for reasons of “unfair competition” When we look at the
content of the files which are sent to the Chamber Honor Committee between 2006-
2008, 73 of them is producing projects/services without auditing, 109 of them are acting
contrary to the Act of Structure Audit, 32 of them are acting opposite to by-laws, using
fake documents, insulting members or TCEE'S Legal Personality.
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RESEARCH FINDINGS

SURVEY RESULTS ON PUTTING ETHICS INTO PRACTICE,
MOST COMMONLY OBSERVED ETHICAL ISSUES AND
INTERNALIZATION OF ETHICS IN THE ASSOCIATIONS

This section focuses on understanding the ethical perspective of employees, and the
observation of business practices, and finding which one of them is going to be more
important or relevant. Moreover the scales used for determining the factors in non ethical
decision making give clues about the dimensions of internalization or externalization of
ethics (ie, how far there is a need to focus on internalizing ethics rather than rely on formal
external rules and sanctions once members join PAs, and whether PAs can be successful in
terms of the world in which they work).

ATTITUDES TOWARD ETHICS IN GENERAL, QUESTIONABLE
WORK PRACTICES AND ETHICAL PRACTICES, AND FACTORS
INFLUENCING MANAGERS TO MAKE UNETHICAL DECISIONS

Three factors that are related to the observed officials of the associations’attitudes toward
ethics in general are generated in factor analysis. The sample has three main approaches
to their ethical attitudes in general namely “Relationship between Ethics and Profit’, “Ethic
Consciousness” and “Relationship between Ethics and Law” (Table 11). When we evaluate
the results in detail, the participation rate is very high for the idea of “the realization of
ethical practices is harder than knowing it” That means most of the sample agrees on the
fact that ethical practice is difficult to sustain. High approval of the expression of ethics
is on the second line in earlier study by Ay in 2005'®; it is rather different to this study,
as the sample scored it at the slightly below average level. At the level of ethics
consciousness, itis worth mentioning that the perception of ethicsis not in holistic
manner, it is more dividing the work and private life ethics.

Table 11: Attitudes toward Ethics in General

Factor Names Variables Factor Load Mean

Ethic and profit do not go together 0,813 2,58
Relationship The difficulty of taking ethical decision in high 0749 318
between Ethicsand | Competition ' !
Profit Secondary importance of ethics as regards to the

0,733 2,53
profit
Managers have two ethical standards: one for their 0806

) ) personal life and the other for their professional life
Ethics Consciousness 346

Dealing with ethical problems, it is easier to know

what is right than it is to do it 0727 359
Relationshi Being ethical as long as he/she adheres to the laws
p : 0,88 3,05
between Ethics and | and regulations
Law Sound ethics is good job in the long run 0,551 3,71

16 Ay, Canan, “isletmelerde Etiksel Karar Almada KiltUrn Rold’, Yonetim ve Ekonomi, Vol.12, No.2, Manisa, 2005.
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In the Factor Analysis which was made in order to understand the sample’s evaluation
of questionable practices in their associations in respect of ethic (Table 12), they see four
main factors related to the mismanagement of ethical issues as “‘commonly observed bad
practices’, “openness’, “individual” and “institutional bad practices”. Participants observe
that their institutions are clear and transparent in their working actions. In this context,
the frequency of transfer of observed misapplication is closer to the average value of
sometimes. As the table indicates, the most common practices under the factor name
as “malpractices based on persons in the institution” are recruitment of relatives and
connections. In commonly agreed bad practices dimension, taking and giving bribes
has the lowest ratio (1.09), and all the items of commonly agreed bad practices are the
lowest place in the workplace of the participants in general. Accepting personal interests
as being more important than institutional interests, one of the individual bad practices
noted in ERC 2007 International Work Ethics Research, and one of the most observed
practices according to the officers of the associations in the sample. In this study, the same
expression is rarely observed by respondents.

Table 12: Attitudes toward Questionable Work Practices in the Workplace

Factor Names | Variables Factor Load | Mean
Nepotism 0,892 2,09
The use of public property for personal interests 0,786 1,40
Discrimination in employees 0,779 2,11
Not being in working place between work hours 0,769 1,91
Personal Having benefit by using one’s position 0,762 1,67
Malpractices Lying to employees 0,758 1,64
Culture of accepting superior him/herself regarding others 0,74 2,24
Improper hiring practice 0,734 2,60
Putting own interests ahead of organization 0,644 2,02
Receiving/giving gifts 0,626 1,60
Bribes 0,921 1,09
Stealing 0,862 1,16
XA\/SS;E{EZC: Corruption 0,815 1,20
Inflating spending accounts 0,718 1,36
Environmental violations 0623 1,44
Provision of low quality goods and services 0,83 2,722
Organizational Alteration of documents 0,636 1,27
Malpractices Sexual Harassment 0,522 1,24
Revealing confidential information of organization 0,472 1,33
Transparency/openness 0,815 3,60
Transparency
Employees speaking out about wrong doing 0,631 2,82

Total explanation level of factors is 72,99%. The most explanatory variable is “taking
and giving bribe” with 0,905, the second one is stealing with 0,862. Table 13 indicates
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the officials’ perception of need to concentrate to work practices concerning ethical
issues at their workplaces. The officials in the associations see three main ethical areas
for concentration at their associations, namely “General Individual and Institutional Bad
Practices’, "Personal Interests and Favoritism” and “Openness, Favoritism and Respect”. In
general the “openness/favoritism and respect” factor consists of the expression which is

needed to be concentrated more.

Table 13: The Issues that need to be addressed in Relation to Ethics at Professional Associations

Factor Names Variable Factor Load Mean
Stealing 0,882 1,48
Alteration of documents 0,881 1,59
Revealing confidential documents of organization 0,868 1,86
Corruption 0,856 1,45
Bribes 0,835 1,52
Environmental violations 0,816 1,76
General, Personal | Inflating spending accounts 0,791 1,69
and Organisational
Malpractices Sexual Harassment 0,786 1,66
Receiving/giving gifts 0,778 1,69
The use of public property for personal interests 0,774 1,90
Lying to employees 0,742 1,83
Provision of low quality goods and services 0,715 2,24
Not being in working place between work hours 0,657 2,10
Having benefit by using one’s position 0,656 1,83
Discrimination in employees 0,893 2,34
:ig?\llaggt??riﬁt Putting own interests ahead of organization 0,79 2,21
Nepotism 0,682 2,10
Transparency/openness 0,837 3,21
Transparency, Employees speaking out about wrong doing 0,781 2,93
E‘:S%O;gm and Improper hiring practice 0,774 2,69
gtugt:rge of accepting superior him/herself regarding 0,584 221

Officials of the associations in the sample think that transparency/openness is the most
importantissue that should be developed at their associations, although they also indicated
that they observed most frequently the openness and transparency in their institutions.
They also think employees at their workplace should speak out about wrongdoing or
practices.

When we examined the perception of participants about factors affecting non ethical
decision making of managers (Table 14), we can see that “behaviors of managers/seniors
in institutions, functioning of the country’s justice system, and public understanding
about ethics” has the highest values. By the way, respondent institutions do not think
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non ethical behaviors of managers are based on individuals themselves; they evaluate
these behaviors on social dimension and they think the system forces managers to take
non ethical behaviors. In fact, both in the interviews and in the focus group interview,
it has been mentioned many times that the conditions of the society trigger unethical
conduct.

Table 14: Factors Influencing Managers to Make Unethical Decisions

Variable Factor Load Mean
The way of organizational culture trains managers 0,931 3,19
Behaviors of seniors /managers in an organization 0,927 3,38
Functioning of the judicial system in the country 0919 3,38
Understanding of ethics in the public sector 0914 332
The way institutional culture appoints/ promotes managers 0912 3,25
Wanting to be more powerful by creating alliances 0,908 311
Political Climate of country 0,906 3,21
Lack of personal integrity 0,876 3,18
Behavior of one’s peers in the organization 0,857 2,97
Greed and desire for personal gain 0,763 3,14
Society’s moral climate 0,756 3,04
Lack of formal company policy and code of conduct 0,746 2,79

RESULTS OF THE QUANTITATIVE ANALYSIS RELATED

TO IDENTIFICATION OF RELATIONSHIP AMONG
ETHICAL APPROACHES, ETHICS INTERNALIZATION AND
DEMOGRAPHIC VARIABLES

In this section, all the data gathered from the research are going to presented and
evaluated.

Analyzing relationship among factors revealed some meaningful results on ethical
issues at public professional associations limited to the sample’s perceptions.
According to the perception of the officials in the sample if implicit institutionalization
practices, not the explicit one, increased in the associations, ethics and profit can go
together with harmony. The officials also think when implicit institutionalization practices
increased in the associations, the relative importance of Wide-spread Malpractices
dimension of the Attitudes Toward Questionable Work Practices decreases and the
importance of openness and transparency in practices increases. In the officials'perception,
explicit institutionalization related to the ethics consciousness and Personal Malpractices
at their associations. The research also indicated that there might be a decrease in personal
malpractices if upper management supports trainee programs related to improve ethical
culture and evaluate regularly. Similarly when a decrease occurred in practices related to
following ethics and law, an increase may be seen in Personal Malpractices and the Wide-
spread Malpractices. That simply shows that the sample think when lows and ethics are
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weakly connected individual bad practices and commonly agreed bad practices of ethics
arise.

The officials of the associations in the sample also believe that, when the Personal
Malpractices such as favoritism; hiring close friends/family members increase, personal
benefit and nepotism may become the issue that needs to be addressed and focused
on in relation to ethics. They also believe that organizations would need to fight for the
transparency, reduction in nepotism and respect more when there is a lack of transparency
in organizations. This result also indicates that officials of the associations in the sample
think that there is a need for developing transparency, reduction of nepotism and respect
at their organizations. As the last meaningful results on the relationship among factors, the
officials see the factors leading to non ethical decision making related to the “Transparency,
Nepotism and Respect” as the issues that need to be addressed in relation to ethics at
associations. This means the factors leading to non ethical decisions may particularly
cause lack of transparency, nepotism and loss of respect at the associations.

There are some meaningful ethical perspective differences between sexes in the
sample. Male workers support and give importance to explicit institutionalization more
than female workers. Women in our sample attach importance to the relationship of ethics
and law more than men. Males are considered to focus more on the General, Personal and
Organizational Malpractices as the issues that need to be addressed in relation to ethics
at the associations than women. Female workers give more importance to the factors
affecting non-ethical decision making than males. Men are more sensitive to ethical
concerns than women, contrary to literature.

Ethical perspective differences between officials from Istanbul and Ankara in the
sample; People working in Ankara and Istanbul have different perspectives in relation to
“Ethical Consciousness”. People working in Istanbul accept expressions “ethical standards
of the managers different for private and work life” and “easy to know the right thing about
ethics but not easy to do this"more than people working in Ankara. Furthermore, people
working in Ankara attach importance to the studies about the Effectiveness in Ethical
Practices more than the people working in Istanbul. More explicitly, employees working in
Ankara also believe in more “training programs for strong ethical culture” and “evaluation
of excellent ethics programs”regarding to the Institutionalization of Ethics.

Differentiation of Factor Dimensions According to Work Centre or Branch. Officials
working in the center give less importance to the “Relationship between Ethics and
Profit”dimension as the “Attitudes toward Ethics in General”than the ones working in the
branches. The people working in the centre believe more that the “General, Personal and
Organizational Malpractices” must be the issue that need to be addressed in relation to
Ethics at the associations than the officials at the branches.

Differentiation of Factor Dimensions According to the Professional Associations.
It is determined that the associations give different importance to the dimension of

“implicit institutionalization’, “explicit institutionalization’, “Effectiveness in Ethical Practices’,
“Relationship between Ethics and Profit"and “Ethic Consciousness”. In this context, the only
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clear significant differences between TBB and Bank Association in terms of the dimension
of‘explicit institutionalization”, and The Bank Association and EMO in terms of “Effectiveness
in Ethical Practices” were identified. Furthermore, a significant distinct difference between
EMO and TBB in respect to the Ethics Consciousness — such as the expression of “The ease
of knowing the right things more than doing”- was identified.

Dimensions of Factors according to Age. The perception of Wide-spread Malpractices
in terms of the Attitudes toward Questionable Work Practices is clearly differentiated
between age groups above 50, 26-30 and 34-35. The dimension of “Personal Benefit and
Nepotism” of the “issues that need to be addressed in relation to ethics”also differentiates
in respect to age, although with no distinct differences among them.

Significant differences between different groups of employment period at the lastemployer
were identified according to dimension of “Organizational Malpractices” of "Attitudes
toward Questionable Work Practices’, and factors of affecting non ethical decision making.
When total working experience is examined it is found that only “Relationship between
Ethics and Law”and “Organizational Malpractices” differentiates. According to the number
of employees in the working unit, only the perception of “Explicit institutionalization’,
“Relationship between Ethics and Profit” and “Relationship between Ethics and Law”
varied.

Apart from the explicit institutionalization of ethics regarding to participants education
level, no other meaningful differences were found, meaning whether highly educated or
not, people evaluate the factors of ethical approaches and internalization of ethics, apart
from the explicit institutionalization, in the same manner.
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EMERGING THE RESULTS OF INTERVIEWS, FOCUS GROUP
INTERVIEW AND SURVEY: ETHICAL APPROACHES,
INTERNALIZATION OF ETHICS AND THE FACTORS
AFFECTING THEM

By joining and analyzing contents of interviews and focus group interview done for the
research, seven main factors have been found (for the procedure and stages, see Annex2,
section B).

MAIN FACTORS

The seven mainfactorsindicating the publicassociations'ethical approaches, internalization

”ou

of ethics and factors effecting to them are as follow: “political ethics’ ‘ethical barriers in

u u; " ou

society’ “injustice in recruitment, promotion and assignments’, ‘managerial ethical obstacles’

“problems related to education’ ‘obstacles in internalization of ethics] and ‘combination of
competition and ethics”

The effectiveness of Council of Ethics for Public Service because of its dependency to
the office of Prime Minister and its political situation has been identified as sub-theme
of “obstacles to internalization of ethics” This item should be mentioned specifically as it
is one of the mostly emphasized ones. The factors below demonstrate how the mostly
emphasized items were categorized and named.

Ethics at the political arena. The weakness of professional ethics in the political arena
has been emphasized frequently to a great extent as the main obstacle for internalization
of ethics at the professional associations. Mostly repeated issues related to it as follows:
partisanship, favoritism, the sense of political insecurity, concern over “in order to win
power everything is permissible” attitude, competing interests, undue influence and
continuation in office of unethical politicians, are all issues mentioned in this framework.

Ethical barriers in society. This theme has been formed as a result the absence of ethics
perception because of social reasons. The most frequently expressed phrases mentioned
during the research; a view that “my employee knows what to do’, running after small
interests, developing the mentality of “she/he wins little, when they bribe’, the belief that
“even if he complains he will get no result in our country”, people not being able to change
and become free persons, a general tendency to believe that “every way is possible for
success”and not having any pressure on persons who behave unethically.

Injustice in recruitment, promotion and assignments. |ssues raised here were: political
opinion discrimination, nepotism, favoritism towards those who supports the current
regime.

Managerial ethical obstacles. Issues identified were: the application of legislation to
upper levels of the state, accepting nepotism, performing tasks for ones sake not because
of his/her job, the tradition of the ‘assigned’ not talking about the ‘selected; the lack of
freedom in rejecting undue influence and demands from high levels.
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Problems related with education. Problems such as, idealistic individuals cannot be
created as a result of training, the fact that ethical education does not begin starting from
home to during primary schools, the increase in the number of the university brought
qualitative distortion, were explained.

Obstacles in internalisation of ethics. According to results of the factor analysis in
order to determine the dimensions of the institutionalization of ethics, the research
suggested that there are three instead of two factors, different from literature. These
factors are respectively; implicit and explicit institutionalization, and efficiency of ethics
training programs. The factor of efficiency of ethics training programs may occur as an
independent dimension from the other two rather than being included in the two (as
it is in the literature) and may come from the commonly observed perception of the
practice and training/education distinction in Turkish Culture. As Table 15 indicates, the
overall mean of implicit institutionalization is higher than explicit institutionalization.
They have a perception of the degree of implicit institutionalization is higher than explicit
institutionalization of ethics in their association.

The research also suggests that there are a number of issues that inhibit the internalization
of ethics. First leaders who do not have must have ethical understanding, or fail to give
responsibility to someone else or the organization, the idea of ethics does not happen to
us, laws are not applied to everyone, auditing shortcomings, not believing in the role of
the Ethics Committees, and finding all works to be political, the idea of everything being
done in order to curry the favor of EU.
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Table 15: Factor Analysis Results for the Institutionalization of Ethics

Factor Names Variables Factor Load | Mean
Establishment a legacy of integrity for the organization by top 08728 371
management
Top management believes Fha? ethical behavior is paramount 0,8473 404
to the success of the organization
Respon§|blllty among employees for maintaining an ethical 0,8383 413
reputation
Tolerate successful employees’ questionable actions -0,7121 2,25

Implicit Institu-

tionalization Top management believes that organization should help to
. . . . 0,7022 4,00
improve the quality of life and the general welfare of society
Shared \{alue system and an understanding of what constitutes 0,6583 375
appropriate behaviors
Open communication between superiors and subordinates to

) } ; ; 0,6396 3,29
discuss ethical conflicts and dilemmas
Top management accepts responsibility for the unethical and
. A ) 04442 342
illegal decision making on the part of employees
Involvement of top management in ethical training programs 0,9038 2,81
Top-level person(s) responsible for ethics compliance programs 0,8755 2,99
Training programs that effectively communicate ethical

Explicit Institu- | standards and policies 08632 304

tionalization
Ethical committee/team that deals with ethical issues 0,8348 2,72
Regular ethics audit 0,7071 2,94
No rewards for good ethical decisions 0,5140 3,68

. Training programs to create an effective ethical culture to

Effectiveness prevent misconduct 0,8205 2,88

in Ethical Prac- . o

tices Top rlna‘nagemem evaluates the ethics training programs 0,6505 2,71
regularly

Combination of competition and ethics. Omitting ethical behavior in order to derive an
improper personal benefit, disregarding the principles of the profession by making unfair
competition, endangering the health of the people because of the ambition to win more
money, the belief that if there is competition there is no ethics and moral are expressions
used about the combination of competition and ethics.

OVERALL THEMES

As can be seen from the Table 16, prepared for summarizing the quantitative results
briefly for the purpose of merging the results of the qualitative and quantitative studies,
and listing the first 5 important factors, the professional organisation’s staffs that have
participated in the questionnaire believe that the practice and precautions concerning
ethics are important. The sample professional organisations show significant differences in
the following subjects: dimensions towards institutionalisation level of ethics, the relations
between ethics and profit and ethical awareness. When we compare these results with the
qualitative data obtained by interviews and focus group meetings we find exceedingly
parallel results.
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Table 16: Summary of Data Obtained by Questionnaire

Ethics in General Relative Slgnlﬁcant
- . . Differences
Professional Mean Dimensions Importance
I between
Organisations Average Level Instituti
nstitutions
Implicit Institutionalization 1 Present
IEr;;ti\é;Jtlonahzatlon of 3,27 Explicit Institutionalization 2 Present
Effectiveness in Ethical Practices 3 Present
Relationship between Ethics and Profit | 3 Present
Atmudes toward 3,16 Ethics Consciousness 1 Present
Ethics in General
Relationship between Ethics and Law 2 Absent
Personal Malpractices 2
Attitudes toward Wide-spread Malpractices 4
Questionable Work 3,16 Absent
Practices Organizational Malpractices 3
Transparency 1
General, Personal and Organisational 3
The issues that need Malpractices
to b? addressgd n 41 Personal Benefit and Nepotism 2 Absent
relation to Ethics
Transparency, Nepotism and Respect 1
Behaviour of superiors/managers in an
3,38 R 1
institution
The functioning of the judicial system
3,38 . 1
in the Country
Formation of 332 The gnderstanding of ethics in the 5
Decisions that do not public sector Absent
conform to Ethics 395 The way institutional culture appoints/ |
! promotes managers
3,21 Political climate of country 4
319 The way of organizational culture trains s
! managers

Qualitative data gathered under main titles such as combining qualitative data; political
ethics, social ethical barriers, finding work, injustices in appointments and promotions,
barriers of administrative ethics, problems dealing with education, the barriers to
internalization, the combination of competition and ethics, generally overlap with
quantitative data. It has been noticed that there are small differences in the evaluation of
work practicesin the organisationsin the ethicalframework.Theresults of the questionnaire,
when evaluated from the point of view of ethic practices shows that “transparency”is the
most important issue; next in order of importance are the “personal” and “organisational”
malpractices and the least important are the widespread personal practises.

From the point of view of qualitative findings it can be said that making such a list is
not possible and that it is effective for persons interviewed not to want to express their
views as regards the organisations. Even though the issue of transparency has not come
on the agenda as an important subject often stressed in interviews and focus group
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meetings, according to our observations as researchers there is sensitivity on the subject
of transparency in the organisations — as suggested by the fact that some organisations
do not allow their employees to fill in a questionnaire, as well as the absence of web-site
material on the disciplinary penalties given to the behaviour and practices of members
who do not conform to professional ethics and discipline of members. This may be
because of a hierarchical culture in the organisations and the interviewed employees,
when expressing their views on subjects, may prefer to remain silent even on general
subjects regarding the organisation.

However, the qualitative findings support the fact that individual malpractices are
more important than organisational malpractices. Even though the people interviewed
regarding their own organisations have not shared knowledge at a specific level, they
have confirmed this knowledge on a general level in their conversations. In the same way,
the finding that “transparency, favouritism and respect”are the most important subjects to
be accentuated for organisations was determined by indirect ways during the gathering
of qualitative data. However, in this process the importance of this finding has not been
determined objectively.

A minor difference between quantitative and qualitative findings has been observed only
in terms of the degree of importance. Apart from these two exceptional circumstances,
all the determinations overlap in terms of data sources. Accordingly, the professional
organisations within the scope of our research consider that from the point of view of
ethical approach and ethics internalisation, personal and public-political malpractices are
more important and vital than organisational malpractices.

According to the quantitative findings, in the formation of unethical decisions, the
following factors seem to be the most important: the behaviour of those in the upper
level of the organisation, the functioning of the judicial system of the country and the
ethical understanding of the public. Similarly, in qualitative findings this triangle has been
identified as most important. In the same way, the view that implicit institutionalisation is
moreimportantand effective than explicitinstitutionalisation wasemphasisedininterviews
and in focus meetings. Again within the quantitative findings ethical consciousness and
ethics-law relations are seen as the most important qualities to be found in the general
understanding of ethics of employees of organisations. This finding overlaps completely
with qualitative data.

Finally, when we examine closely the relations between the subjects that are thought to be
in need of accentuating in the field of ethics and the important factors in the formation of
unethical decisions, we find the following results: the respondents in the sample think that
the most important subject to be accentuated by the organisations is the “Transparency-
Nepotism-Respect”dimension and they evaluate that the behaviour of senior managers of
organisations and the functioning of the country’s judicial system are the primary reasons
of the formation of unethical decisions. According to an additional relation analysis made
for the purpose of determining whether there are any relations or not, it was determined
that there was only a relationship between “Transparency-Nepotism-Respect” and the
functioning of the countries judicial system (0,521, sig..0,004) and that this relationship
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was in the reverse direction. According to this, when it is believed that the country’s judicial
system is functioning, the belief that there is a necessity to reform the organisations as
regards openness-favouritism-respect will decrease. This finding also overlaps completely
with qualitative findings.

CONCLUSION

In conclusion, qualitative and quantities data generally confirm the validity of the findings
from the study. Some original and important findings should be emphasized. Firstly, it
should be stated that all the organisations have doubts as to whether the Council of Ethics
for Public Service affiliated with the Prime Minister’s Office is impartial and sincere in its
practices. It is observed that the Council is viewed as an authority formed to supervise
the activities of the professional organisations and for this reason the PAs had doubts
concerning the research and the researchers. This view might be caused by the common
approach of the organisations which was the perception that, if a work is only done to
satisfy the requirements of the legislation, when the legislation is abolished the institution
would be left on its own. Another element that might have caused the doubts is the view
that the higher administration was not sufficiently convinced of the importance of the
subject. Whereas all the research made in the area of administrative science show that if
the higher administration does not believe the practices it is difficult for the practices to
be established within the organisation.

Another important issue which should be stated and which is noticed in professional
organisations is the trend that “the president says the last word” which stresses the
importance of the President and the General Secretary. According to the observations, the
strongest person in the organisation among those who have been elected is the President
and among those who have been appointed is the General Secretary. The persons who
are elected determine which issues should be given importance in the organisation. In our
opinion, the fact that the organisation is dependent upon certain persons seems to be a
big disadvantage and brings with it great risk at organizations in general terms.

“The notification or informing of malpractices” and thus the prevention of unethical
behaviour which is stated in the training programmes on ethics, seems to be difficult
to attain in view of the effects of Turkish culture and the strong organisational culture
possessed by professional organisations.

Anotherissueis thatan employee informs the Ethical Committee of the unethical behaviour
of the higher administration how and to what extent he/she would be protected. In our
opinion the uncertainty of this issue should be solved in Turkish public administration

policy.

All the organisations which were interviewed think that ethical training should start in the
family, ethics and honesty should be learned in the early years of childhood at primary
school with how to become good citizen seminars and should become a part of the
person. Another point is the view that people cannot become ethical simply by drawing
up laws. Although Articles 1 and 3 of the Civil Code are concerned with honesty, it has been
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stressed frequently that it is doubtful that we are an honest society. As emphasized earlier,
this point is closely related with the perception that implicit institutionalization is more
important than explicit institutionalization and ethical awareness should be considered as
one of the most important issues.

In summary, it has been observed that PAs have lots of concern about the Council of Ethics
for Public Service’s structure and aims. On the other hand, some of them believe in deeply
that the Regulation does not cover the Associations. Therefore, having interviews with all
the associations whether face to face or on the phone, the Associations will continue to
comply with the requirements of the Council and not come out against the Regulation.
Some of them have already started ethics trainings and put related documents on their
web pages. But it still takes attention that the ethics studies may continue slowly with
lack of willingness. The Council should explain itself and its objectives clearly and openly
in order to prevent any misunderstandings, to become informally legal rather than
depending on being solely sufficient in law.

With regard to the professional ethics, it seems the PAs are conscious of its importance
and are trying to raise awareness of professional ethics codes to a degree. In most of the
Associations, professional ethics is spoken on the congress and meetings.

Generally speaking, it is observed that ethical approaches and ethics internalization in the
PAs needs to be developed. Consequently, according to our results of the research, for
ethical practices in the professional organisations to be successful in our country, it can be
said that in professional organisations in the scope of our research it is necessary for ethics
to be institutionalized implicitly and become a part of the person, for ethical consciousness
to be developed in the family and to be considered important from the beginning of
primary school onwards, for the stability of explicit institutionalisation of ethics to be
secured, for the legislation not to be uncertain according to politics and politicians, for the
Council of Ethics to prove with its practices that it is sincere and impartial, for the definitions
of duties of the members of the newly founded Ethical Commissions to be clearly drawn,
for there not to be distinction between appointed and elected persons in professional
organisations, for transparency to be provided in organisations, for there to be motivation
for the prevention of personal malpractices regarding ethics at organisational level, for the
development of organisational initiatives to eliminate favouritism and discrimination in
promotions and appointments, for the person initially for to feel personally responsible for
malpractices regarding ethics, instead of every individual blaming the other and finally, for
there to be a balance between the written and the applied issues without exception.
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ANNEXES
ANNEX 1: Methodology
A. DATA COLLECTION METHODS

Qualitative and quantitative data collection methods, a mixture of secondary data
collection, survey and semi-structured interviews will be used according to the research
model. In this qualitative research, the secondary data was analyzed after the combination
of interview, survey and focus group studies. In the research, the organizations were
analyzed according to their organization structure, ethical position, ethical approach and
applications before the interviews. These organizations were analyzed by examining their
web-sites, General Assembly/Discipline/Honor/Ethics Committee decisions, regulations,
legislative acts, Ethics Commission outputs and published works. The written documents
about the organizations’ ethical position were collected. The surveys were distributed
during the interviews. The data obtained at the end of every stage were conjoined after
being analyzed and generally analyzed. Two organizations (The Union of Chambers
and Commaodity Exchanges of Turkey and The Confederation of Turkish Tradesmen and
Craftsmen) within the study did not allow the surveys to be polled; therefore focus group
interviews were organized for the validity. Within the research there was a combination
of secondary data, interviews, focus group interviews and survey in order to obtain data
reliability. The diversification of data collection was organized in order to increase validity.
For the reliability, a pilot study was organized before polling the surveys and a standard
interview form was prepared while collecting qualitative data. During the study all the
data were recorded and the records were conjoined with the written documents/taken
notes and a final document was composed for validity and reliability.

The web sites of the Professional Associations (PAs) were checked and analyzed in order
to decide which cases should be selected for the project. The PAs were phoned to collect
information in order to decide which PAs will be covered by the study. During the decision
period, the selection criteria were clarified and the PAs which provide these criteria were
selected for the study. These criteria are listed below:

1) Does the PA have codes of conduct on its web-site?
2) Does the PA have an Ethics Commission in its organization structure?

3) Does the PA have professional ethic rules on its web-site?
The following methods were employed:

1. Secondary data analysis: After web-site examination, interviews on the phone were
realized for the missing data. General Assembly/Discipline/Honor/Ethics Committee
decisions, legislative acts, published works were examined on the web-sites of the
organizationsincluded in the study. Moreover, brochures, booklets, books and reports were
obtained from the organizations and used during the analysis. The list of the secondary
data included in the study is in the Annex 2.
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2. Interviews: In order to understand the organizations'activities about ethics, the position
of ethics in the organization, general approach to ethics, activities about professional
ethics and internalization level; there were interviews organized with the top managers

and members of the related commissions/committees as follows:

Organization Person Position Date
The Union of Chambers and ismail Ksksal. Mustafa
Commodity Exchanges of A . ! Secretary General, Auditor 16.01.2009
ydemir
Turkey
D.Ali GUngor Training Group Head 27.02.2009
The Banks Associations of -
Turkey Abdullah Tascioglu Eaer;l;mg and Research Group 57.02.2009
Av. Ozcan Cine Legal Services Manager 11.03.2009
Xmon. ofTurklsh Bar Av. 1. Glnes Gurseler Secretary General 11.03.2009
ssociations
Celal S. Maybek President Advisor 11.03.2009
Turkish Medical Association Dr. Murat Civaner Eth\cs Committee Member, 11.03.2009
ecretary
Huseyin Onder Secretary General 12.03.2009
"Ii'he'Chamber of Electrical Necati Ipek Energy Unit Coordinator 12.03.2009
ngineer
Mustafa Atmaca Ethics Committee Member 12.03.2009
Naci Sulkalar Secretary General 12.03.2009
Ertekin Soyer Ethics Committee Member / 12.03.2009
Training and Planning Specialist
Confederation of Turkish - -
Tradesmen and Craftsmen | A, g)if Gijliz Bayram Eth‘cs Committee Member / 12.03.2009
awyer
Bekir Karakurt Ethics Committee President / 12.03.2009
Personnel Manager
The.Chamber of Electrical FKemal Ozoguz Istanbul Branch Manager 19.03.2009
Engineer - Istanbul Branch
Turkish Medical Association Flsun Tas Administrative Secretary 19.03.2009
- Istanbul Branch
The Union of Chambers and
Commodity Exchanges of Ramazan Atalar Personnel Manager 02.04.2009
Turkey
The Union of Chambers and
Commodity Exchanges of Mustafa Aydemir Auditor 02.04.2009
Turkey
The Union of Chambers and
Commodity Exchanges of Serdar Tokat Auditor 02.04.2009
Turkey
The Union of Chambers and . .
Commodity Exchanges of Cengiz Ozcan Ethics Committee Member / 02.04.2009
Secretary General Assistant
Turkey
. Mustafa Atmaca, Ethics Committee Member,
Z:eiire‘:r:‘ber of Electrical Necati ipek, Huseyin Energy Unit Coordinator, Secretary | 03.04.2009
9 Onder General
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anon. ofTurklsh Bar Av. Ozcan Cine Legal Services Manager 06.04.2009
ssociations
Turkish Medical Association Dr.ilhan Dogan Medical Science Practices Bureau 09.04.2009
- Istanbul Branch
Turkish Medical Association Cevdet Albayrak Medical Science Practices Bureau 09.04.2009
- Istanbul Branch / Secretary
Confederation of Turkish
Tradesmen and Craftsmen - | Mustafa Akylz Secretary General 06.05.2009
Istanbul Branch
Confederation of Turkish ) ) )
Tradesmen and Craftsmen — Av. Ahmet Kemal Legal Advisor, Ethics Committee 06.05.2009
Ferlengez Member
Istanbul Branch
Confederation of Turkish Vice President of Discipline
Tradesmen and Craftsmen - | Osman Aktas C ; P 06.05.2009
ommittee
Istanbul Branch
The Banks Associations of y Financial and Administrative
Turkey Tugra Yazar Affairs Group Head 06052009
Turkish Medical Association Prof. Dr. Berna Arda Eforesident‘of Ethics Committee, 22.05.2009
Pride Committee Member
The'Chamber of Electrical Necati Ipek Energy Unit Coordinator 04.06.2009
Engineer
The Union of Chambers and
Commodity Exchanges of Mustafa Aydemir Auditor 04.06.2009
Turkey
Confederation of Turkish Elif Giliz Bayram Ethics Committee Member / 04.06.2000
Tradesmen and Craftsmen Lawyer
The Banks Associations of . . o
Turkey Burcay Tulay Senior Specialist 04.06.2009
anon. ofTurklsh Bar Ozcan Cine Legal Services Manager 04.06.2009
ssociations

While collecting data with the interviews, a standard interview form was prepared for
reliability. The data obtained before the interviews was probed by asking the questions of
“why”and “how". During the study all the data were recorded by the researchers and the
records were conjoined with the written documents/taken notes and the final document
was analyzed.

3. Survey: Ethical approach, principles and applications were revealed by survey and
secondary data; the internalization level of ethical rules was revealed by survey and
interviews. The survey was polled to employees, Executive Board, Discipline Committee
and Honor Committee members of the organizations included in the study. In order to
Create a questionnaire survey with a high validity, a comprehensive literature review was
conducted and three surveys were selected. The survey about the institutionalization
level of ethics has never been used in Turkey, therefore validity and reliability study was
organized. Five academicians who can speak the two languages as native speakers and
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experienced in social psychology and management, were asked to translate the original
questions into Turkish. The researchers conjoined the five documents into one and the
new document was back-translated into English by another academician who can speak
the two languages as native speakers and experienced in management. Having compared
the questions, two questions were re-translated. The other two surveys were obtained
from combining the published work by the professional ethic organizations. Moreover,
some factors about Turkish culture were added by the researchers after discussing these
factors with the colleagues at different universities. A pilot study was conducted on
students in order to pre-test the expressions. The questionnaire consists of three parts and
a total of 100 questions.

The first part (A) of the questionnaire consists of 5 different surveys. The first 16 questions
look at the institutionalization level of ethics. Developed by Singhapakdi and Vitell in
2007, the factors are classified as implicit and explicit in terms of institutionalization.” The
expressions are in Likert measure starting from 1-"totally agrees” to 5-"totally disagree”.
The reliability test was made by the scale-developers. The coefficient alpha values are
0.95 for implicit institutionalization and 0.92 for explicit institutionalization. The scale
used in the A/Il and A/V parts, was developed in order to measure ethical approaches of
businessmen from different cultures. The scale consists of three parts: “general approach
about professional ethics’, “factors that affect non-ethical decision-making of managers”
and “evaluations about work applications”. All the expressions of evaluations about work
applications have been eliminated due to repliers' profile and the organization’s structure.
Appropriate expressions were used in A/l and A/IV parts. The expressions are in Likert
measure starting from 1-"totally disagree”to 5-"totally agree” The reliability test was made
by the scale-developers. The coefficient alpha values are 0.65 for A/Il and 0.76 for A/ V."®

The questions in A/llland A/IV parts were prepared in order to understand the applications
in business environment within the PAs. The first question was adapted from Ethics
Resources Center which was conducted in U.S in 2007 within the National Business Ethics
Survey. The second question was adapted from Institute of Business Ethics which was
conducted in UK in 2007 about professional ethics from the view of the society. Moreover,
Baumhart’s expressions were enriched with the Ethics Committee’s published work.

The 5 questions in the B part of the questionnaire were about the ethical values during
the recruitment process. The questions were prepared by the researchers in order to
understand the relationship of the procedures with ethics.

The last part of the questionnaire consists of personal characteristics and information
about the organization. The last question of the questionnaire is about writing a story that
the respondents lived about ethics within their organization.

4. Focus Group Interview: The aim of focus group interviews is to gather extensive
information about ethical principles, approaches and internalization level of the PAs. One
advantage of the focus group interview is that all participants have a chance to share

17 Singhapakdi, A, Vitell, J..S, “Institutionalization of ethics and its consequences: a survey of marketing professionals’, Journal of the Academey of
Marketing Science, Vol. 35, 284-294.
18 Ay, C,"Isletmelerde Etiksel Karar Almada Kulttrin Roll’, Yonetim ve Ekonomi, Cilt:12, S:2, Manisa, 2005.
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ideas and interact with each other. Discipline/Honor/Ethics Committee members of the
organizations included in the study were invited via fax in order to gather information
about ethics.

Focus group interview was held in Ankara because most of the PAs' head offices are
situated in Ankara. The focus group interview lasted three hours. Except for the Turkish
Medical Association, all the PAs in the study joined the meeting. During the interview,
three main general points were questioned. These are:

1: What are the most frequent ethical problems that have been faced in the business-
life?
2. What are the internal & external factors that prevent ethical behavior in Turkey?

3: How can the individuals behave in an ethical way? Is there any solution
suggestion?

In addition to these general questions above, specific questions about every PA were
asked during the interview.

B. METHOD OF QUALITATIVE DATA ANAYSES AND STAGES OF
CONTENT ANALYSES

Interviews and focus group interviews made for this study were evaluated using content
analysis. Thus, the ethical approach of the institutions in the scope of the work, degree of
internalization and perceptions was tried to be understood. As part of this study, totally
19 meetings have been made by employees of 6 institutions (including telephone calls)
and a focus group interview was realized. Meetings have been recorded; the issues held in
these interviews were exactly transferred to papers.

Interviews with methods of semi-structured questions which lasted approximately three
hours took place in their buildings. Regarding matters that are not understood, interviews
were made by the same persons again face to face or on telephone and all of the details
were recorded.

First of all, records were listened to by one of the researchers, and put into writing. All of
the oral data from the interviews and focus group interview was transferred to a word
document. Due to the time order differences, oral data gathered from the interviews
transferred to a word document as it is and content analyzed and lists of items recorded to
an exel document first. The process of categorization of the data of focus group interview
done afterwards independently, and the same procedure was followed. At the end, all the
two content analyzes results were merged.

During the process of categorization of the data, frequency of comments (the frequency
of issues during a discussion), the width of the comments (the number of people who talk
about the same issue) and intensity of comments (the height of sound, the enormity, the
speed, highlights above some words) have been considered.
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The same process was taken up by two researchers independently in order to avoid
personal perceptions and comments and provide consistency, and then the two different
studies joined, and at the end seven main factor have been found by resulting items,
category and themes were discussed.

C. LIMITATIONS OF THE RESEARCH

*

The PAs included in the study find the organization and works of Ethics Committee
and European Commission insecure.

The PAs state that they are not included in the Ethics Committee Regulation,
therefore they hesitate about every initiative and study in this issue.

The Executive Board, Discipline Committee and Honor Committee members of the
PAs included in the study are from different cities in Turkey therefore there was no
chance to meet every member face to face.

Time limitation

The questionnaire in the study was about the ethical approaches of the PAs that
created worry preventing them to join the questionnaire. Ethics is a sensitive issue
and the respondents may have answered the questions without sincerity. There is a
possibility for the respondents to have answered the questions in the questionnaire
like “what should it be” rather than the existing situations. Moreover, in Turkish
culture it is common to hide the negative things and reveal positive things.

Some employees from PAs had a hesitation during the interviews because of the
organization policies and culture. This can be evaluated as a constraint, too.
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ANNEX 2: Lists of Documents Analyzed in the Study
UNION OF TURKISH BAR ASSOCIATIONS

A.The documents that are on the web-site

1

u AW N

)
)
)
)
)
)

6

Advocacy Law

Advocacy Law Regulation

Ad Ban Regulation

Advocacy Professional Ethics
Europe’s Advocacy Professional Ethics

Discipline Committee Decisions (2008)

B. The documents that are given

1)
2)

Advocacy Discipline Law
Executive Board Activity Report 2009 (30" General Assembly)

THE BANKS ASSOCIATIONS OF TURKEY

A.The documents that are on the web-site

1

o N O U1 AW

)
)
)
)
)
)
)
)
)

9

Activity Reports of 2006, 2007 and 2008

Professional Ethics of Banking

Banking Law No: 5411

The statue of The Banks Associations of Turkey

The Banks Associations of Turkey Ethics Committee Work Principal Causes
Basic Principles for Effective Banking Auditing

Banks' Corporate Management Principles Regulation

Ad Ban Principles of The Banks Associations of Turkey Members

The Banks Associations of Turkey in 50" Year and the Banking System Book (1958-
2007)

10) The Importance of Fight against Money Laundry and Terrorism Financing and Its

Applications in Turkish Banking System Guide

11) The Banks Associations of Turkey 50" General Assembly Speeches, 29 May 2007
12) The Banks Associations of Turkey 515" General Assembly Speeches, 29 May 2008

13) Customer Complaints Referee Commission Annual Activity Report, September

2007- August 2008
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THE CHAMBER OF ELECTRICAL ENGINEER

A.The documents that are on the web-site

1.

nokh W

Personnel Regulation

The Chamber of Electrical Engineer General Assembly Activity Report, 2008
The Chamber of Electrical Engineer Regulation

Discipline Regulation

Ethics, Moral and Codes of Conduct (On-line book)

B. The documents that are given

1.

N o s W

The Chamber of Electrical Engineer Globalization, Ethical Codes and Organizations
Book

The Chamber of Electrical Engineer 41t Work-Year Activities (2008-2011)
Professional Code of Conduct

The Chamber of Electrical Engineer 39" Term Activity Report 2004-2006

The Chamber of Electrical Engineer 40" Term Activity Report 2006-2008

The Chamber of Electrical Engineer Pride Committee Decision Summaries, 2009

Capitalism, Humanity and Engineering; Ahmet Hasim Kdse, Ahmet Onci, 2000
(Research on engineers and architects in Turkey)

CONFEDERATION OF TURKISH TRADESMEN and CRAFTSMEN

A.The documents that are on the web-site

1.
2.

The Confederation of Turkish Tradesmen and Craftsmen Personnel Regulation

The Confederation of Turkish Tradesmen and Craftsmen Ethics Committee Activity
Report

3. The Confederation of Turkish Tradesmen and Craftsmen Report, 2008

The Confederation of Turkish Tradesmen and Craftsmen Common Mind Platform
Report, 2008

The Confederation of Turkish Tradesmen and Craftsmen Discipline Committee
Regulation

The Confederation of Turkish Tradesmen and Craftsmen Regulation

7. The Federation of Drivers Ethics Committee Report

B. The documents that are given

1.
2.

Law No: 5362 about Tradesmen and Craftsmen (Booklet)
Trade Guild and Today's Craftsman Book
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THE UNION OF CHAMBERS and COMMODITY EXCHANGES OF
TURKEY

A.The documents that are on the web-site

1. The Union of Chambers and Commodity Exchanges of Turkey 62" General
Assembly President Speech, 2007

2. The Union of Chambers and Commaodity Exchanges of Turkey 63" General Assembly
President Speech, 2008

3. The Union of Chambers and Commodity Exchanges of Turkey: Change and
Evolution 2005-2006

4. The Union of Chambers and Commodity Exchanges of Turkey Law No: 5174

5. Discipline Committee Regulation for The Union of Chambers and Commaodity
Exchanges of Turkey

6. The Union of Chambers and Commodity Exchanges of Turkey Personnel
Regulation

7. Gifts, Awards and Rewards, 2007
8. Suggestions For a Better Future, Turkey VII, 2008

B. The documents that are given

1. The Union of Chambers and Commodity Exchanges of Turkey 2005-2006 Activity
Report

2. The Union of Chambers and Commodity Exchanges of Turkey 2006 Activity
Report

3. The Union of Chambers and Commodity Exchanges of Turkey 2007 Activity
Report

4. The Union of Chambers and Commodity Exchanges of Turkey Discipline Committee
Decisions’ Statistics

C.The documents that are analyzed at the organization

1. The Union of Chambers and Commodity Exchanges of Turkey 2006 Activity Report
High Discipline Committee Decisions (2005-2009)

TURKISH MEDICAL ASSOCIATION

A.The documents that are on the web-site

1. Turkish Medical Association General Assembly Notes, 2009
2. Turkish Medical Association General Assembly Notes, 2008

3. Turkish Medical Association 55" Superior General Assembly and 56" General
Assembly Notes, 2006 and 2007

4. Medical Science Professional Ethics Rules



5. Turkish Medical Association Central Council Activity report, 2006-2007
6. Turkish Medical Association Central Council Activity report, 2006-2008
7.
8
9.

Turkish Medical Association Ethics Committee Policies

. Turkish Medical Association Medicine Presentation Principles

Advertising and Presentation Book for the Health

10. Turkish Medical Association Correspondence (2008 and 2009)
11. Medical Deontology Regulation
12. Turkish Medical Association Law No: 6023

13. Turkish Medical Association Discipline Regulation

B. The documents that are given

1.

vk W

O 0 N O

Turkish Medical Association Ethics Workshop Result Reports

Turkish Medical Association Method in Discipline Investigation and Prosecution
Turkish Medical Association Istanbul Branch Transformation in Health

Turkish Medical Association Istanbul Branch Activity Report 2007-2008

Turkish Medical Association Istanbul Branch Medical Application Bureau Work Flow
Chart

Turkish Medical Association Istanbul Branch Medical Deontology
Turkish Medical Association Discipline Regulation
Turkish Medical Association Istanbul Branch Medical Application Bureau Statistics

Turkish Medical Association Istanbul Branch Inquisition Techniques of Medical
Application

10. Medical Science Professional Ethics Booklet

11. Medical Application Bureau Complaint Registration Form
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ANNEX 3: Interview Form

What are the most important ethical problems in public sector?
What are the most frequent ethical problems that are faced in PAs?

What are the most frequent ethical problems that are faced in your organization?

A wbh =

Are there any expressions about ethics, principles and procedures in your
organization’s orientation booklets or the other documents?

. What might be

a) theinternal factors that affect the ethical behavior in your organization?

wni

b) the internal factors that affect the unethical behavior in your organization?

6. What might be
a) the external factors that affect the ethical behavior in your organization?
b) the external factors that affect the unethical behavior in your organization?

7. What do you think about the quality of the ethics training given by your
organization?

8. What should be done for ethical principles, behavior and applications to be
accepted within the organization?

9. Is there an Ethics Committee in your organization? If yes, how many members are
there in the committee? Please explain about the duties, work and activities of the
Ethics Committee.

10.1s there an ethics audit tradition or a department responsible for auditing in your
organization?

11.What are the most sensitive issues about ethics in your organization?

12.What are the second most important ethical problems in your organization?

13.Is there anyone from Executive Board responsible for ethics and compliance issues
in your organization?

14.1s ethics indispensable for success and positive image in your organization? Is there
a reward system for ethical behavior?
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PUBLIC BIDDINGS AND ETHICS

INTRODUCTION

Public Procurement, is increasingly recognised as a central instrument to ensure efficient
and corruption-free management of public resources. In this context, the role of
procurement officials has changed importantly in recent years to cope with the demand
for integrity in public procurement. Besides, countries have devoted some efforts about
public procurement: Public procurement procedures are transparent and promote fair and
equal treatment; public resources linked to public procurement are used in accordance
with intended purposes; behaviours and professionalism of procurement officials, who is
in charge of public procurement are in line with the public purposes of their management;
public procurement system needs to be open to legal ways against procurement decisions,
to ensure accountability and to provide public scrutiny.

The main aim of the specific research, is to reveal the risks, weaknesses and fragilities
before, during and after the bidding phases in public bidding procedures as practiced in
Turkey; and to reveal common unethical behaviours posed in these risky areas, and offer
possible solutions in order to prevent them.

In this project, which regards to research connected public procurement and ethic and
to define ethical problems, in order to fulfil the aim of the specific research in-depth
interviews will be used as a method for data collection. All of the interviewees will have
got knowledge and experience in the area of public biddings and ethics.

As the place for the fieldwork Ankara was chosen. The reason for this choice is that as
the home for “Public Procurement Authority” (Kamu Ihale Kurumu), Ankara at the same
time is the place of residence for people who have managerial positions in the central
government and local authorities and contractors that are large enough for generalizing
and willing to be interviewed.

On the other hand, public biddings as the subject matter of the specific research is limited
to energy biddings and local government biddings and the research will be concentrated
on these two areas. Among the most important reasons for limiting the research to the
above-mentioned types are these types of biddings have greater publicity, involve large
financial amounts, yield more complaints from the general public, and especially energy
biddings have international dimensions.

As a result of focusing on the specific research, the following subject headings were
pursued through the interviews: As a result of the interviews, the following findings in
subject headings were obtained:

e What are the most risky areas where unethical behaviours might appear in the
bidding process?

e What kind of unethical behaviours might appear in these risky areas?
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e What are the mechanisms and measures which might prevent unethical
behaviours?

e Would it be useful to prepare ethical codes encompassing both bidders and the
public administrations for public biddings?

Finally the research will identify those areas and procedures where the Council of Ethics
may have a particular impact in terms of guidance, training and review. To conclude, the
solutions to be put forward by the project helps the decision-makers develop effective
policies.

86



PUBLIC BIDDINGS AND ETHICS

INTERNATIONAL LEGISLATION ON PUBLIC
PROCUREMENT

UNCITRAL Model Law on Procurement

The United Nations Commission on International Trade Law (UNCITRAL) was established
by the General Assembly in 1966." In establishing the Commission, the General Assembly
recognized that disparities in national laws governing international trade created
obstacles to the flow of trade, and it regarded the Commission as the vehicle by which the
United Nations could play a more active role in reducing or removing these obstacles. The
General Assembly gave the Commission the general mandate to further the progressive
harmonization and unification of the law of international trade. The UNCITRAL Model
Law on Procurement of Goods, Construction and Services was adopted by the United
Nations Commission on International Trade Law in 1994, without thereby superseding
the UNCITRAL Model Law on Procurement of Goods and Construction, adopted by the
Commission in 1993.

Aim of the Model Law

The Model Law on procurement is intended to serve as a model to countries for the
evaluation and improvement of their procurement laws and practices and for the
establishment of procurement laws where none presently exist. The Model Law contains
procedures aimed at achieving the objectives of competition, transparency, fairness and
objectivity in the procurement process, and thereby increasing economy and efficiency
in procurement.®

Scope of the Model Law

Model Law applies to all procurement by procuring entities, except procurement involving
national defence or national security. In addition, the enacting state may specify in this
Law additional types of procurement to be excluded or procurement of type excluded
by the procurement regulations (Art. 1) As the definition of “procuring entity”is important
the Law proposes two options to the enacting states. It is also possible for the enacting
states to insert other entities or enterprises, or categories thereof, to be included in the
definition of “procuring entity” (Art. 2). International obligations of the enacting state
relating to procurement and intergovernmental agreements within the state to the
extent that this Law conflicts with an obligation of this state under or arising out of
any (a) treaty or other form of agreement to which it is a party with one or more other
states, (b) agreement entered into by this state with an intergovernmental international
financing institution, or (c) agreement between the federal government of a state and any
subdivision or subdivisions of this state, or between any two or more such subdivisions,
the requirements of the treaty or agreement shall prevail; but in all other respects, this Law

19 Resolution 2205(XXI), 17 December 1966, http://www.uncitral.org/uncitral/en/about/origin.html (10.02.2009).

20 For more see, S. Arrowsmith (2002-b), Government Procurement in the WTO, Kluwer Law International, The Hague, 8.4.1 ve 8.5.1; Christian Serve-
nay and Rhodri Williams (1995), “Introduction of a Regulatory Framework on Public Procurement in the Central and Eastern European Countries: the
First Step on a Long Road’, Public Procurement Law Review, Vol. 4, p. 237; Sue Arrowsmith (2004), “Public Procurement: An Appraisal of the Uncitral
Model Law as a Global Standard’, International and Comparative Law Quarterly, Vol. 53.1, pp. 17-46.
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governs procurement (Art. 3). The Law proposes that the enacting state should specify
the organ or authority authorized to promulgate the procurement regulations to fulfil
the objectives and to carry out the provisions of this Law (Art. 4). (Sf. 3 — Cimleler eksik ve
tutmuyor.)

Principles of the Model Law

Procurement legislation should be accessible to the public and systematically maintained
(Art. 5). In order to participate in procurement proceedings, suppliers or contractors must
qualify by meeting the criteria laid down in article 6 as the procuring entity considers
appropriate in the particular procurement proceedings; if needed prequalification
proceedings should be in accordance with article 6 (Art. 7). (Suppliers or contractors)
are permitted to participate in procurement proceedings without regard to nationality,
except in cases in which the procuring entity decides, on grounds specified in the
procurement regulations or according to other provisions of law, to limit participation in
procurement proceedings on the basis of nationality (Art. 8). The procuring entity should
not impose any requirements as to the legalization of the documentary evidence other
than those provided for in the laws of this state relating to the legalization of documents
of the type in question (Art. 10). The procuring entity should maintain a record of the
procurement proceedings (Art. 11). The procurement contract awards notice should be
promptly published by the procuring entity (Art. 12). A procuring entity should reject a
tender, proposal, offer or quotation if the supplier or contractor that submitted it offers,
gives or agrees to give, directly or indirectly, to any current or former officer or employee
of the procuring entity or other governmental authority a gratuity in any form (Art. 13).
Any specifications, plans, drawings and designs setting forth the technical or quality
characteristics of the goods or construction to be procured, and requirements concerning
testing and test methods, packaging, marking or labelling or conformity certification, and
symbols and terminology, that create obstacles to participation, including obstacles based
on nationality, by suppliers or contractors in the procurement proceedings should not
be included or used in the prequalification documents, solicitation documents or other
documents for solicitation of proposals, offers or quotations (Art. 14).

Tendering Proceedings

The Law proposes that the contracting authorities should apply a) Domestic tendering
(Art. 21-35); b) Two-stage tendering or competitive negotiation (Art. 36, 39); ¢) Restricted
tendering (Art. 37); d) Request for proposals (Art. 38); e) Single-source procurement (Art.
41). Methods of procurement and their conditions for use are laid down in articles 17-20.

Review

In principle, any supplier or contractor that claims to have suffered, or that may suffer loss
orinjury due to a breach of a duty imposed on the procuring entity by this Law may seek
review (Art. 42). Article 42(2) lays down the situations which cannot be reviewed as a) the
selection of a method of procurement pursuant to articles 16 to 20; b) the limitation of
procurement proceedings in accordance with article 8 on the basis of nationality; ) the
decision by the procuring entity under article 33 (1) to reject all tenders; and (d) a refusal
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by the procuring entity to respond to an expression of interest in participating in request-
for-proposals proceedings pursuant to article 38 (2).

The Law proposes a three phased review:

a) Review by procuring entity (or by approving authority) (Art. 43);
b) Administrative review (Art. 44); and
¢) Judicial review (Art. 45) .2

Public Procurement Agreements in the General Agreement
on Tariffs and Trade (GATT)

As public procurement of goods and services represents a major part of a country’s market
for foreign suppliers, government procurement is also of great importance to international
trade flows, and government procurement markets are of interest to foreign suppliers
as well as domestic suppliers. In this respect, the principles of transparency and fair and
effective competition identified above are equally relevant in the international context.
Nonetheless, in the past, government procurement has been effectively excluded from
the application of the main multilateral trade rules under the GATT and the WTO. In
the General Agreement on Tariffs and Trade, originally negotiated in 1947, government
procurement was explicitly excluded from the key national treatment obligation. More
recently, government procurement has also been excluded from the main market access
commitments of the General Agreement on Trade in Services.

A growing awareness of the trade-restrictive effects of discriminatory procurement policies
and of the desirability of filling these gaps in the trading system resulted in a first effort
to bring government procurement under internationally agreed trade rules in the Tokyo
Round of Trade Negotiations. As a result, the first Agreement on Government Procurement
was signed in 1979 and entered into force in 1981. It was amended in 1987, with this
amended version entering into force in 1988.

The Plurilateral Agreement on Government Procurement (GPA)

In parallel with the Uruguay Round, Parties to the Agreement held negotiations to broaden
the coverage of the Agreement to purchases by sub-central government entities and other
public enterprises and to the services and construction services sectors. Following these
negotiations, the Agreement on Government Procurement (1994) (‘GPA’) was signed in
Marrakesh on 15 April 1994 and entered into force on 1 January 1996 at the same time as
the Agreement Establishing the WTO. GPA is to date the only legally binding agreement
in the WTO focusing on the subject of government procurement. It is a plurilateral treaty
administered by a Committee on Government Procurement, which includes the WTO
members that are parties to the GPA, and thus have rights and obligations under the
Agreement. The GPA is one of the “plurilateral” Agreements included in Annex 4 to the
Marrakesh Agreement Establishing the WTO, signifying that not all WTO Members are
bound by it.?

21 For more see, Sue Arrowsmith, John Linarelli, and Don Wallace (2000), Regulating Public Procurement: National and International Perspectives,
Kluwer Law International, The Hague, pp. 88-98.
22 Grace Xavier (2004), “Global Harmonisation of Contracts Law — Fact or Fiction’, Construction Law Journal, 20(1), pp. 3-18.
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The content and specialities of the New Agreement

The Agreement compasses provisions relating to: national treatment and non-
discrimination for the suppliers of parties to the agreement with respect to procurement
of covered goods, services and construction services as set out in each party’s schedules
and subject to various exceptions and exclusions that are noted therein; transparency
and procedural aspects of the procurement process, in general, designed to ensure
that covered procurement under the Agreement is carried out in a transparent and
competitive manner that does not discriminate against the goods, services or suppliers of
other parties; transparency of procurement-related information; the availability and nature
of domestic review procedures for supplier challenges which must be put in place by all
parties to the Agreement; the application of the WTO Dispute Settlement Understanding
in this area; accession to the Agreement of further WTO members; and a “built-in agenda”
for improvement of the Agreement, extension of coverage and elimination of remaining
discriminatory measures through further negotiations.

Currently, the GPA is the main instrument in the WTO that provides a framework for
the conduct of international trade in government procurement markets among the
participating countries. Additionally, it can be considered to serve broader purposesrelating
to good governance and the attainment of value for money in national procurement
systems.

Cornerstone principles: non-discrimination and transparency

The GPA establishes an agreed framework of rights and obligations among its Parties
with respect to their national laws, regulations, procedures and practices in the area of
government procurement. An important cornerstone principle in this regard is non-
discrimination. In respect of the procurement covered by the Agreement, Parties to the
Agreement are required to accord to the products, services and suppliers of any other Party
to the Agreement treatment “no less favourable”than they give to their domestic products,
services and suppliers (Article lll:1(a)). Further, Parties may not discriminate among goods,
services and suppliers of other Parties (Article lll:1(b)). In addition, each Party is required to
ensure that its entities do not treat domestic suppliers differently on the basis of a greater
or lesser degree of foreign affiliation or ownership as well as to ensure that its entities do
not discriminate against domestic suppliers because their good or service is produced in
the territory of another Party (Article IlI:2).

In order to ensure that the basic principle of non-discrimination is followed and that access
to procurement is available to foreign products, services and suppliers, the Agreement
also places considerable emphasis on procedures for providing transparency of laws,
regulations, procedures and practices regarding government procurement.

Thereisageneral requirement to publish laws, regulations, judicial decisions, administrative
rulings of general application and any procedures regarding government procurement
covered by the Agreement. The relevant publications are listed in Appendix IV (Article
XIX:1). As a further element of transparency under the Agreement, each government
must collect and provide to the other Parties, through the Committee, statistics on its
procurement covered by the Agreement (Article XIX.5)
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EC Public Procurement Law
Legal Framework

Within the European Community, public sector procurement is big business, accounting
for as much as 15% of the Community’s GDP. The Treaty establishing the European
Community makes no express mention of public contracts. Nevertheless, a number
of its more general provisions are relevant to public procurement in instituting and
guaranteeing the proper operation of the single market. The effects of these general
obligations is, effectively, to render any conduct by regulated entities unlawful which
discriminates, directly or indirectly, against contractors or products from other member
states and which obstructs the realisation of the European single market. In the context
of public procurement, there are four key provisions applicable: Articles 28-31 on the free
movement of goods, Articles 43-48 on the freedom of establishment and Articles 49-55
concerned with the freedom to provide services.” Therefore, the European Commission
as one of the major elements in its programme for developing the Internal Market has
sought to open up public procurement through directives.

The first stage in this process was the agreement to a new Supplies Directive 88/295/
EC in 1988, followed by the new Works Directive 89/440/EC in 1989, the Compliance/
Remedies Directive 89/665/EC in 1991 and the Services Directive 92/50/EC** in July 1993.
The introduction of the Services Directive meant that all public sectors spending above
the relevant thresholds are now covered by an EC Purchasing Directive. These Directives
were updated in 1993% and were brought into line with the Government Procurement
Agreement (GPA) by Amending Directive 97/52/EC during 1998.

Consolidated Directives

A new Consolidated Directive 2004/18/EC and Directive 2004/17/EC of 13th March
2004 which incorporate the former Supplies, Services and Works Directives and Utilities
Directives have been introduced.

23 S. Arrowsmith (1992-a), "An Overview of EC Policy on Public Procurement: Current Position and Future Prospects’, Public Procurement Law
Review, Vol. 1, ss. 28-39; Peter Braun (2000), "A Matter of Principle(s) - The Treatment of Contracts Falling Outside the Scope of the European Public
Procurement Directives’, Public Procurement Law Review, Vol. 1, pp. 39-48; Commission, The Rules Governing...

24 0J.1806.1992, 1209, s. 1. Amended by Directive 97/52/EC, O.J. 13.10.1997, 1328, p. 1.

25 93/36/EC and 93/37/EC 0J.9.8.1993, L199, p. 1.
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Directive 2004/17/EC coordinating the procurement procedures of
entities operating in the water, energy, transport and postal services
sectors

In order to simplify and modernise Directive 93/38/EEC of 14 June 1993 coordinating
the procurement procedures of entities operating in the water, energy, transport and
telecommunications sectors the European Parliament and the Council adopted Directive
2004/17/EC on 31 March 2004. This Directive is based on Court of Justice case-law, in
particular case-law on award criteria, which clarifies the possibilities for the contracting
entities to meet the needs of the public concerned, including in the environmental and/
or social area, provided that such criteria are linked to the subject-matter of the contract,
do not confer an unrestricted freedom of choice on the contracting entity, are expressly
mentioned and comply with the fundamental principles mentioned in recital 9.%

Directive 2004/18/EC on the coordination of procedures for the award
of public works contracts, public supply contracts and public service
contracts

This Directive which came into effect on 1st February 2006 aims to simplify and update
the existing rules by facilitating electronic procurement and the use of developing
procurement procedures. This Directive covers all parts of the public sector including
central government, health authorities, the education sector and local authorities. The
new public sector Consolidated Directive goes much further than the earlier Directives,
and in doing so gives emphasis to procedures which if not fully understood could inhibit
the procurement process. It is important that purchasers within the public sector know
the “rules of the game’, so that they can purchase effectively and not allow the letting of
contracts to become an administrative procedure.,

Basic Changes of the Directives
- Personal situation of the candidate or tenderer

Any candidate or tenderer who has been the subject of a conviction by final judgment of
which the contracting authority is aware for one or more of the reasons listed in Article 45
shall be excluded from participation in a public contract

(- Public contracts and framework agreements awarded by central purchasing
bodies

Member States may stipulate that contracting authorities may purchase works, supplies
and/or services from or through a central purchasing body. Contracting authorities which
purchase works, supplies and/or services from or through a central purchasing body in the
cases set out in Article 1(10) shall be deemed to have complied with this Directive insofar
as the central purchasing body has complied with it (Art. 11)..)

26 0J.30.4.2004, 1134, pp. 1-113.
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(- Technical specifications

The technical specifications as defined in point 1 of Annex VI shall be set out in the contract
documentation, such as contract notices, contract documents or additional documents.
Whenever possible these technical specifications should be defined so as to take into
account accessibility criteria for people with disabilities or design for all users. Technical
specifications shall afford equal access for tenderers and not have the effect of creating
unjustified obstacles to the opening up of public procurement to competition (Art. 23).)

- Framework agreements

Member States may provide that contracting authorities may conclude framework
agreements. The parties to the framework agreement have to be chosen by applying
the award criteria set in accordance with Article 53. Award procedures may be applied
only between the contracting authorities and the economic operators originally party to
the framework agreement. When awarding contracts based on a framework agreement,
the parties may under no circumstances make substantial amendments to the terms laid
down in that framework agreement (Art. 32)

- Competitive dialogue

In the case of particularly complex contracts, Member States may provide that where
contracting authorities consider that the use of the open or restricted procedure will not
allow the award of the contract, the latter may make use of the competitive dialogue in
accordance with Article 29. A public contract shall be awarded on the sole basis of the
award criterion for the most economically advantageous tender.

- Dynamic purchasing systems

According to Article 33, Member States may provide that contracting authorities may use
dynamic purchasing systems. In order to set up a dynamic purchasing system, contracting
authorities should follow the rules of the open procedure in all its phases up to the award of
the contracts to be concluded under this system. All the tenderers satisfying the selection
criteria and having submitted an indicative tender which complies with the specification
and any possible additional documents have to be admitted to the system; indicative
tenders may be improved at any time provided that they continue to comply with the
specification. With a view to setting up the system and to the award of contracts under
that system, contracting authorities have to use solely electronic means in accordance
with Article 42(2) to (5).

- Use of Electronic Auctions

Member States may provide that contracting authorities may use electronic auctions. In
open, restricted or negotiated procedures, the contracting authorities may decide that the
award of a public contract shall be preceded by an electronic auction when the contract
specifications can be established with precision. In the same circumstances, an electronic
auction may be held on the reopening of competition among the parties to a framework
agreement and on the opening for competition of contracts to be awarded under the
dynamic purchasing system (Article 54).
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Public bidding market in Turkey is around 85 billion TL in 2007, amounting %8 National
Gross Product (Gross Domestic Product).?” About 200000 biddings have been carried out
per year in Turkey. Thus, it was inevitable to regulate this market.

State Procurement Law No: 2886

The State Procurement Law, no: 2886, enacted in 1984, includes important arrangements.
The aim of the law, in central and local public departments, is to maintain competition
and avoid bias and corruption in purchasing, service, rental, construction etc. to use public
sources effectively and efficiency.®

Public Procurement Law No: 4734 and Public Procurement
Contracts Law No: 4735

Turkey is an observer memberin Public Bidding Committee of the World Trade Organization
(WTO).?° While assessing the EU membership of Turkey WTO has prepared a list in 1998 in
order to show what Turkey had to do in this process.® In relation to these aims it was clear
that Turkish law on the subject was inadequate Therefore a new law was needed in order
to meet such requirements, being in accordance with EU laws and international rules,
creating an independent control body etc. Therefore, the Public Procurement Law (PPL)
(Law no. 4734) and Public Procurement Contracts Law (PPCL) No: 4735 was adopted in
2002.3" At the beginning of 2003, in parallel to the EU harmonization requirements were
PPL and PPCL implemented and procurements underwent a new structural change both
in institutional and regulatory terms.

In drafting the PPL the internationally acknowledged UNCITRAL (The United Nations
Commission on International Trade Law Model Law), recommended by the United
Nations, the World Bank and OECD, was used as the main source. As well as being strongly
influenced by the Model Law the Turkish PPL also reflects, however, some principles of
the EC Public Procurement Directives, the World Bank’s procurement procedures and the
procurement provisions of the World Trade Organisation Agreement on Government
Procurement. Therefore, the new legislative framework is, in general, in line with the EU
Procurement Directives and international standards such as the UNCITRAL Model Law and
GPA (Government Procurement Agreement) and their practices. (As a model framework
rather than a binding legal text the Model Law was intended: “to serve as a model for
states for the evaluation and modernization of their procurement law and practices and
the establishment of procurement legislation where none presently exists’*> The PPL has
been amended several times every year since 2002.%

27 Muge Kepek,“5812 Sayili Kanun Cercevesinde Kamu Ihale Mevzuatinda Meydana Gelen Son Degisiklikler’, Bitge Dunyasi, Cilt 3, Sayi 31, Kig 2009,
pp. 31-37.

28 Kemal Erol (1996), Kamu Ihaleleri ve Kugik ve Orta Boy Isletmeler, TES-AR Yayinlari, Ankara, pp. 2-14; Robert L. Burdsal (2002), "An Overview of
Turkish Public Procurement Law", Public Procurement Law Review, Vol. 1, pp. 56-73.

29 WTO, Document GPA/M/2.

30 World Trade Organization Circular 98-3824, “Working Group on Transparency in Government Procurement’, 2 October 1998.

31 Law no. 2886 wasnt annuled by Law no. 4734 but new Law was adopted in regards to procurement.

32 Servet Alyanak (2007),"An Overview of the Legal Rules Governing Public Procurement in Turkey’, Public Procurement Law Review, Vol. 2, pp.
125-143.

33 By laws nos. 4761, 4964, 5020, 5148, 5226, 5255, 5312, 5436, 5583, 5615, 5625, 5680 and 5812.
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Scope and Exceptions

The current PPL is generally well structured, with a natural division between the various
phases in the procurement process* The public procurement regime covers budget
institutions, entities of special provincial administrations and municipalities, state economic
enterprises, social security funds, public institutions assigned with public duties, etc.
Utilities are not specifically covered but privately owned utilities operating in the utilities
sectors of water, energy, transport and telecommunications were specifically excluded by
a 2003 amendment. The result is that private sector utilities are not covered by the PPL but
government-owned entities operating in these sectors are covered (Art. 2).

Thereareanumberof exceptionsto the PPL which extend beyond, for example, exemptions
for military-use products and services. Thus, in addition to a broad exemption for military
procurement, there are also exemptions, for example, for the following: agricultural and
livestock products; procurement conducted by covered entities in foreign countries and
in cases similar to those covered by the EC's reserved’ contracts; certain medical services;
and cultural heritage projects (Art. 3).

Basic Principles of the Law

For procurement procedures to be conducted in accordance with this Law, the contracting
authorities are responsible for ensuring transparency, competitiveness, equal treatment,
reliability, confidentiality, public supervision, and ensuring that procurement of needs are
carried out in a properly and timely manner, and for the efficient use of resources. Unless
there is a natural and justifiable connection between them purchase of goods, services
and works cannot be consolidated in the same procurement. On the other hand, goods,
services or works to be procured cannot be divided into lots with the intention of avoiding
threshold values. For procurements to be held in accordance with this Law, the principal
procurement methods are open and restricted procedures. The other methods may be
used under the special conditions set out in the Law. The procurement procedures shall
not be initiated unless there is a sufficient budget allocation. (Art. 5).

Procurement Procedures and Application

In procurement of goods, services and works by contracting authorities, one of the
following procedures apply:

a) Open procedure,

b) Restricted procedure,

c) Negotiated procedure (Art. 18) and
d) Direct procurement (Art. 22).

In order to be in line with the EU practices the Law states that the qualification criteria
should be based on the most economically advantageous tender. In cases where it is not
possible to determine the economically most advantageous tender on the basis of the

34 OECD-SIGMA (2008d), Turkey Public Procurement Assessment p. 2.
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lowest price only, the economically most advantageous tender is to be determined by
taking into account the factors other than price such as operation and maintenance costs,
cost-effectiveness, productivity, quality and technical merit.

Estimated Cost

Prior to the procurement procedures of goods, services or works, the contracting
authority shall conduct all necessary price investigations and shall determine an
estimated cost excluding the value added tax and shall be indicated on a calculation
chart with its justifications. Estimated cost shall not be stated in tender or pre-qualification
advertisements, and shall not be explained to tenderers or to the others who do not have
any formal relationship with the tender proceeding (Art. 9).

Procurement Process

The process starts with the assignment of a ministry tendering commission (by the
contracting officer). The tendering commission consists of at least five members and in
odd numbers, including one chairperson, at least four members of personnel of the related
contracting authority provided that two of them are experts on the subject matter of the
tender, a financial officer in cases of general budget and annexed budget entities, and
in case of other entities a member of personnel responsible for accounting and finance,
together with its substitute members. If there are no personnel in adequate number or
qualification, the contracting authority may invite experts to the tendering commission,
from other contracting authorities which are in the scope of this Law. For all procurements
a record of procurement procedures is kept by the contracting authorities. A copy of the
records of procurement procedures is provided within three days following the invitation
or announcement for each member of the commission in order to allow for the required
examinations.

This record of procurement procedures includes the certificate of approval and its attached
priced bill of quantities relating to the estimated cost obtained from the contracting
officer, the tender documents, the advertisement texts, the tenders or the applications
and other documents submitted by candidates or tenderers and all documents relating to
the procurement process such as minutes and decisions of the tendering commission.

The tendering commission convenes with no absentees. The commission decisions
are taken by majority voting. Abstention is not allowed in decisions. The chairman and
members of the commission are responsible for their votes and decisions. Dissenting
members have to write down their justifications in the records of commission minute and
sign it. The decisions taken by the tendering commission and the minutes kept are signed
by the chairperson and members of the commission, indicating their names, surnames
and titles (Art. 6-7).

After this process the procedure continues with the advertisement of the procurement and
prequalification and provision of tender and pre-qualification documents. The Law lays
down the mandatory contents of the procurement advertisements and prequalification
notices in Articles 24 and 25. Procurement notices that are not in compliance with the
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provisions set forth in Articles 13, 24, and 25 are invalid (Art. 26). Article 27 lays down
the mandatory content of pre-qualification and tender documents and administrative
specifications.

The tenderers submit the tender letters written and sealed (Art. 30). After this phase,
receiving, opening and evaluating of tenders by the tendering commission process starts
(Art. 36-37). The tendering commission evaluates the tenders in accordance with Article
37 and determines those that are abnormally low compared to the other tenders or the
estimated cost determined by the contracting authority. Before rejecting these tenders,
the commission requests from the tenderers, the details relating to components of the
tender that are determined to be significant, in writing and within a specified period (Art.
38).

Upon decision of the tendering commission, the contracting authority is free to reject all
tenders and cancel the tender procedures with justification (Art. 39).

Following the evaluation performed in accordance with Article 37 and 38, the tenderer
with the economically most advantageous tender shall be awarded the contract. In cases
where it is not possible to determine the economically most advantageous tender on
the basis of the lowest price only, the economically most advantageous tender is to be
determined by taking into account the factors other than price such as operation and
maintenance costs, cost-effectiveness, productivity, quality and technical merit. In tender
procedures where the economically most advantageous tenders is to be determined by
taking into account the other factors in addition to the price, these factors must be stated
in the tender documents and where possible, must be expressed in monetary values.
Relative weights are to be determined in tender documents for the factors which cannot
be expressed in monetary values (Art. 40).

The award decisions approved by the contracting officer should be acknowledged to
all tenderers who have submitted an offer, including the tenderer awarded the contract,
against a signature or by means of registered mail sent to the notification addresses of
all tenderers (within maximum three days following the day of approval. The contracting
authority makes an announcement to the successful tenderer to sign the contract
by issuing a performance bond within ten days following the date of notification. The
contracting authority prepares the contract and the contracting officer and the contractor
sign it (Art. 41-42,46). The contracting authority publishes the tender results in accordance
with Article 47.

Specifications

Preparation of administrative and technical specifications specifying all characteristics of
the goods, services and works that constitute the subject matter of the procurement by
the contracting authorities is essential. However, in cases where contracting officer agrees
that preparation of technical specifications by contracting authority is impossible due to
the characteristics of the goods, services or works, it may be outsourced, in accordance
with the provisions of this Law.

97



The technical specifications, which constitute an integral part of the tender documents
specifies the technical criteria for the goods, services and works to be procured (specific
brand, model, patent, origin, source or product cannot be specified, and feature or
definition indicating any brand or model cannot be included.) The specified technical
criteria aims efficiency and functionality should not impede competition and ensure equal
opportunities for all tenderers.

Technical specifications may, where possible, include arrangements to ensure conformity
with national and/or international technical standards. These specifications set forth
technical characteristics and definitions. (

However, in case where no national and/or international standards exist or where it is not
possible to establish technical characteristics; brand or model can be specified provided
that “or equivalent” phrase is stated (Art. 12).

Public Procurement Organisation

In the area of public procurement, the main actors are the Ministry of Finance (MoF),
which has primary responsibility for coordination and submission of draft legislation,
and the Public Procurement Authority (PPA). The PPA was established under the PPL in
order to ensure the proper implementation of the PPL, to support the participants in the
procurement process, and to provide legal remedies in the case of disputes related to
public procurement . Under the administrative hierarchy, the PPA falls under the Ministry
of Finance but is organisationally independent of the ministry. (It is independent in its
actions and decisions and is financially autonomous.

Complaints Review

The PPL establishes a three-tier system for reviewing complaints lodged by disappointed
suppliers: () in the first stage, a complaint is submitted to management (and then reviewed
by the contracting entity itself ) (Art. 55); (ii) a complainant who is dissatisfied with the
decision of the contracting authority may, as a second step, appeal this decision to the PPA
and the decision on this appeal is made by the Public Procurement Board (PPB) (Art. 56);
(iii) the final decision on the appeal made by the PPB is then subject to the jurisdiction of
the regular courts (Art. 57).

Prohibition and Criminal Liability

The PPL contains significant provisions relating to (probity and anti-)corruption. The
PPL provides for sanctions and penalties in the event of discovery, which will apply to
both individuals and companies and can lead to temporary or permanent disbarment,
depending on the severity or frequency of the crimes (Art. 58). In the event of criminal
activity, the PPL provides for action by the public prosecutor and the criminal authorities
(Art. 59).
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The Amendment of the PPL with the Law No. 5812

The last law amending the PPL No 4734 is Law No. 5812 put into effect on 5 March
2009. Among the major grounds for the amendment of Law No. 5812 is to make
positive contribution to the EU harmonization process. In fact, some articles of the law
are amended significantly in compliance with the commitments of the harmonization
process. On the other hand, some articles, which were included in PPL No 4734 during the
initial preparation process and were in harmony with the EU legislation, were abolished,
and there exist some certain areas that were not amended though the Progress Reports
recommended amendment. The issue of harmonization in the case of No 5812 Law can
be categorized under three groups:

a) Articles introducing modifications in compliance with the EU legislation

Allowing pre-announcements is a modification that contributes to transparency
and that is covered in the EU directives. Shortening complaint periods is in general
a positive development, preventing unnecessary bureaucratic procedures and
paper work. Establishment of electronic procurements platform as well as methods
like dynamic procurement system and electronic deduction are elements that
are involved in the EU Public Procurements Directive and added in the national
legislation as per No 5812. These methods will improve the pace of operation of
the system.

b) Modifications that are not in harmony with the EU legislation

Through each Progress Report states that there are too many exemptions, the
Law, rather than cutting the number of existing exemptions, has introduced
more exemptions. The scope of the procedure for procurements among some
bidders was expanded not in proportion to the EU legislation. This expansion is in
contradiction with the competition and equal treatment principles.

The scope of direct procurement was expanded and was modified in contradiction
to the definition of the said term in the EU terminology. The scope of framework
agreements is highly different than the context defined in EU directives. If no
limitation is introduced in the secondary legislation, this situation might lead to
more serious problems.

c) Items that are covered by the Progress Reports but not addressed in
amendments to the Law

The definition of "administration”in the Turkish legislation has always been criticized
due to its scope. However, unlike these criticisms, various administrations were left
out of the scope (for example, utilities elements were not dealt with). Criticisms
arguing that announcement periods are short were not taken into consideration.
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(2.3.1 Main Reforms)

The main changes that the Law No 5812 introduced can be summarized as follows:

a) Shortening complaint periods.

b) Establishment of electronic procurements platform as well as methods like
dynamic procurement system and electronic deduction.

) Rules to contribute to transparency

d) The authority of the Public Procurement Authority (PPA) to examine the claims
that took place in the media was removed from Law No. 5812. Therefore, criticisms

arguing that the function of the said Authority pertaining to public supervision has
been disrupted have risen.

e) Rules in respect to shorten tendering advertisements periods.

f) Law No 5812 has considerably raised the fee for submitting a complaint
application to the Public Procurement Authority (10 times in average). This
constitutes a significant barrier to complainants'rights.

Risks, weaknesses and vulnerabilities at the public
procurement process

(It is important to recognise that) Risks may stem from a simple mistake in performing
an administrative task, it may also come from deliberate transgression of relevant laws
(and related policies). The critical risks to integrity at all stages of the public procurement
process generally recognised in the practitioner literature occur from the needs assessment
through the bidding to contract management and payment.

Pre-Bidding

In the pre-bidding, the most common risks include:

Needs assessment, planning and budgeting

The potential influence of external actors such as politicians or consultants on
officials’ decisions. The lack of adequate needs assessment and poor procurement
planning; The investment or purchase could be unnecessary. Demand is induced
so that a particular company can make a deal but the purchase could be little or
no value to society. The investment is economically unjustified or environmentally
damaging. Goods or services that are needed are overestimated to favour a
particular provider.

Failure to budget realistically, deficiency in the budget;

Procurements not aligned with the overall investment decision-making process in
departments;
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o Interference of high-level officials in the decision to procure; old political favours or
kickbacks are paid by including a budget for a contract with a“certain”prearranged
contractor. This situation provides opportunities for political corruption in the
needs assessment phase.

e Informal agreement on contract; conflicts of interest are left unmanaged and
decision makers decide on the need for contracts that have an impact on their
former employees.

Definition of requirements
e Technical specifications:
a- designed for one company;
b- Not based on too much vague or performance requirements.
e Selection and award criteria:
a- not clearly and objectively defined;
b- not established and announced in advance of the closing of the bid;

c- unqualified companies being licensed to bid, for example through the provision
of fraudulent tests or quality assurance certificates.

(Inadequate or irregular Choice of procedure

o lack of procurement strategy for the use of non-competitive procedures which
creates administrative costs;

e Abuse of non-competitive procedures on the basis of legal exceptions through:
a- contract splitting on the basis of low monetary value contracts;
b- abuse of extreme urgency;
c- abuse of other exceptions based on a technicality or exclusive rights, etc;
d- untested continuation of existing contracts.
(Inadequate or inconsistently applied -Time frame for preparation of bid

e Atime frame thatis not consistently applied for all bidders, for example, information
disclosed earlier for a specific bidder;

e Atime frame that is not sufficient for accomplishing the bid.*

35 OECD-SIGMA (2007), Integrity in Public Procurement: Good Practice From ATo Z, pp. 21-23.
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Bidding
In the bidding phase, common risks are:
General
a- Inconsistent access to information for bidders in the invitation to bid;

b- Lack of competition or in some cases collusive bidding resulting in inadequate
prices;

c- Conflict-of-interest situations that lead to bias and corruption in the evaluation
and in the approval process;

d- Lack of access to records on the procedure in the award that discourages
unsuccessful bidders to challenge a procurement decision.

Invitation to bid

e Information on the procurement opportunity not provided in a consistent
manner;

e Sensitive or non-public information disclosed;

e lack of competition or in some cases collusive bidding that leads to inadequate
prices or even illegal price fixing.

Award

The bid evaluation has been considered a particularly vulnerable step. A key concern
is the lack of transparency when using economic, social and environmental criteria to
evaluate bidders (e.g. favouring bidders from economically disadvantaged areas, using
environmental-friendly materials, etc.). For countries that allow the use of these criteria,
regulations do necessarily clarify how they may be used together with other evaluation
criteria without harming the integrity of the public procurement process. Even when the
evaluation criteria are defined in a transparent and precise manner, they usually offer
discretion to evaluators. If bidders are to trust and respect the outcome, they need to know
how discretion was exercised and how criteria were applied. In particular, there are risks of
conflict ofinterest and corruption in the evaluation process through familiarity with bidders
over the years, personal interests such as gifts or additional/secondary employment and
in the approval process where there is no effective separation of financial, contractual and
project authorities in delegation of authority structure.

Post Bidding: Taking in Contract Management and Payment

Inthe post-bidding phase, the most frequent risks to the integrity of the public procurement
process include:

36 OECD-SIGMA (2007), pp. 24-25.
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Contract management

- Failure to monitor performance of contractor, in particular lack of supervision over the
quality and timing of the process that results in:

a- Substantial changes in contract conditions to allow more time and higher prices
for the bidder;

b- Product substitution or sub-standard work or service not meeting technique
specification;

c- Theft of new assets before delivery to end-user or before being recorded in the
asset register;

- Subcontractors and partners are chosen in a non-transparent way, or not kept
accountable.

Order and payment

a- Deficient separation of duties and/or lack of supervision of public officials leading
to false accounting and cost misallocation or cost migration between contracts;
(Between the contracts and miscalculation, cost of false appropriation or cost of
false quotation)

b- Late payments of invoices, postponement of payments to have prices reviewed so
as to increase the economic value of the contract;

c- False or duplicate invoicing for goods and services not supplied and for interim
payments in advance of entitlement.

(The phases before and after the bidding are not regulated by procurement laws but
rather by civil and contract law. Therefore they are often less subject to transparency and
accountability requirements, which entail risks to integrity in public procurement.*)

37 OECD-SIGMA (2007), pp. 25-26.
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PUBLIC BIDDINGS AND ETHICS: THE RESEARCH
FRAMEWORK

Aims of the Research

The main aim of the specific research carried out in accordance with Public Biddings and
Ethics Project for Preventing Corruption by Prime Ministry Council of Ethics for the Public
Service is to reveal the risks, weaknesses and fragilities before, during and after the bidding
periods in public bidding procedures as practiced in Turkey; and to reveal common
unethical behaviours posed in these risky areas, and offer possible solutions in order to
prevent them.

Data Collection Method

Different methods can of course be used in conducting a research in connection with
public biddings and ethics and in determining ethical problems. In this project, however,
in order to fulfil the aim of the specific research in-depth interviews have been used as a
method for data collection. The interviews were done with a total of 43 people in Ankara,
Turkey, during the months of April and May of 2009.

All of the interviewees have got knowledge and experience in the area of public
biddings and ethics. The most important point which can be mentioned with regard to
the question why Ankara is chosen as the place for the fieldwork is this: As the home
for "Public Procurement Authority” (Kamu Ihale Kurumu), Ankara at the same time is the
place of residence for people who have managerial positions in the central government
and local authorities and contractors that are large enough for generalizing and willing to
be interviewed. On the other hand, public biddings as the subject matter of the specific
research is limited to energy and municipality biddings and the research is concentrated
on these two areas. Among the most important reasons for limiting the research to the
above-mentioned types are these types of biddings have greater publicity,*® involve large
financial amounts,* yield more complaints from the general public, and especially energy
biddings have international dimensions.

The Method of Focusing

It should also be said that in the beginning of the design phase for the specific research,
preliminary interviews were conducted in January 2009 with competent persons from
Public Procurement Authority which is the most important actor in the bidding process and
contains specialist employees in the field, the municipality and the energy sector. Pilot
analyses were then carried out based on these interviews.

This pilot study was conducted for three purposes. First, the study wishes to test the survey
method which is planned to be carried out in order to realize the aim of the specific

38 In the media the news about corrupting public biddings regarding energy sector is about 12 to 13 a year, regarding biddins by local authorities
is about 5 to 6 a year. Omer Faruk Gengkaya (2009), Cikar Catismasl, Turkiye'de Yolsuzlugun Onlenmesi igin Etik Projesi Akademik Arastirma Calismasi,
published by Kamu Gérevlileri Etik Kurulu, p. 31.

39 OECD-SIGMA (2008c), Turkey Public Integrity System Assessment, p. 2.
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research. For this matter, although seriously considered in the beginning, the technique
of questionnaire containing close-ending questions were given up for it was opined that
it would not be sufficient and adequate in realizing the main aim of the research, and it
was finally agreed on the technique of in-depth interviews. Second, to obtain findings for
the purpose of how to focus on the specific research. With regard to this matter, it was
decided for the research to focus on the energy and municipality biddings and to find
out what the risky areas are. The task of finding the risky areas was therefore taken as a
research subject, not as a research assumption. Third, a final decision was made on the
formulation of the specific research questions which were to serve as a ground for in-depth
interviews. Interview questions were of course formulated in the light of the data collected
through preliminary interviews conducted with the competent actors in the field as well
as the information obtained from the literature review. Moreover, the interview questions
formulated as such were pretested prior to the fieldwork by sending them to experts in the
field. Only after that the final version of the said questions came into existence. Although
the Contract Specification proposed that the study should identify risks, weaknesses and
vulnerabilities in each area and in each type of contract it has been decided to focus on
risks, weaknesses and vulnerabilities in the different stages of a standard procurement
process, given the timeframe and scope of the study.

Interview Questions

As a result of focusing and depending on the specific research, the questions which were
presented in Appendix 1 were prepared. As the characteristics of these questions show
clearly, such findings which would come under the following subject headings have been
tried to be obtained through the interviews:

e What are the most risky areas, where unethical behaviours might appear, in the
bidding process?

e What kind of unethical behaviours might appear in these risky areas?

e What are the mechanisms and measures which might prevent unethical
behaviours?

o Would it be useful to prepare ethical codes encompassing both bidders and the
public administrations for public biddings?

The interviewees whose numbers are enough for analysis and for leading to general
conclusions on the topic of “public biddings and ethics in Turkey”were chosen from among
those people who have specialized knowledge in the fields of energy and municipality
biddings. Thus, in accordance with the aim of the research, in-depth interviews have been
conducted with officials from the Ministry of Energy and Natural Resources - Enerji ve Tabii
Kaynaklar Bakanligi, ETKB- (13,9%), BOTAS -energy company owned by the State- (13,9%),
the Institution for Regulating the Energy Market -Enerji Piyasasi Dizenleme Kurumu, EPDK-
(6,9%), the Ministry of the Interior Inspection Board -icisleri Bakanligi Teftis Kurulu- (11,6%),
the Audit Court — Sayistay- (18,7%), Municipality -the Greater Ankara Municipality and
Mamak Municipality- (9,4%) and with those contractors, medium sized private companies,
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who bid in the energy and local government biddings (4,7%) and with officials from
Public Procurement Authority, PPA- (20,9%). There were a totoal of 43 people inteviewed).
The interviews were conducted face to face. The interviewees answered the questions
asked by the interviewers. Each interview lasted for one to three hours. These differences
regarding the length of the interviews may be attributed to such factors as the need to
answer the extra questions asked by the interviewees in order to clarify the interview
questions, and the wish expressed by some interviewees of writing the answers on the
interviewing sheet themselves.

The interview questions were sent off to some designated ETKB and BOTAS employees
prior to the interview in order to eliminate their reluctance. However, due in our opinions
either to the sensitivity of the research topic or the perceived public image of the said
organizations, our requests are either not accepted or during the interview they chose
to offer some general evaluations only without answering the questions. In order to
overcome this problem, interviews have been conducted with those who once worked
for ETKB, BOTAS or the Institution of Turkish Electricity (Tirkiye Elektrik Kurumu, TEK) and
currently work for EPDK.

The Findings and Analyses

In-depth interviews were not recorded and the answers to the interview questions were
written down by hand on the appropriate places of the interview forms either by the
interviewees or the interviewers who were the researchers from the project team. Data
obtained in this way have been subjected to the content analysis with qualitative and
quantitative methods. In order to obtain quantitative data, the computer program SPSS
was used. To do this, the answers to the interview questions were converted into alpha-
numerical forms and statistical tables, based on the findings obtained within the framework
of the parameters which serve as a ground for the analysis, were formed. Then, based on the
academic knowledge and experiences of the research team alongside with the knowledge
obtained from the literature review, these findings and tables have been explained and
evaluated with qualitative method. In other words, the risky areas in the public bidding
process, unethical behaviours posed in these risky areas and recommendations offered in
order to prevent these unethical behaviours have been specified, classified and compared
with each other.
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THE FINDINGS

Risky Areas, Unethical Behaviours and Recommendations for
Solutions in the Pre-Bidding Phase

Risky Areas

In this part of the research it was sought to designate the most risky area in which
unethical behaviours may arise in pre-bidding phase. Under the light of the preinterviews
and literature review, the most common risks in the pre-bidding phase include:

a) The lack of adequate needs assessment, planning and budgeting of public
procurement;

b) Specifications that are not adequately or objectively defined;
) An inadequate or irregular choice of the procedure; and

d) A timeframe for the preparation of the bid that is insufficient or not consistently
applied across bidders.

After evaluating these datas, three options were offered to the respondents. They were
asked to mark (tick) what they thought as the most risky area; and if they thought there
are differences in this respect between energy and municipality biddings, they should have
marked separately.

Table 1. The most risky areas where unethical behaviours emerge

Both Number of
Energy | Municipality Energy and Respondents
Municipality (n=43)

Lackofadequate nged assessmentand 71% 42.9% 50.0%
budgeting of public procurement 14
Specifications that are not adequately o 0 0
or objectively defined 17.1% >:7% 77.1% 35
Insufficient  time frame for the o o
preparation of the bid 20,0% 80,0% 5
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Lack of adequate need assessment and Specifications that are not adequately or Insufficient time frame for the preparation
budgeting of public procurement objectively defined

According to the results obtained, “Specifications that are not adequately or objectively
defined”is seen as an important risky area in energy biddings while “Lack of adequate need
assessment and budgeting of public procurement”is seen as the same in municipality
biddings by the respondents who think that there is a difference between energy and
municipality biddings.

However, the circumstances regarding the specifications has been emphasized by 77,1%
while“Insufficient time frame for the preparation of the bid"has been emphasized by 80,0%
by those respondents who see no difference between energy and municipality biddings.

According to the findings that both the public officials and the contractors answered the
risky area “Specifications that are not adequately or objectively defined” by 77,1% (Both
Energy and Municpality Biddings), it is clear that the contractors gave more importance
than the public officials from various agencies because all contractors responded the
question of such risky area without exception (100%).

Unethical Behaviours

According to the datas obtained from the literature review, among the most common
unethical behaviours emerged in public administration are such acts and practices as
illegal property acquisition, obtaining material gains through abuse of power, fraudulent
embezzlement, embezzlement of money, smuggling, corrupting public biddings,
refraining from one’s duties, abuse of authority, abuse of power that is threatening and,
favouritism and discrimination, negligence, toadying, insulting, bad habits, gossip and
doing business through middlemen.

However, whenever unethical behaviours in public administration are mentioned,
"corruption” and “bribery’, which is a common type of corruption, came to the minds of
many people. Therefore, it is noticed that corruption and bribery is discussed in more
detail in the literature. Corruption is defined by Ergun as for persons or groups, which
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carry public services, to divert their normal work behaviours into personal goals in order to
obtain personal material gains or status gains. Eryilmaz seescorruption as an organizational
problem of public bureaucracy and defines it as doing works which must not be done
and not doing works which must be done. According to the author, such attitudes and
behaviours as bribery, embezzlement of money, obtaining material gains through abuse
of power and abuse of official duty all fall within the concept of corruption.®® It should be
noted that an undue gain or advantage may be of material or non-material nature. It may
be tangible or intangible, such as a holiday, food and drink, enrolment in a school for an
official’s child, the status as beneficiary of a life insurance policy or a trust, membership in
an exclusive club, granting a political position, or a promotion.*!

In this section of the research, related with the preceding question, it has been tried to find
out what kind of unethical behaviours emerge in the risky areas as determined earlier. In
this question, without offering any choice, the respondents were asked to reveal unethical
behaviours themselves. For this reason, each respondent revealed one or more unethical
behaviours. Datas obtained in this way have been handled together with the data emerged
from the literature review and systematized. Within this framework, unethical behaviours
are classified as the following:

A- Unethical behaviours related to gain material interest

Emphases by the respondents with regard to gaining material interests and the following
statements expressed by them and provided here as examples were seen within this
category.

1- Unjust competition: Resulting in the prevention of competition, this behaviour
will lead to such unethical behaviours as providing material interests to a certain
person or group.

2- Efficiency: Damaging material public interests, wasting material public resources,
using public resources as ineffectively and inefficiently.

B- Unethical behaviours related to gain status

The public servants who take part in bidding process may sometimes divert their normal
work behaviours into personal goals in order to obtain status gains (for example in order
to be nominated as a member of parliament candidate for general elections or a mayor
candidate in local elections etc. and in order to keep their current positions in bureaucracy
or to be promoted to higher ranks in bureaucracy.

Emphases by the respondents with regard to gaining status directly and the following
statements expressed by them and provided here as examples were seen within this
category.

40 Bilal Eryilmaz, (2002), Kamu Yonetimi, Erkam Matbaasl, Istanbul, p. 241; Turgay Ergun, (1978), “Yénetimde Yozlasma Olgusu Uzerine’, Amme Idaresi
Dergisi, XI, pp. 24-30; Bozkurt, Omer, Ergun, Turgay (1998), Kamu Yonetimi S6zIGgu, TODAIE Publications, Ankara, p.117.
41 OECD (2008), Fighting Corruption in Eastern Europe and Central Asia: The Istanbul Anti-Corruption Action Plan- Progress and Challenges, p. 26.
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1- Political interests: Political pressure applied on the civil servants by local and general
politicians, partnership in political interests (between politicians and civil servants.

2- Career aims: Motivation to keep one’s position, expectation to be promoted to
higher ranks in bureaucracy.

This classification is also valid for unethical behaviours in Table 5 and Table 8 below.

Table 2. Unethical behaviours

Number of Respondents
Yes (n=43)
Unethical behaviours related to gain material interest 884% 5
Unjust competition 4,4% 32
Efficienc 32,6% "
Unethical behaviours related to gain status 93% !
Political interest 47% 2
Career aim 2.3% 1

88,4%

90,0%

74,4%
80,0%

70,0% 1

60,0% Unethical behaviours to gain material interest

Unjust competition
50,0%

Efficiency

] hical beh:
200% - 32,6% Unethical behaviours to gain status

B political interest

30,0% B Career aim

20,0%

AR

10,0%

According to the findings of the study, the respondents have emphasized that civil servants
who work for public bodies which accept bids for a contract, display unethical behaviours
in order to obtain material gains. In connection with the answers to the preceding
question regarding the circumstances which are seen as the most risky areas in the emergence
of unethical behaviours, the respondents have claimed that unethical behaviours directed
to gain material interests prevent the operation of free market conditions and this in turn
brings about the inefficient use of public resources.

The interesting issues here is that the respondents have regarded the factors of political
interest or political pressure at a small ratio of 4,7% as the source of unethical behaviours.
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This result might reflect the true picture, but it may also be explained by the fact that a
considerable amount of the respondents were civil servants at the time of interviewing.

(Regarding the question of unethical behaviours all respondents from various agencies
including the contractors responded the same way. In this regard there is not a considerable
difference between the public officials and contractors.

Recommendations for Solutions

In this section of the research, with regard to the prevention of corruption in Turkey, an
attempt has been made to ascertain the respondents’concrete recommendations in order
to prevent unethical behaviours which emerge in the pre-bidding phase. Here, without
offering any choice, the respondents were asked to reveal their own recommendations
for solutions. For this reason, each respondent revealed one or more recommendations
for solutions.

In this section, after evaluating the data obtained with the help of the respondents, the
categories of Training, Personnel, Administration, Standardisation through Legislation,
Politics, Supervision, Technology and Principles were formed. Some of the statements
which fall under these categories and provided here as examples were similar to the
following:

e Training: Those who work in the bidding departments should have knowledge,
experience and adequate training. Human quality has to be increased. Question is
the question of finding the morally decent human beings).

e Personnel: Persons who accept bids for a contract and prepare the specifications
should be adequately equipped for the job, the job should be supervised by honest
directors, the personal and social rights of the personnel should be improved.

e Administration: (A system must be developed whereby) technical specifications
should be developed by proper employees, pre-bidding works should be reviewed
by proper commissions elected from within the institution and the higher board
(PPA), an approval regarding the existence of the need priority from an independent
authority should be obtained for biddings of a certain size.

e Standardisation through Legislation: The State should be the regulator and
supervisor in the economic field, technical specifications should be made open
to the public with their equivalents; those who behave unethically should be
publicised in the bulletin for unethical behaviours, heavy criminal sanctions should
be applied to those who behave unethically; standart bidding documents should
be formed, excessive details which is found in the technical specifications should
be eliminated.

e Politics: Public authorities should remove their material possessions through
privatisation.

e Supervision:Self-controlandinternal supervisingmechanisms should beestablished
and operated effectively, and the effectiveness of PPA and the Accounting Bureau
(Turkish Court of Accounts) in supervision should be improved.

e Technology: e-bidding practices should get started,
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e Principles: Neutrality, transparency, integrity, accountability. These should be
provided to those who operate in the related sector during the preparation of
bidding documents.

The samples of statements which belong to these categories were also valid for
recommendations for solutions in Tables 6 and 9 below.

Table 3. Recommendations for solutions to prevent unethical behaviours

Yes Number of Respondents (n=43)
Training 18,6% 8
Personnel 18,6% 8
Administration 18,6% 8
Standardisation through Legislation 34,9% 15
Politics 7,0% 3
Supervision 14,0% 6
Technology 2,3% 1
Principles 41,9% 18

41,9%

45,0%

40,0%

35,0%
Training

30,0%

Personnel

Administratior|

25,0% M Legislation

18,6% 18,6% 18,6%
W Politics

200% W supervision
 Tecnology

15,0% M principles

10,0%

N\

According to the results obtained, the respondents have emphasized the most strongly
such principles as neutrality, transparency, integrity, and accountability by 41,9% from
among recommendations for solutions in order to prevent unethical behaviours. For the
importance of these principles, Art. 5 of the Public Procurement Law No. 4734, under the
heading of essential principles, holds the public administration responsible in the biddings
for a contract for assuring transparency, competition, equal treatment, trustworthiness,
privacy, public supervision, meeting the needs in appropriate conditionsand in appropriate
time, and using the resources efficiently.
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In the Model Law prepared by The United Nations Commission on International Trade Law
(UNCITRAL), the principles of openness and equal treatment have also been emphasized.
Similarly European Union contracting law also aims at increased transparency by imposing
the obligation of specifying the criteria, which will be used in the evaluation of the bids,
on the public notice.

Other recommendations include reducing the economic activities of the State and the
State undertaking the role of the regulator and supervisor by making (necessary) changes
in the law.

Among the pubilic officials from various agencies, the following public agencies appeared
significantly different from the others on the bases of legislation and politics parameters:
the Ministry of Energy and Natural Resources (ETKB) and the Public Procurement Authority
(PPA). According to Table 3, the Standardisation through Legislation rate is 34,9% (Both
Energy and Municipality Biddings) for overall respondents, it is 50% for the respondents
from the ETKB and 44,4% for the respondents from the PPA. Table 3 also shows that the
Politics rate is 7,0% (Both Energy and Municipality Biddings) for overall respondents, it is
0,0% for the respondents from the ETKB and 11,1% for the respondents from PPA. The
specified finding for the ETKB is an expected result because of the behaviours of the
energy officials due to reluctancy of criticising the politicians. The findings for the PPA are
also expected because the PPA is a supervisory body of which supervision needs referring
to the normative values related to legislation and laws.

In this regard there is not a considerable difference between the public officials and
contractors.

Risky Areas, Unethical Behaviours and Recommendations for
Solutions in the Bidding Phase

Risky Areas

In this part of the research it was sought to designate the most risky area in which unethical
behaviours may arise in bidding phase. Under the light of the preinterviews and literature
review, the most common risks in the bidding phase include:

a) Unsuitable access to information for bidders in the invitation to bid:;

b) Lack of competition or in some cases collusive bidding resulting in inadequate
prices;

c) Conflict-of-interest situations that lead to attitudes bias (and corruption) in the
evaluation and in the approval process;

d) Lack of access to records on the procedure in the award that discourages
unsuccessful bidders to challenge a procurement decision.

After evaluating these data, three options were offered to the respondents. They were
asked to mark (tick) what they thought as the most risky area; and if they thought there
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are differences in this respect between energy and municipality biddings, they should have
marked separately.

Table 4. The most risky areas where unethical behaviours emerge

Number of
T Both Energy and
Energy | Municipality 2 Respondents
Municipality
(n=43)
Inconsistent access to information for
) ) ) 10,0% 90,0% 10
bidders in the attendance to bid
Resulting in inadequate prices through
Ing In Inadequate pri 9 6,7% 10,0% 83,3% 30
collusive bidding among bidders
Attitudes bias in the evaluation and approval
PP 133% 133% 73,3% 15
process of the offers
90,0%
90,0% T 83,3%
73,3%
80,0%
70,0%
60,0%
50,0%
Energy
40,0% I Local Government
M Energy_Local
30,0% Government
20,0% 10,0% 13,3% 13,3%
10,0% 67%
10,0%
0,0%
0,0% T T 1
Inconsistent access to information Resulting in inadequate prices through Bias and corruption in the evaluation
for bidders in the invitation to bid collusive bidding among bidders. and approval process

According to the findings obtained, regarding both energy and municipality biddings,Bias
and corruption in the evaluation and approval process”is considered as an important risky
area by 13,3% by those respondents who see difference between energy and municipality
biddings.

The situation of “Inconsistent access to information for bidders in the invitation to bid"is
emphasized by 90,0% by those respondents who see no difference between energy and
municipality biddings. Among the most risky areas where unethical behaviours emerge,
the risky area “Inconsistent access to information for bidders in the attendance to bid"is
the most responded one (90,0%) (Both Energy and Municipality Biddings). However, such
risky area is not seen as a risky area at all by the contractors (0,0%). The contractors see the
other areas as the risky ones. And these areas are “ Attitudes bias (and corruption) in the
evaluation and approval process of the offers” (50,0%) and “Resulting in inadequate prices
through collusive bidding among bidders” (50,0%).
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Unethical Behaviours

In this section of the research, related with the preceding question, it has been researched
what kind of unethical behaviours emerge in the determined risky areas. In this question,
without offering any choice, the respondents were asked to reveal unethical behaviours
themselves. Therefore the respondents have revealed one or more unethical behaviours.

Table 5. Unethical behaviours

Yes Number of Respondents
(n=43)
Unethical behaviours related to gain material interest 90,7% 39
Unjust competition 44,2% 19
Efficiency 48,8% 21
Unethical behaviours related to gain status 30,2% 13
Political interest 9,3% 4
Career aim 2,3% 1
90,7%
100,0% -7
90,0% /
80,0%
/ Unethical behaviours to gain
material interest
70,0%
/ Unjust competition
60,0% 48,8%
/ 44,2% Efficiency
50,0% v T
/ 30.2% B Unethical behaviours to gain status
40,0%
s00 / H Political interest
,0%
20,0% —/ o M Career aim
2,3%
10,0%
0,0% T
Yes

According to the findings obtained, the respondents have emphasized that civil servants
in public institutions have recourse to unethical behaviours in the bidding phase in order
to gain material interests. The respondents nevertheless increased the emphasis on the
political interest or political pressure (9,3%) for the reason that they from time to time
are subjected to political and bureaucratic pressures during the phase that the contract
is about to be awarded after the bids were accepted by the public administrations. The
respondents have made more emphasis on “Unethical behaviours related to gain status”
by 30,2%. This ratio was 9,3% for pre-bidding phase.

Considering the unethical behaviours, both “Unethical behaviours related to gain material
interest”and“Unjust competition”are the most interesting ones. Such unethical behaviours
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are more considered by the officials from the Ministry of the Interior Inspection Board and
the Audit Court. According to the findings shown in Table 5, “Unethical behaviours related
to gain material interest” rate is 90,7% (Both Energy and Municipality Biddings) for overall
respondents, it is 100% for the respondents from the Ministry of the Interior Inspection
Board and the Audit Court. Table 5 also shows that “Unjust competition”rate is 44,2% (Both
Energy and Municipality Biddings) for overall respondents where the rates for the Ministry
of the Interior Inspection Board and the Audit Court are 60,0% and 62,5% respectively.

Inthisregard there is a considerable difference between the public officials and contractors.
According to Table 5,"Political interest"rate is 9,3% (Both Energy and Municipality Biddings)
for overall respondents where the rate for the contractors is 100%. This result may show
that the contractors feel the political pressures on the tendering commissions and the
contracting authorities. And they easily express their feelings in this regard.

Recommendations for Solutions

In this section of the research, regarding the prevention of corruption in Turkey, concrete
recommendations of the respondents in order to prevent unethical behaviours emerged
in the bidding phase were tried to be found out. Here again without offering any choice
the respondents were asked to reveal recommendations for solutions themselves.

In this section, after evaluating the data obtained with the help of the respondents, the
categories of Training, Personnel, Administration, Standardisation through Legislation,
Politics, Supervision, Technology and Principles were formed. Some of the statements’ of
the respondents which fall under these categories and provided here as examples were
similar to the given above 4.1.3.

Table 6. Recommendations for solutions to prevent unethical behaviours

Yes Number of Respondents (n=43)
Training 11,6% 5
Personnel 4,7% 2
Administration 25,6% 11
Standardisation through Legislation 37,2% 16
Politics 7,0% 3
Supervision 23,3% 10
Technology 16,3% 7
Principles 51,2% 22
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60,0% -
51,2%

50,0%

37.2% Training

40,0% - Personnel

B Legisiation
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M Supervision

16,3% W Tecnology

20,0%
11,6% M Principles

10,0%

According to the findings obtained, among recommendations for solutions to prevent
unethical behaviours emerged during the bidding phase, the respondents have
emphasized most strongly such principles as neutrality, transparency, integrity, and
accountability with 51,2%. The next suggestion is the preparation by a specialist public
body of all kind of bidding documents for public institutions by amending the law and
thus bringing about the standardisation with 37,2%.

According to Table 6,"Training” and “Administration” are suggested 11,6% and 25,6%
(Both Energy and Municipality Biddings) by overall respondents, they are done 0% and
33,3% by the respondents from BOTAS respectively. That means that BOTAS officials gave
more importance to the other recommendations than “Training” for solutions to prevent
unethical behaviours.

In this regard there is not a considerable difference between the public officials and
contractors.

Risky Areas, Unethical Behaviours and Recommendations for
Solutions in the Post-Bidding Phase

Risky Areas

In this part of the research it was sought to designate the most risky area in which unethical
behaviours may arise in post-bidding phase. Under the light of the preinterviews and
literature review, the most frequent risks to the integrity of the public procurement process
in the post-bidding phase include:

a) Insufficient monitoring of the contractor;

b) Non-transparent choice or lack of accountability of subcontractors and partners;
c) Absence of supervision of public officials;

d) Deficient separation of financial duties, especially for the payment.
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After evaluating these datas, three options were offered to the respondents. They were
asked to mark (tick) what they thought as the most risky area; and if they thought there
are differences in this respect between energy and municipality biddings, they should have
marked separately.

Table 7. The most risky areas where unethical behaviours emerge

Ener Municinalit Both Energy and Number of
R) pality Municipality Respondents (n=43)
Insufficient monitoring of the
9 71% 92,9%
contractor 28
Lack of supervision of public officials 11,8% 88,2% 17
Deficient separation of financial duties 25,0% 75,0% 4
92,9%
100,0% T
88,2%
90,0% 1
75,0%
80,0% 1
70,0%
60,0%
s0,0% Energy
M Local Government.
40,0% M Energy_Local
25,0% Government
30,0% 7
11,8%
20,0% 1
7%
0,0% 0,0% 0,0%
10,0% l
0,0%
Insufficient monitoring of the contractor Lack of supervision of public officials Deficient separation of financial duties

According to the findings obtained,“Insufficient monitoring of the contractor”is considered
as an important risky area in energy biddings while “Deficient separation of financial duties”
is considered as an important risky area in municipality biddings by those respondents
who see difference between energy and municipality biddings.

On the other hand, the situation of “Insufficient monitoring of the contractor” has been
emphasized by 92,9% and of “Lack of supervision of public officials” by 88,2% by those
respondents who see no difference between energy and municipality biddings. There
is a direct relationship between these two responses; because civil servants who take
responsibility in all phases of the biddings are not adequately audited, they in turn do not
adequately supervise the contractors and thus resulting in an authority gap.

The risky area of “Deficient separation of financial duties”is emphasized by 75,0% showing
the importance of the matter in question. “Deficient separation of financial duties” means
the separations of the department which accepts bids for a contract, civil servants who
conduct the jobs of supervising, provisional and final acceptance, and the department
which makes payment to the contractors from each other in a public administration.
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Interestingly while according to Table 7 the rate of “Deficient separation of financial duties”
for overall respondents is 75,0% (Both Energy and Municipality Biddings), the rate of that
is 25,0% for the respondents from the Audit Court which is considerably less than the
former. That means that the officials of the Audit Court pay less attention to the"Deficient
separation of financial duties” which is an administrative issue. One of the reasons for this
result might be that the Audit Court has the judiciary function rather than administrative
one.

In this regard the results for the public officials and the contractors are more or less in
line. Thus, according to Table 7, “Insufficient monitoring of the contractor” rate is 92,9%
(Both Energy and Municipality Biddings) for overall respondents where the rate for the
contractors is 100%. One can say that this result shows the importance of the monitoring
of the contractor as it is emphasised by the contractors themselves.

Unethical Behaviours

In this section of the research, related with the preceding question, has tried to find out
what kinds of unethical behaviours emerge in the determined risky areas in the phase after
the contract is constituted. In this question, without offering any choice, the respondents
were asked to reveal the unethical behaviours themselves. For this reason, the respondents
have revealed one or more unethical behaviours.

Table 8. Unethical behaviours

Yes Number of Respondents (n=43)
Unethical behaviours related to gain material interest 79,1% 34
Unjust competition 4,7% 2
Efficiency 53,5% 23
Unethical behaviours related to gain status 51,2% 22
Political interest 11,6% 5
Career aim 9,3% 4
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According to the findings obtained, the respondents have emphasized by 79,1% that civil
servants employed in the public administration which accept bids for a contract have
recourse to unethical behaviours in order to gain material interests during the phase
where bidding contract is executed. The respondents nevertheless have maintained
emphasizing the political interest or political pressure (11,6%) for the reason that they were
from time to time subjected to political and bureaucratic pressure during the phase where
bidding contracts are executed by the public administrations. The respondents have made
stronger emphasis on “Unethical behaviours related to gain status”with 51,2%.

20,0%

RN

10,0% 7

Within the context of these datas, the emphasis on “Unethical behaviours related to gain
status”in the pre-bidding phase is 9,3%, in the bidding phase is 30,2%, and in the post-
bidding phase is 51,2%, thus it draws a pattern of increase.

Regarding the question of unethical behaviours there are no considerable differences
among the responses of the interviewees from various agencies including the
contractors.

Recommendations for Solutions

In this section of the research, regarding the prevention of corruption in Turkey, concrete
recommendations of the respondents in order to prevent unethical behaviours emerged
in the post-bidding phase were tried to be find out. Without offering any choice, the
respondents were asked to reveal recommendations for solutions themselves.

In this section, after evaluating the data obtained with the help of the respondents, the
categories of Training, Personnel, Administration, Standardisation through Legislation,
Politics, Supervision, Technology and Principles were formed. Some of the statements
which fall under these categories and provided here as examples were similar to the given
above 4.1.3.
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Table 9. Recommendations for solutions to prevent unethical behaviours

Yes Number of Respondents (n=43)
Training 18,6% 8
Personnel 16,3% 7
Administration 23,3% 10
Standardisation through Legislation 23,3% 10
Politics 2,3% 1
Supervision 62,8% 27
Technology - -
Principles 7,0% 3

70,0% T 62,8%

60,0%

Training
50,0%

Personnel
Administration

40,0% M Legislation

M politics

23,3% 23,3%

30,0% M Supervision

18,6%
16,3% M Tecrology

/ 7,0%
2,3% 0,0%

200% W Principles

10,0%

According to the findings obtained, among the solutions for recommendations in
order to prevent unethical behaviours emerged during the phase where the contract is
executed, the respondents have made the strongest emphasis with 62,8% on the matter
of supervising which includes such components as setting up and effective operation
of self-control and internal supervising mechanisms, and allocating roles to professional
chambers in the process of acceptance.

Regarding the question of unethical behaviours there are no considerable differences
among the responses of the interviewees from various agencies including the
contractors.

Ethical Codes and Supervision
Ethical Codes

According to the datas obtained from the literature review, establishing public institutions
who are responsible for monitoring, evaluating and preventing unethical behaviours are

121



considered among the measures which may be applied in order to prevent unethical
behaviours* In this section of the research, the opinions of the respondents were asked
that whether or not the preparation of ethical codes related to the bidding process and
encompassing both the bidders and contracting authorities who are the sides of public
biddings would be useful.

Table 10. Preparation of ethical codes to cover contracting authorities and bidders

Frequency | Percent Valid Percent Cumulative Percent
Yes 37 86,0 86,0 86,0
Valid No 6 14,0 14,0 100,0
Total 43 100,0 100,0

According to the findings obtained, 86% of the respondents think that the preparation of
ethical codes related to the bidding process and covering both contracting authorities
and bidders would be useful.

According to Table 10, 14,0% of the overall respondents stated that there is no need to
prepare ethical codes to cover contracting authorities and bidders. However, all contractors
(100%) stated that there is no need to prepare such ethical codes. One of the reasons
of this result might be that all contactors without exception do not want to constrain
themselves due to the fact that they take place in the procurement processes. However
this fact is not valid for all public officials.

Supervision

In this section of the research, the respondents, who think that the preparation of ethical
codes related to the bidding process and covering contracting authorities and bidders
would be useful, were told about three bodies, which are the Prime Ministry Council of Ethics
for the Public Service, Public Procurement Authority, Inspection Boards of the Authorities and
the Ombudsman System, and asked for their opinions whether which of these three bodies

42 Mark Robinson (1998), Corruption and Development, Frank Cass, London, p. 106.

122



PUBLIC BIDDINGS AND ETHICS

would be useful and in what ways. The respondents were asked for these institutions or
boards for whether or not they would be useful, not for their current power and duties,
but if necessary after the legal changes or arrangements had been made. Because, for
instance, there is yet no such system as Ombudsman in the Turkish legal system.

Table 11. The supervision of ethical codes

Number of Not Number of
Useful | Respondents useful Respondents
(n=43) (n=43)
Prime M!n|stryThe Council of Ethics for 81,8% 18 18.29% 4
the Public Service
Public Procurement Authority 58,3% 7 41,7%
Inspection Boards of the Authorities 69,2% 9 30,8%
Ombudsman System 69,2% 9 30,8% 4
90,0% 81,8%
80,0%
/ 69,2% 69,2%
70,0% 1
/ 58,3%
60,0% 7
50,0% */ 41,7%
/ Useful
40,0% 30,8% 30,8% I Not useful
30,0% */
/ 18,2%
20,0%
10,0% ’/
’
0,0% T T 1
Prime Ministry The Council Public Procurement Authority Inspection Boards Ombudsman System
of Ethics for the Public Service of the Authorities

According to the findings obtained, 81,8% of the respondents consider the Prime Ministry
Council of Ethics for the Public Service as the most useful institution with regard to the
preparation and supervision of ethical codes. The respondents believe that the council
would be more useful if legal arrangements were made for the increase of its powers
and personnel strength. More importantly, however, they were of the view that the
general operating practices of the council should be re-regulated. There are nevertheless
some thoughts that due to the question of autonomy, which is caused by the fact that
it is responsible to the Prime Ministry, it is not right for the council to have a role in the
supervision of ethical codes.

On the other hand, the Ombudsman System and the contracting authority’s own audit
boards take second place regarding usefulness with the ratio of 69,2%. Audit boards also
get some criticism for such reasons as they are responsible to the head of the unit, and do
not have enough independence.
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(Finally) Public Procurement Authority takes the final place with the ratio of 58,3%. Those
respondents who were of the view that this body would be useful, emphasized the facts
that it was an independent higher board, and that since public procurements was an area
including technical matters, there was a need for specialist opinion in order to reveal the
corruption. Those respondents, who were of the view that this body would not be useful,
opined that PPA would provide expert opinions to the contracting authorities. PPA is one
of the most important features of the contracting system brought about by the Public
Procurement Law No. 4734. According to this law, this board has come into existence as
an independent body to which complaints and objections regarding the public biddings
are brought before during the process from the beginning of the bidding to the phase
where the contract is signed. PPA has undertaken an important duty to investigate
complaints and reach a conclusion about illegality in the processes conducted by public
administrations in public biddings. However, the belief regarding the effectiveness of this
body in the supervision of ethical codes is not strong among the respondents.
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CONCLUSION AND RECOMMENDATIONS FOR SOLUTIONS

In this research, the risky areas where unethical behaviours emerge the most in public
biddings and what these unethical behaviours have been defined. In addition to this, it
deals with what should be done in order to prevent unethical behaviours revealed by
categorizing them under specific headings.

In accordance with the aim of the research, it has revealed changes in types of unethical
behaviours and possible solutions according to the particular stage in the procurement
process. In order to illustrate more clearly which problems and solutions are more or less
important depending on the stage, cumulative tables for both “Unethical Behaviours”
and “Recommendations for solutions to prevent unethical behaviours”are given below in
Tables 12 and 13:

Table 12 .Unethical behaviours by biddings phases (“Yes” Answers)

Pre- Number of Biddin Number of Post- Number of
Bidding  Respondents Phaseg Respondents | Bidding | Respondents
Phase (n=43) (n=43) Phase (n=43)
Unethical behaviours
related to gain material 88,4% 38 90,7% 39 79,1% 34
interest
Unjust competition 74,4% 32 44,2% 19 4,7% 2
Efficiency 32,6% 14 48,8% 21 53,5% 23
Unethical behavwours 93% 4 302% 13 512% 2
related to gain status
Political interest 4,7% 2 9,3% 4 11,6% 5
Career aim 2,3% 1 2,3% 1 9,3% 4

Table 13. Recommendations for solutions to prevent unethical behaviours by biddings phases
(“Yes” Answers)

Pre- Number of Biddin Number of Post- Number of
Bidding Respondents Phaseg Respondents | Bidding Respondents
Phase (n=43) (n=43) Phase (n=43)

Training 18,6% 8 11,6% 5 18,6% 8
Personnel 18,6% 8 4,7% 2 16,3% 7
Administration 18,6% 8 25,6% 11 23,3% 10
Standardisation o o o

through Legislation 34,9% 15 37,2% 16 23.3% 10
Politics 7,0% 3 7,0% 3 2,3% 1
Supervision 14,0% 6 23,3% 10 62,8% 27
Technology 2,3% 1 16,3% 7 N/A

Principles 41,9% 18 51,2% 22 7,0% 3

Utilizing the literature review and the findings of this research, the recommendations
directed to increase the ethical awareness of major actors taking role in public biddings
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and to improve the level and prevalence of ethical practices in all phases of public biddings
are mentioned in order of priority below. (It should be noted that these recommendations
basically came from the findings. During the interviews the interviewees mentioned some
recommendations in order to prevent unethical behaviours. These recommendations
took place under the given categorisations above and also used in the conclusion below
as direct statements.)

When we look at these recommendations it is seen that the PPA should play the main
role in order to prepare legislation proposals, guidelines and training models. Because the
mission of the PPA is to maintain continuity of the effectiveness and efficiency in public
procurement by determining the principles and procedures to be applied in procurements
held by public administrations. (entities and institutions governed by public law or under
public control or using public funds.)

Pre-bidding phase:

The PPA should prepare legislation proposals, guidelines and training models to realize the
recommendations given below:

e To establish a personnel structure and training system which utilize the
specialization of the personnel who accept bids for a contract. It is a fundamental
problem for civil servants not to have enough knowledge about the legal rules.
When they carry out daily duties, civil servants should have a good knowledge of
many statutes, regulations, directives and various regulating laws. Incompetence in
this matter may at times push civil servants to behave illegally. Therefore those who
take responsibility should be trained in the relevant laws. When the contracting
commissions are being set up, those who are well-equipped in legal matters
should be chosen for the job.

e The PPA should make the legal arrangements which would require obtaining the
necessity analysis from and the approval regarding the priority of the need of an
independent authority.

e Theeffectiveness of the PPA and the Audit Court (Turkish Court of Accounts) should
be increased with regard to the legal inspection of the decisions taken by public
administrations in relation to public biddings.

e The development of projects which provide for determination the approximate
cost objectively.

e Legal arrangements allowing the publicity of those who behave unethically.

e Measures which increase transparency such as the preparation and publicity of the
specifications in a way that all contractors participate.

e Digitalizing the process of bidding and the documents involved in this process. The
more red tape the more corruption and unethical behaviours in the process. The
bureaucratic structure which is suitable for leading to corruption and unethicality
in public administrations should be re-organized with a competitive idea.
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e The designation of competence criteria in the documents for bidding in a way
which is not open to interpretation. Making the elements regarding the criteria of
contractor competence, which makes giving bids difficult, flexible.

e The preparation of contracting documents by a different public body specialized
in this job regarding procurement of materials and services or building works
for public administrations and thus reach the standardization. The formation of
standardized contracting documents directed to specific procurement of certain
public administrations. Thus leaving fewer items for the public administrations to
fillin.

e The law numbered 5812 shrinks the powers of the PPA. According to this law
complaints about the biddings will be done by a petition and the PPA will only
examine the elements which are subject to the complaint without examining
other parts of the file. (Sf. 47- Bir cimle eksik.)

e (Considering the problems occurred in the practice, the revisioning by the decree
in Law Judgment (Kanun Hiikmiinde Kararname (government decree which has
the force of law)) of the Public Procurement Law No. 4734. By means of collecting
the problems contracting commissions face in practice in certain periods, Public
Procurement Authority may initiate the process of revisioning the law.

e In the phase of determining contracting procedures, in accordance with the
wording and spirit of the Public Procurement Law No. 4734 the procedure of open
bidding and the procedure of bidding by certain contractors should be taken as
default contracting procedures. Other contracting procedures should only be used
in special circumstances as specified in the law.

e Allkinds of possessions owned by public bodies should be registered conventionally
and electronically. This inventory should be supervised routinely by external
supervisors. Thus biddings which exceed the needs would be avoided. Moreover,
in a province, for instance, exchange of possessions might be possible between
different public institutions by means of this inventory. (For example, in a hospital
while there are X-ray photograph films in large numbers which cannot be used
within their economic time, another hospital may obtain these instead of accepting
bids for a contract.) This kind of exchange of materials was practiced successfully
by the KiTs (economic enterprises owned by the State) in the past.

The following points are general solution recommendations for the prevention of unethical
behaviours in relation to public biddings.

Firstly, the Government should take necessary steps in order to remove of economic
possessions of public bodies as much as possible by means of privatisation process a large
scope which entails transfers of important budgetary means and regulatory powers from
the public to the private sector. The State should play a regulatory and supervisory role in
the area of economic activities. However, when the privatisation is being conducted the
infra-structure which is to regulate the operation of the sector being privatized should be
well established. Otherwise the place for unethical practices would be shifted from public
to private sector.
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Traditionally, criminal law has focused on the active and passive bribery of public officials,
while bribery in the private sector (i.e. bribery between two private entities involved in
business activity) was primarily dealt with by civil (e.g. competition) or labour laws or
general criminal law provisions.

However, criminalising bribery in the private sector is increasingly seen as necessary to
avoid gaps in a comprehensive strategy to combat corruption — especially since corruption
in the private sphere undermines values like trust, confidence and loyalty, which are
necessary parts of social and economic relations, and erodes the basic principles of fair
competition. Nevertheless the State should make the necessary reforms in various areas
where privatisation is not possible in order to develop further the operation of the units
concerned.

Secondly, the Government should take necessary steps in order to give responsibilities
to honest directors. To prevent and reduce corruption in the public administration,
it is important to ensure that the most capable individuals are recruited to the public
service, and that administrative systems promote professional and honest officials and
punish corrupt ones. Public administration reforms should therefore aim at fostering
professionalism and impartiality of public services and should include other important
elements, such as capacity and career development, job security and remuneration policy.
These reforms should also aim to establish clear and effective administrative procedures,
harmonious standards across public administrations to prevent misuse of discretion, and
tools to control and review actions of individual public servants in order to ensure their
accountability.

(In the) Bidding phase:

In order to realize the recommendations for the prevention of unethical behaviours in
the bidding phase the PPA should again prepare legislation proposals and guidelines. The
recommendations in this phase are as follows:

e Using electronic devices more often. Since the evaluation will be conducted by
the computing system and the right to discretion exercised by the contracting
commissions is removed, the practice of e-contracting should begin.

e The establishment of a database whereby documents regarding tax, insurance,
certificates etc. and the conclusion of the job by undertakings can be seen via a
number allocated to them.

e Making each phases of biddings, conducted to obtain materials and services that
public administrations need, as transparent as possible will play an important role
in the establishment of an ethical climate in public administrations.

e More punitive sanctions should be applied to those civil servants who behave
illegally in public biddings and these sanctions should be deterrent for them.

e Since dealings between contractors themselves prior to giving bids are kinds of
illegality, the effectiveness of judicial mechanisms should be increased for this
matter.
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e Simplifying of the contracting process is necessary. The work of the OECD
supports this finding. Complicated, overly stringent, ambiguous and unpredictable
regulations open to arbitrary decisions create multiple opportunities for corruption.
Thereisan impression that some new regulations are created with the sole purpose
of raising revenues for corrupt bureaucrats. (Therefore, streamlining various types
of regulations in a multitude of sectors could significantly cut opportunities for
corruption. Openness, simplification of the business by decreasing bureaucracy
environment is probably the strongest instrument to limit opportunities for
corruption. There are a variety of options, such as removal of unnecessary
certification, permitting and licensing regulations, anti-corruption screening of
new legislation aimed at limiting discretionary powers, and increasing officials’
accountability. These measures normally should be implemented as part of
comprehensive and systemic sectoral reforms. However, it may also be useful to
implement targeted anti-corruption programmes in the sectors with a particularly
high risk of corruption in order to produce rapid and visible results.®

e Providing effective supervision during bidding processes prior to (ex-ant) and after
(ex-post) the constitution of the contract.

e Digital registering of all contracting works will increase the conformity to the
principles of transparency and accountability.

e Measures which promote for more contractors to bid.

e Determining the approximate costs correctly and measures taken by the public
institutions in order to increase the competition.

e The publicity of approximate costs with lower and upper limits.

e Since the lowest bid is not always the best bid, in case there are no well-equipped
employees to evaluate the bids, assistance should be obtained by independent
bodies.

Finally, the PPA should not issue Circulars against the rules of the Public Procurement Law
No. 4734. For instance, according to the law “‘completing the documents which do not
change the essence of the bid"is possible but this may be prohibited by a Circular of the
PPA.

In the post-bidding phase:

In order to realize the recommendations for the prevention of unethical behaviours in
the post-bidding phase the PPA should prepare legislation proposals and guidelines. The
recommendations in this phase are as follows:

e ‘Monitoring’ is an important factor in preventing many unethical behaviours.
Monitoring and effective supervision would reduce the incidences of unethical
behaviours and would have a deterrent effect.

e Internal inspection and supervision systems should be established and operated
effectively.

43 OECD (2008), Fighting Corruption in Eastern Europe and Central Asia: The Istanbul Anti-Corruption Action Plan- Progress and Challenges, p. 72.
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Provisional and final acceptances conducted by the contracting body after the
work has been done should not be a matter of formality. More punitive sanctions
should be imposed on those authorized persons who conduct acceptances for
works which do not conform to the administerial and technical specifications and
these sanctions should be applied seriously in practice.

Regarding the contracting of projects carried out by ETKB, independent inspection
firms should take part as is the case for the system of inspection of buildings.
Obligations and responsibilities of these firms should be increased.

Job definitions and time limits in the phases of the preparation and conduction
of payment, acceptance and inspection should be re-organized. A role should be
given to professional chambers in the process of acceptance.

While the jobs are being carried out, experienced inspectors should be employed
in sufficient numbers.

General public could be mobilized to participating in the process of inspection as
the case for participation share for spendings. This finding is supported by a recent
work of the OECD* according to which “public participation in the development
and monitoring of anti-corruption policies is useful to identify policy priorities and
effective implementation measures, and is vital to ensure the support of society for
government policies. Thisis particularly valid in countries where the public perceives
the government as corrupt, and the governments have to develop democratic
habits and procedures for listening to citizens. Mechanisms for public participation
in anti-corruption work can range from informing the public about certain plans
or measures (e.g. publishing a draft plan in the media, holding press conferences
and other events, creating special websites), responding to public inquiries and
complaints (e.g. telephone or electronic “hotlines’, open hours for public meetings,
rules for public officials to respond to public inquiries), and holding public
consultations (e.g. discussions of draft programmes or laws), to setting up temporary
or permanent structures for dialogue between the governments and the citizens
(e.g. anticorruption working groups, councils or commissions with government
and public representatives) or involving civil society representatives directly in
the development of policy or legal documents as experts (e.g. citizens participate
as experts in legal drafting, or act as observers to governmental discussions or
actions, such as the public procurement process). Public participation can also be
less structured, or based on specific needs. In addition to the public participation
mechanisms established by the government, NGOs (on their own and together
with the media) can play an important role of “watch dogs” of governments’ anti-
corruption efforts. The final goal is to reflect civil society’s recommendations in the
governmental or national policy and legal documents!”

The Ethical Codes and Supervision

Whilethereisaneedforthe preparation of ethical codesencompassing boththe contractors
and the public administrations who are the prime actors of the area of biddings in order to

44 OECD (2008), Fighting Corruption in Eastern Europe and Central Asia: The Istanbul Anti-Corruption Action Plan- Progress and Challenges, p. 26.
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increase ethical awareness it is expected that Prime Ministry Council of Ethics for the Public
Service would play a leading role. Ethical codes which are to be prepared will contribute
towards the change of democratic culture in better direction, and thus the reduction of
the level and gravity of ethical problems. While the legal arrangements are being made
regarding the formation of powers and duties being allocated to the Council of Ethics,
equipping it with the power and duty of the preparation and supervision of ethical codes
related to the area of biddings would also be useful to be taken into consideration.
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APPENDICES

APPENDIX 1: Prime Ministry the Council of Ethics for the
Public Service Public Procurement and Ethic Research: Survey
(Interview) Questions

Date:../.../ 2009

Time:

Prime Ministry the Council of Ethics for the Public Service

PUBLIC PROCUREMENT AND ETHIC RESEARCH in Turkey

(Public Bidding and Ethics: The Case Study for Public Procurement Procedures and
Ethical Problems in Turkey)

Explanation

A research project is being conducted with the Prime Ministry the Council of Ethics for
the Public Service Ethics for the Prevention of Corruption in Turkey. The project has three
major aims: a) To reveal the risks before, during and after the bidding periods in public
bidding procedures as practiced in Turkey; b) To reveal unethical behaviours in energy
and municipality biddings; ¢) To offer possible solutions in order to prevent unethical
behaviours.

In this context an interview will be conducted with you. 11 questions will be directed to
you in regard with before, during and after biddings and Ethical Codes/Supervision. Your
answers are crucial to prevent corruptions and unethical behaviours in public biddings in
Turkey.

Your answers are confidential and will not be used other than the aim of the project;
your name and surname will not be mentioned in the report. Thank you very much in
advance.

Assoc. Prof. Arif Kbktas « Assoc. Prof. Fatih Karaosmanoglu « Assoc. Prof. Veysel K.
Bilgi¢
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INTERVIEW QUESTIONS

Answer the questions below in regard with Energy / Municipality Biddings and unethical
behaviours that not constitutes crime

l. Pre-Bidding Phase

1.

Which one of the following situations in pre-bidding phase is the most risky area
in arising unethical behaviours? (If you see any difference, please state for Energy E,
Municipality B)

O A Lack of adequate need assessment and budgeting of public procurement
O B. Specifications that are not adequately or objectively defined

O C. Insufficient time frame for the preparation of the bid

In the risk area that you stated in pre-bidding phase, what kind of unethical behaviours
emerge in your opinion?

What are your concrete recommendations to avoid such unethical behaviours
emerging in pre-bidding phase to prevent corruption in Turkey?

Il. Bidding phase

4.

Which one of the following situations in bidding phase is the most risky area in arising
unethical behaviours? (If you see any difference, please state for Energy E, Municipality
B)

O A Improper access to information for bidders in attendance to bid
O B. Resulting in inadequate prices through collusive bidding among bidders

O C. Attitudes bias in the evaluation and approval process of offers
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5.

In the risk area that you stated in bidding phase, what kind of unethical behaviours
emerge in your opinion?

What are your concrete recommendations to avoid such unethical behaviours
emerging in bidding phase to prevent corruption in Turkey?

Ill. Post-bidding phase

7.

9.

Which one of the following situations in post-bidding phase is the most risky area
in arising unethical behaviours? (If you see any difference, please state for Energy E,
Municipality B)

O A Insufficient monitoring of the contractor

O B.Lack of supervision of public officials

O C Deficient separation of financial duties

Inthe risk area that you stated in post-bidding phase, what kind of unethical behaviours
emerge in your opinion?

What are your concrete recommendations to avoid such unethical behaviours
emerging in post- bidding phase to prevent corruption in Turkey?
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IV. Ethical Codes and Supervision

10. Would it be useful to prepare ethical codes which cover both contracting authorities

and bidders in procurement area?
O A Yes

O B.No

. If the answer is “Yes’, what do you think about the advantages of the remedies given

below in relation to the supervision of ethical codes?

A. Prime Ministry the Council of Ethics for the Public Service
B. Public Procurement Authority

C. Inspection Boards of the Authorities

D. Ombudsman System
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APPENDIX 2: Frequencies and Percentages of the Risky Areas,
Unethical Behaviours and Recommendations for Solutions in
the Pre-Bidding, Bidding and Post-Bidding Phases

PRE-BIDDING

The Deficiency of Necessity Analysis and Budgeting of Procurement

Frequency | Percent | Valid Percent | Cumulative Percent
Energy 1 23 71 71
Municipality 6 14,0 429 50,0
Valid
Both Energy and Municipality | 7 16,3 50,0 100,0
Total 14 326 100,0
Missing System 29 674
Total 43 100,0

Energy _ Local
Government

Local Government

43% 50%

The Arrangement of the Specification in which all the Applicants could Bid

Frequency | Percent | Valid Percent | Cumulative Percent
Energy 6 14,0 171 171
Municipality 2 47 57 22,9
Valid
Both Energy and Municipality 27 62,8 771 100,0
Total 35 814 100,0
Missing | System 8 18,6
Total 43 100,0

Local Government 6%

Energy 17%

Energy _ Local
Government

77%
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Insufficient time frame for the preparation of the bid

Frequency | Percent | Valid Percent | Cumulative Percent

Municipality 1 23 20,0 20,0
Valid Energy _ Municipality 4 93 80,0 100,0

Total 5 11,6 100,0
Missing System 38 884
Total 43 100,0

Local
Government

20%

Energy _ Local

Government

80%

Unethical Behaviours related to gain Material Interest

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 38 884 100,0 100,0
Missing System 5 11,6
Total 43 100,0
Unjust Competition

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 32 744 100,0 100,0
Missing System 11 256
Total 43 100,0
Efficiency

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 14 326 100,0 100,0
Missing System 29 674
Total 43 100,0
Unethical Behaviours related to gain Status

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 4 93 100,0 100,0
Missing System 39 90,7
Total 43 100,0
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Political Interest

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 2 4,7 100,0 100,0
Missing System 41 95,3
Total 43 100,0
Career Aim

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 1 23 100,0 100,0
Missing System 42 97,7
Total 43 100,0
Training

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 8 18,6 100,0 100,0
Missing System 35 814
Total 43 100,0
Personnel

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 8 18,6 100,0 100,0
Missing System 35 814
Total 43 100,0
Administration

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 8 18,6 100,0 100,0
Missing System 35 814
Total 43 100,0
Standardisation through Legislation

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 15 349 100,0 100,0
Missing System 28 65,1
Total 43 100,0
Politics

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 3 70 100,0 100,0
Missing System 40 93,0
Total 43 100,0
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Supervision
Frequency Percent Valid Percent Cumulative Percent
Valid Yes 6 14,0 100,0 100,0
Missing System 37 86,0
Total 43 100,0
Technology
Frequency Percent Valid Percent Cumulative Percent
Valid Yes 1 23 100,0 100,0
Missing System 42 97,7
Total 43 100,0
Principles
Frequency Percent Valid Percent Cumulative Percent
Valid Yes 18 419 100,0 100,0
Missing System 25 58,1
Total 43 100,0
BIDDING PHASE
Improper access to information for bidders in participation to bid
Frequency | Percent | Valid Percent Cumulative Percent
Municipality 1 23 10,0 10,0
Valid Both Energy and Municipality 9 209 90,0 100,0
Total 10 233 1000
Missing | System 33 76,7
Total 43 100,0

Local Government
10%

Energy _ Local

Government
90%
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Bidding by collusion among bidders (aspirants)

Frequency Percent Valid Percent | Cumulative Percent
Energy 2 47 6,7 6,7
Municipality 3 7,0 10,0 16,7
Yol EAOJRCE%?I% and 25 58,1 833 100,0
Total 30 69,8 100,0
Missing System 13 30,2
Total 43 100,0

Energy _ Local

Government
83%

Attitudes Bias in the Evaluation and Approval Process

Frequency Percent Valid Percent Cumulative Percent
Valid Energy 2 4.7 13,3 13,3
Municipality 2 4,7 133 26,7
EAOJ:E%?% and 1 256 733 1000
Total 15 349 100,0
Missing System 28 65,1
Total 43 1000

Energy _ Local
Government
74%
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Unethical Behaviours related to gain Material Interest

PUBLIC BIDDINGS AND ETHICS

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 39 90,7 100,0 1000
Missing System 4 93
Total 43 100,0
Unjust Competition

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 19 44,2 100,0 100,0
Missing System 24 558
Total 43 100,0
Efficiency

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 21 48,8 100,0 100,0
Missing System 22 51,2
Total 43 100,0
Unethical Behaviours related to gain Status

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 13 30,2 100,0 100,0
Missing System 30 69,8
Total 43 100,0
Political Interest

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 4 93 100,0 100,0
Missing System 39 90,7
Total 43 100,0
Career Aim

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 1 23 100,0 100,0
Missing System 42 97,7
Total 43 100,0
Training

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 5 11,6 100,0 100,0
Missing System 38 884
Total 43 100,0
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Personnel

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 2 4,7 1000 100,0
Missing System 41 953
Total 43 100,0
Administration

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 1 256 100,0 100,0
Missing System 32 74,4
Total 43 100,0
Standardisation through Legislation

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 16 372 100,0 100,0
Missing System 27 62,8
Total 43 100,0
Politics

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 3 7,0 100,0 100,0
Missing System 40 93,0
Total 43 100,0
Supervision

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 10 233 100,0 1000
Missing System 33 76,7
Total 43 100,0
Technology

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 7 16,3 1000 1000
Missing System 36 83,7
Total 43 100,0
Principles

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 22 51,2 1000 1000
Missing System 21 48,8
Total 43 100,0
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POST BIDDING
Insufficient monitoring of Performance of the Contractor
Frequency | Percent | Valid Percent | Cumulative Percent
Energy 2 47 71 7,1
Valid Both Energy and Municipality 26 60,5 929 100,0
Total 28 65,1 100,0
Missing | System 15 349
Total 43 100,0

Energy _ Local

Government
93%

Lack of supervision of Public Officials

Frequency Percent Valid Percent Cumulative Percent

Municipality 2 4.7 11,8 11,8
Valid Both Energy and 15 349 882 100,0

Municipality

Total 17 39,5 100,0
Missing System 26 60,5
Total 43 100,0

Local
Government

2%
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Deficient Separation of Financial Duties

Frequency | Percent | Valid Percent | Cumulative Percent
Municipality 1 23 25,0 25,0
Valid Both Energy and Municipality 3 7,0 75,0 100,0
Total 4 93 1000

Missing | System 39 90,7
Total 43 100,0
Unethical Behaviours related to gain Material Benefits

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 34 79,1 100,0 100,0
Missing System 9 20,9
Total 43 100,0
Unjust Competition

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 2 4,7 100,0 100,0
Missing System 41 953
Total 43 100,0
Efficiency

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 23 535 100,0 100,0
Missing System 20 46,5
Total 43 100,0
Unethical Behaviours related to gain Status

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 22 51,2 100,0 100,0
Missing System 21 488
Total 43 100,0
Political Interest

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 5 1,6 1000 100,0
Missing System 38 884
Total 43 100,0
Career Aim

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 4 9.3 1000 100,0
Missing System 39 90,7
Total 43 100,0
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Training

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 8 18,6 100,0 100,0
Missing System 35 814
Total 43 100,0
Personnel

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 7 16,3 100,0 100,0
Missing System 36 83,7
Total 43 100,0
Administration

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 10 233 100,0 100,0
Missing System 33 76,7
Total 43 100,0

Standardisation through Legislation

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 10 23,3 100,0 100,0
Missing System 33 76,7
Total 43 100,0
Politics

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 1 23 100,0 100,0
Missing System 42 97,7
Total 43 100,0
Supervision

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 27 62,8 100,0 100,0
Missing System 16 37,2
Total 43 100,0
Technology

Frequency Percent
Missing System 43 100,0
Principles

Frequency Percent Valid Percent Cumulative Percent
Valid Yes 3 7,0 100,0 100,0
Missing System 40 93,0
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Total 43 ‘ 100,0 ‘
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APPENDIX 3: The Preparation of the Ethical Codes and the
Frequencies and Percentages of the Potential Supervisory
Bodies

Would it be useful to prepare ethical codes which cover both the contracting authorities and bidders in the
procurement area?
Frequency Percent Valid Percent Cumulative Percent
Yes 37 86,0 86,0 86,0
Valid No 6 14,0 14,0 100,0
Total 43 100,0 100,0

No
. 14%
Yes
86%
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Prime Ministry the Council of Ethics for the Public Service
Frequency Percent Valid Percent Cumulative Percent

Useful 18 419 818 818
Valid Not useful 4 9,3 18,2 100,0

Total 22 51,2 100,0
Missing System 21 48,8
Total 43 100,0

Not useful
18%




Public Procurement Authority

Frequency Percent Valid Percent Cumulative Percent
Useful 7 16,3 58,3 58,3
Valid Not useful 5 11,6 41,7 100,0
Total 12 279 100,0
Missing System 31 72,1
Total 43 100,0
Not useful

42%

Useful
58%

Inspection Boards of the Authorities

Frequency Percent Valid Percent Cumulative Percent
Useful 9 209 69,2 69,2
Valid Not useful 4 9,3 30,8 100,0
Total 13 30,2 100,0
Missing System 30 69,8
Total 43 100,0
Not useful

31%
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Ombudsman System

Frequency Percent Valid Percent Cumulative Percent
Useful 9 209 69,2 69,2
Valid Not useful 4 93 30,8 100,0
Total 13 30,2 100,0
Missing System 30 69,8
Total 43 100,0
Not useful

31%

149

Useful
69%



RESOURCES

“The Rules Governing Procedures in the Award of Public Procurement Contracts’, http://www.
bipsolutions.com/briefings/Briefings2003/rtf_03/Guidance14_03.rtf+89/440/EEC&hI=tr
(Erisim tarihi: 22.02.2009)

Alyanak, Servet (2007), "An Overview of the Legal Rules Governing Public Procurement in Turkey”,
Public Procurement Law Review \Vol. 2, pp. 125-143.

Alyanak, Servet (2006), "An Overview of Legal Remedies in Public Procurement in Turkey’, Public
Procurement Law Review, Vol. 5, pp. 286-305._

Arrowsmith, Sue (1992-a), "An Overview of EC Policy on Public Procurement: Current Position and
Future Prospects’, Public Procurement Law Review, Vol. 1, pp. 28-39.

Arrowsmith, Sue (1992-b), Civil Liability and Public Authorities, Earlsgate Press, South Humberside.

Arrowsmith, Sue (1992-c),“The Legality of Secondary Procurement Policies under the Treaty of Rome
and the Works Directive’, Public Procurement Law Review, Vol. 1, pp. 410-421.

Arrowsmith, Sue (1995), “Public Procurement as an Instrument Policy and the Impact of Market
Liberalisation’, The Law Quarterly Review, Vol. 11, s. 235.

Arrowsmith, Sue (1997-a), “Deregulation of Utilities Procurement in the Changing Economy: Towards
A Principled Approach,’ European Competition Law Review, 18(7), pp. 420-429.

Arrowsmith, Sue (1997-b), “The Way Forward or a wrong Turning? An Assessment of European
Community Policy on Public Procurement in Light of the Commission’s Green Paper”, 3
European Public Law 389.

Arrowsmith, Sue (1997-c), Towards an Agreement on Transparency in Government Procurement, PSIO
Occasional Paper, Geneva.

Arrowsmith, Sue (2002-a), “Electronic Reverse Auctions Under the EC Public Procurement Rules:
Current Possibilities and Future Prospects’, Public Procurement Law Review, \Vol. 6, pp. 299-
330.

Arrowsmith, Sue (2002-b), Government Procurement in the WTO, Kluwer Law International, The
Hague.

Arrowsmith, Sue (2004), “Public Procurement: An Appraisal of the UNCITRAL Model Law as a Global
Standard’, International and Comparative Law Quarterly,\Vol. 53.1, pp. 17-46.

Arrowsmith, Sue and Arwel Davies (edt.) (1999), Public Procurement: Global Revolution, Kluwer Law
International, London.

Arrowsmith, Sue, John Linarelli, and Don Wallace (2000), Regulating Public Procurement: National and
International Perspectives, Kluwer Law International, The Hague.

Aydin, inayet Pehlivan (2002), Yénetsel Mesleki ve Orgitsel Etik, Pegema Yayincilik, Ankara.

Birkinshaw, P Julian and Christopher Bovis (1992),"Public Procurement: Legislation and Commentary’,
Butterworths European Law Service.

Bovis, Christopher (1996), Public Procurement and Small and Medium Sized Enterprises in the United
Kingdom and the Republic of Ireland, ACCA, Research Paper 17.

150



PUBLIC BIDDINGS AND ETHICS

Bovis, Christopher (1997), EC Public Procurement Law, Longman, London.

Bovis, Christopher (1998), The Liberalisation of Public Procurement and its Effects on the Common
Market, Ashgate.

Bovis, Christopher (1999), “An Impact Assessment of the European Public Procurement Law and
Policy”, Journal of Business Law, March, pp. 126-150.

Bozkurt, Omer, Ergun, Turgay (1998), Kamu Yénetimi SézItgu, TODAIE Yayinlari, Ankara.

Burdsal, Robert L. (2002), “An Overview of Turkish Public Procurement Law”, Public Procurement Law
Review, Vol. 1, pp. 56-73.

COM (2000) 276 final.
COM (91) 347-SYN 36 1.
COM (98) 143..

Dischendorfer, Martin (2003), “The UNCITRAL Model Law on Procurement: How Does it Reconcile
the Theoretical Goal of Total Objectivity with the Practical Requirement for some Degree
of Subjectivity”, Public Procurement Law Review, Vol. 2, pp. 100-107.

Ergun, Turgay (1978),"Yénetimde Yozlasma Olgusu Uzerine’, Amme Idaresi Dergisi, X1, pp. 24-30.
Ergun, Turgay (2004), Kamu Yénetimi: Kuram, Siyasa, Uygulama, TODAIE Yayinlari, Ankara.

Erol, Kemal (1996), Kamu lhaleleri ve Kiiciik ve Orta Boy [sletmeler, TES-AR Yayinlari, Ankara.
Eryilmaz, Bilal (2002), Kamu Yénetimi, Erkam Matbaasl, Istanbul.

Eryilmaz, Bilal (2009), ‘Belediye Baskanligi ve Etik llkeler; fller ve Belediyeler Dergisi, Mart-Nisan, pp.
9-15.

Genckaya Omer Faruk (2009), Cikar Catismasi, Tirkiye'de Yolsuzlugun Onlenmesi icin Etik Projesi
Akademik Arastirma Calismasi, Kamu Gorevlileri Etik Kurulu Yayini

GOk, Yasar (2003), Aciklamali Kamu ihale Kanunu, ilksan Matbaasl, Ankara.

Hunja, Robert, “The UNCITRAL Model Law on Procurement of Goods, Construction and Services
and its Impact on Procurement Reform’, Sue Arrowsmith and Arwel Davies (eds.) (1999),
Public Procurement: Global Revolution, Kluwer Law International, London.

Kamu Alimlarinda AB ve Ingilteredeki Diizenleme ve Uygulamalar, Kamu ihale Kurumu (Yurt Disi Egitim
Arastirmalari), Nisan 2005.

Kapitalizmin Kaleleri-Ii: DTO - Diinya Ticaret Orgitd, http://www.antimai.org/kitap/kkwtoblm2.htm.

Karaosmanoglu, Fatih (2008), Tarihin Baslangici: Uluslararasi lliskiler, Haklar ve Giivenlik, Seckin,
Ankara.

Koktas, Arif (2005), Avrupa Birliginde Kamu ihale Hukuku ve AB Politikalari (BSlgesel Kalkinma —Sosyal -
Sanayi Politikasi) Arasindaki lliski, Asil Yayin Dagitim, Ankara.

Maria, Jose (2002), “UNCITRAL Legislative Guide on Privately Financed Infrastructure Projects’, Public
Procurement Law Review, Vol. 4, pp. 89-92.

OECD (2008), Fighting Corruption in Eastern Europe and Central Asia: The Istanbul Anti-Corruption Action
Plan- Progress and Challenges

151



OECD-SIGMA (2007), Integrity in Public Procurement: Good Practice From A To Z

OECD-SIGMA (2008a), Public Service, Turkey

OECD-SIGMA (2008b), Turkey Public Internal Financial Control Assessment

OECD-SIGMA (2008¢), Turkey Public Integrity System Assessment

OECD-SIGMA (2008d), Turkey Public Procurement Assessment

Ozdemir, Murat (2008), “Kamu Yénetiminde Etik’, ZKU Sosyal Bilimler Dergisi, Cilt 4, Say1 7, pp. 179-195
Robinson, Mark (1998), Corruption and Development, Frank Cass, London.

Simsek, V. Arif (2003), 4734 Sayili Kamu Ihale Kanunu ve Bilisim Sektérd”, Bilisim Dergisi, Eyliil, Say1 87.

Turhan, Ali (1997), Dinya Ticaret Orgiitii (DTO)- GATT, DPT Yillik Programlar ve Konjonktiir
Degerlendirme Genel Muddrltga Yayini.

TUSIAD (2005), Devlette Etikten Etik Deviete: Kamu Yénetiminde Etik, TUSIAD Yayinlari, istanbul.

Wallace, Don (1992), “The UN Model Law on Procurement”, Public Procurement Law Review, Vol. 1., s.
1406.

Wallace, Don (1994), “UNCITRAL Model Law on Procurement of Goods and Construction’, Public
Procurement Law Review,\Vol. 2,s. 1.

World Trade Organization Circular 98-3824, “Working Group on Transparency in Government
Procurement”.

WTO, Document GPA/M/2.

152



THE SHADOW
ECONOMY



FOREWORD

This report summarizes the findings of the study“the Shadow Economy”undertaken within
the framework of the Council of Europe’s project “Ethics for the Prevention of Corruption
in Turkey”. It aims to develop a greater understanding of the shadow economy and to link
the principles of the ethical behavior to the shadow economy. The research is intended
to increase the knowledge and implementation of ethical issues in order to facilitate and
give some guidance to the work of the Ethics Council.

We would like to thank Prof. Dr. Bilal Eryilmaz, the Head of the Ethics Council, Omer Atalar
and the other PRA personnel in the Council for their kind and tireless help in every phase
of the research. Our deep gratitude goes to Hasan Aykin, the contact person from the
Ministry of Finance, and Alan Doig, Resident Advisor of the Council of Europe for their
comments, without which the questionnaire and this report would be full of errors. We also
would like to thank Assistant Prof. Atilla Ugur, and Research Assistants Hilmi Coban, Fatih
Deyneli, Deniz Turan, Fatih Yardimcioglu and Mustafa Taytak for their help in conducting
the surveys in Bursa, Gaziantep, Denizli, Izmir, Istanbul and Sakarya.

Needless to say that there will be a number of errors and deficiencies in this report dealing
with “the shadow economy and ethics” whose scope is so broad and that all errors and
deficiencies are ours as the researchers.

We hope that the findings and the policy recommendations would be beneficial to all that
are interested.

August 2009
Prof. Dr. Coskun Can AKTAN
Assoc. Prof. Fatih SAVASAN



THE SHADOW ECONOMY

INTRODUCTION

It is widely accepted they the size of the shadow economy in Turkey has been large and is
growing. This study aims to analyze the shadow economy and its relation with in/existence
of the principles of the ethical behavior. The study rests upon the three sources of data: the
findings of the existing studies, the surveys of the textile sector firms and the personnel of
the Presidency of the Revenue Administration (PRA) and develops some concrete policy
recommendations. In the context of this study, the shadow economy in Turkey includes
both tax evasion — the failure to pay duly assessed tax to the state — and informal hiring —
the employment of labour on a cash basis that both avoids payments to the state by both
employer and employee.

The Scope and the Objectives of the Research

The study reviews the estimates of the shadow economy in Turkey and addresses its
sectoral aspects to some extent. It discusses the factors giving rise to shadow economy
and the ways to fight it. The focus of the research is on the relationship between the
shadow economy and ethics.

The literature on the shadow economy is large and growing. Here, the review of the
literature is kept short. There are many studies dealing with estimation of the size of the
shadow economy but the studies dealing with its sectoral aspects are few. There are also
a large number of studies addressing the issues related to tax ethics. Here, the lengthy
discussions are avoided with respect to these topics. We assume that those that are
interested in the topic can easily have access to the studies and fill the gap.

This report focuses on the field knowledge about the shadow economy and the ethical
behaviors. To obtain the field knowledge, two surveys, one on the taxpayers the other
on the personnel of the PRA, have been conducted. The textile sector has been chosen
because it has been considered one of the sectors in which the shadow part is big. Using
the information received from the firm survey and the PRA personnel this research link the
shadow economy to ethical behaviors.

The topic is “the shadow economy and ethics” Both the shadow economy and ethics are
mostly driven by the perceptions of the related parties rather than what actually takes
place in the field. This creates subjectivity problem and we as the researchers have always
kept this on our minds. Subjectivity of the taxpayers and the subjectivity of the PRA
personnel do not pose a problem since their activities are mostly led by perceptions not
by the facts. The subjectivity of the researchers, however, poses problems. We have tried
our best to keep our views on the ethical issues and the issues on the relations between
tax and taxpayer outside.

The aim of the study is to develop some concrete policy recommendations to the Ethics
Council. The principles of the ethical behavior of the public officials are benefited greatly
in preparation of the questionnaires displayed in the appendices.

We need to emphasize here that the research does not intend to find “guilty” individuals,
a group of individuals or institutions. It intends to develop a prescription to improve the
taxation system and workings of the PRA.
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This report starts with the profile of the participants of the survey from the firms and
from the PRA. It continues with short reviews of the shadow economy and corruption
to provide brief information to the readers. This section also contains a critical review of
the estimates of the shadow economy in Turkey. Then the section dealing with some of
the sectoral aspects of the shadow economy and the ways to fight it using the findings
of this study comes. In the literature, the sectoral aspects of the shadow economy are not
fully explored. Hence, this section aims to add some new information to the literature
and to integrate the findings of the study to the estimates of the shadow economy. The
findings on the tax ethics will be followed by the section in which inspection units of the
PRA and its local offices are reviewed with respect to the principles of the ethical behavior
from the perspectives of both the taxpayers and the employees of the PRA. The report
will be finalized with a section in which the findings are summarized and some policy
recommendations are provided.

THE PROFILE OF THE PARTICIPANTS OF THE SURVEYS

The demographic characteristics of the participants from the textile sector and from the
local offices of the PRA and the characteristics of the firms whose representatives were
interviewed such as their size, their production and trade structures, their openness and
their integration level with the financial system are displayed below. These characteristics
are important in analyzing the nature of the shadow economy and the relationship
between ethical behaviors of the government officials and taxpayers and the shadow
economy. This report in its following sections will analyze and interpret the effects of these
characteristics on the shadow economy and ethics.

The Characteristics of the Interviewees and Their Firms

As discussed in the related section below the textile sector is believed to have a big
shadow part. Together with some other characteristics it seems to be a good choice to
address the issues this research projects deals with. Below are some features of the sector
that are related to the topic of this research project.

Demographic Characteristics of the Interviewees from the Firms

About half of the participants of the interview from the firms are between 26 and 45 years
old. Interviewees below 25 years old constitute about 8% and those above 60 constitute
only about 3% of the sample.
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Above 60
3,39%

Graph 1: The Age Distribution of the Participants from the Firms

As for the gender distribution, 81% of the participants are male. This characteristic is
especially important in analyzing the discriminatory behaviors of the public servants.
Whether the interviewees think that there is discrimination based on gender in their
taxation matters will be searched. If the women mostly think that is the case then it is an
issue that needs to be addressed.

1,60 %

Graph 2: The Gender Distribution of the Participants from the Firms

The educational attainments of the representatives of the firms interviewed are displayed
in Graph 3. About 40% of them have some college degree (two-year college and above).
The age of those who have high-school degree is also about 40%. We can expect that as
education level of the taxpayer increases so does tax consciousness and he or she might
well aware of the importance of tax in the modern societies. On the other hand, educated
taxpayer has more ability to search for and find the ways to evade taxes without getting
caught so he or she might engage in tax evading activities more.
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Literate
1,07%

Bachelor
22,03%

Graduate
2,4%

High School

39,92%

Graph 3: The Distribution of the Educational Attainments of the Participants from the Firms

Some Features of the Firms

The size of the firms might have some effect on the firms’ decisions to engage in the
shadow economic activities. Small and medium sized firms might have difficulties in
following the rules and regulations and hire informally because of the tight relationship
(relatives among owners etc.). Savasan and Schneider (2006) find that the size of the firms
is important factor affecting the firms' decisions to hire informally. As the firms get smaller
in size measured with the number of employees informal hiring increases. The firms
interviewed are classified in accordance with the European Union (EU) classification of the
firms. It classifies the firms using number of employees as follows: Micro | (0-4 employees),
Micro Il (5-9 employees), Small | (10-49 employees), Small Il (50-99 employees), Medium
(100-250 employees) and High-medium and Big (above 250) (Colakoglu, 2002: 3-8). About
46% of the firms interviewed are micro according to classification mentioned above
and employ fewer than 10 employees. About 48% of the firms are small sized. The firms
employing 100 or more are only 6% of the firms interviewed. In short, the textile sector in
Turkey composed of small sized firms. However, the interview is conducted in February
and March, 2009 around which the effects of the global economic crisis felt heavily in
Turkey and in the sector. So these numbers underscore the true sizes of the firms to some
extent. In fact, this is what many interviewees underlined during the survey as well. The
findings of some previous studies report a little bit bigger company sizes. In Savasan and
Schneider (2006), for example, 6.7% of the firms in the sector employ more than 250
employees whereas this study reports only 0.29%.
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High-Medium and
Medium Big 0,29%
5,88

Small Il
9,33%

Micro |
26,26%

Small |
38,74%

Graph 4: The Size Distribution of the Firms in the Textile Sector in Turkey

The firms'openness might have some implications in their shadow economic activities. As
a proxy for openness the firms are asked whether they export. The findings are in Graph
5 according to which almost 30% of the firms interviewed export. However, some sub
manufacturers seem to report they export, which might cause overestimation due to
double counting.

29,95%

Graph 5: The Openness Distribution of the Firms (Whether the Firm Exports)

The link between the firms and the financial system might have implications for the firm’s
handling of the accounting tasks and, hence for the shadow economy. About one fifth of
the firms report that they never borrow from the banks. Beside this type of firms which self
finance, more than 75% of the firms use loans either rarely or frequently. During interviews

some firms cited specifically that they get loans from the participation banks which have
become more common in Turkey.
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Never
20,97%

Infrequently
55,35%

Graph 6: The Link between the Firms and the Financial System (Whether the Firm Borrows from the Banks and How Often)

Graph 7 exhibits the firms’ structure of production and trade. About one fifth of the
participating firms are retailers and one fourth are doing both wholesale and retail sale.
Looking at the numbers we also see that more than half of the firms interviewed both
produce and make trade.

Production and Wholesale

38,85%
Wholesale and °

Retail 23,9%

Production, Wholesale
and Retail 15,22%

Graph 7: The Distribution of the Firms’ Production and Trade Structure

Whether firms produce for their own trade mark or they are sub-manufacturers is one of
the important features of the firms because of its potential effects on the firm's behavior to
stay “above-ground” or go “underground”. The frequencies in percentages to the question
whether they have own trade marks are displayed in Graph 8. These findings tell us that
about onefourth of the firms are sub manufacturers and that about one fifth own their own
trade mark and at the same time produce for some other firms (toll manufacturing). About
29% of the firms produce only for their trade marks. The sensitivity of the sector to imitated
goods and unjust competition caused by cheap imports is well known and accepted fact
and it should be somewhat related to this production and trade structure of the sector.
From the information collected during interview we can draw some conclusions: The firms
increasingly realize the importance of having own trade mark and try to create one even if
itis local. The trade marks are mostly used in the products exported to countries in the East
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such as Iran and Azerbaijan. The percentage of those not answering this question is high
due to the facts that a lot of firms are only trading and that they have variety of products.

Production and

Wholesale and Retail Wholesale
53.9% r 38,85%

Production, Wholesale
and Retail
15,22%

Graph 8: The Distribution of the Firms with respect to Their Trade Mark Structure

The firms are asked whether they are utilizing or utilized any government incentive
such as cheap energy, employer share of social security premium to see if the two-way
relationship of the firms as taxpayers with the government affects their perception of tax.
About 30% of the firms report that they are utilizing or utilized some type of government
incentive programme. Tax as a mandatory payment is not something that is liked. When
firms take advantage of some government incentive they establish better link between
tax and government service. That is, the perceptions of the incentive beneficiaries toward
tax and government might change positively and become more willing to pay taxes and
not to evade them.

30,31%

Graph 9: The Distribution of the Firms with respect to Incentives (Whether the Firm has utilized any incentive)
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The Characteristics of the Participating PRA Personnel

With the Law no 5345, adopted in 2005 the General Directorate of Revenue has been
abolished and the Presidency of Revenue Administration (PRA) has been established under
the Ministry of Finance in order to".. in order to carry out revenue policy with justice and
impartiality and to collect other revenues with the least cost; to ensure willingly adaptation
of taxpayers to the tax; by protecting taxpayers'rights and providing high quality services,
to take necessary measures in order to ensure that taxpayers implement their obligations
easily, to work with the respect to main principles of transparency, accountability,
participation, productivity, effectiveness, and customer focused organization” (The
objective of the Law as stated in its first Article). One of the duties of the PRA as stated in
Article 4 is "to prepare organizational ethic rules in the frame of rules determined by the
Ethics Council and to announce to the employees and taxpayers"

According to information provided on the website of the PRA, it employs about 41
thousands civil servants in its local offices. The employee interviews are conducted
in Istanbul, Sakarya, izmir, Denizli and Gaziantep. 770 officials in the local offices of the
Revenue Administration have participated in the “employee” survey of this study. Below
are some features of the participating officials.

As displayed in Graph 10, 43% of the participating officials are ages between 36 and 45.
Those between 26 and 35 years old and between 46 and 60 years old constitute 32% and
24% of the participating officials, respectively.

Missing
Above 60 yearsold  3,91% Below 25
0,27% . 0,54%

46-60 years old 26-35 years old
23,89% 32,39%

Graph 10: Age Distribution of the Participating PRA Personnel

As exhibited in Graph 11, about 30% of the officials are female. According to PRA statistics,
this ratio of female in their offices is 38%. If the ratio of female in the secondary jobs (cleaning
etc.) is not high to compensate this gap, then the female officials are underrepresented in
our sample.
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Female
29,88% A .

Graph 11: The Gender Distribution of the PRA personnel

Graph 12 exhibits the distribution of the educational attainments of the PRA personnel. It
shows that about 72% of the PRA personnel have bachelor’s degree and 11% have two-
year college degree. The percentage of those having graduate diploma is considerably
high reaching about 6%.

Missing
Graduate 1,45%

5 8% Elementary
,07/0

0,13%

ith School
11,2%

Bachelor

72,2%

Graph 12: The Distribution of the Educational Attainment of the Participating PRA personnel

More than 70% of the PRA personnel have been working in the Revenue Office for more
than 10 years. The percentage of the PRA personnel leaving this question unanswered is
very high. The Office was established in 2005 and before that the same tasks had been
undertaken maybe by the same PRA personnel under different office. This could cause
some confusion and make some officials leave the question unanswered.

163



Missing
Above 25 years 782% _
9,08%

1-5 years

14,25%
6-10 years\
17,32%

16-20 years
23,74%

11-15 years
10,75%

Graph 13: The Distribution of the Duration of the PRA personnel

The distributions of the participants based on job title and functions of the PRA personnel
could be very useful in analyzing the relationship between the ethical behaviors and the
shadow economy. Unfortunately, the contact persons appointed by the PRA suggested
that these types of questions would harm hierarchy among the officials and the results
based on job titles and functions would cause cohesion among auditing units specifically
and units in general. Hence, the final version of the questionnaire did not include these
types of questions.

THE SHADOW ECONOMY: A SHORT REVIEW OF THE LITERATURE

This section reviews the literature on the shadow economy and establishes a link between
the shadow economy and ethical environment. It reviews the definition attempts of
the phenomenon and the potential link between the shadow economy and ethical
environment. A short discussion of the measurement issue and critical review of the
estimates of the shadow economy will follow.

The Shadow Economy

Cash, informal, second, shadow, irregular, underground, unrecorded, hidden, subterranean,
unofficial, informal, clandestine, black and fiddling constitute just a short list one can
encounter in the literature for economic activities that are not included in official statistics.
Among these, underground, hidden and shadow are the ones most commonly used (see:
Danesh, 1991; Portes et. al. 1989; Roemer and Jones, 1991; Greenfiled, 1993; Lippard and
Walker, 1997).

Untilrecently, the literature on the shadow economy is mostly focused onthe measurement
issue. Any attempt to measure the shadow economy faces the problem of defining it.
Fleming et al. (2000) classify the attempts to understand the shadow economy into two
categories: the definitional approach, which takes shadow economy simply as unrecorded
economic activity, and the behavioral approach, which defines the shadow economic
activities with respect to particular behavioral characteristics such as adherence to the
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established rules. Although the shadow economy has been viewed negatively because it
is perceived to be tax evasion and tax avoidance, clearly, there are other sides to it. Reed
(1985) takes the family as a productive unit and argues that household production can
serve as a surrogate for much of the shadow economy.

Feige (1989) takes a practical approach and defines recorded income as “that component
of total economic income empirically captured in the NIPA (National Income and Product
Accounts) statistics” Thus, the remaining part of the total economy is shadow economy.
He then differentiates the total unrecorded income into three components:

1. Income generated by illegal economic activities.
2. Income produced in non-market legal activities.
3. Income produced in legal market activities but not measured by NIPA.

A similar grouping can be found in Kitine (1993). A more comprehensive and commonly
cited taxonomy of the shadow economy developed by H. G. Grubel (appeared in Mirus
and Smith 1997). Using this taxonomy Schneider and Enste (2000) conclude that the
shadow economy includes all economic activities that would generally be taxable were
they reported to the tax authorities. Hence they and many others such as Feige (1989),
Frey and Pommerehne (1984) use the following definition: All economic activities that
contribute to the officially calculated (or observed) gross national product but are currently
unregistered.

Corruption and the Shadow Economy

Corruption, as Tanzi (1998) put it, is ‘like an elephant, even though it may be difficult to
describe it, it is generally not difficult to recognize when observed. The most popular
and the simplest definition of corruption is that corruption is the abuse of public power
for private benefit (Bardhan 1995). A similar but more neutral definition is given by Tanzi
(1995): corruption is the intentional noncompliance with arm’s length relationship aimed
at deriving some advantage from this behavior for oneself or for related individuals. Tanzi
(1998) classifies corruption into different categories such as cost-reducing or benefit-
enhancing, briber-initiated or bribee-initiated, centralized or decentralized, predictable or
arbitrary and involving cash payments or not.

The shadow economic activities and corruption have some potential links. Both types of
activities being illegal are likely to flourish in similar environments and might affect each
other. There are two main views on the relationship between the shadow economy and
corruption. According to Rose-Ackermann (1997), the shadow economy is a substitute
for corruption. Johnson, Kaufmann, and Zoido-Lobaton (1998) find a complementary
relationship between the two: Countries with more corruption and bribery have larger
shadow economies. When there is poor quality in governance corruption may “grease
the wheels" by enabling individuals to avoid bureaucratic delays or “sand the wheels” by
lowering the security of property rights and misallocating public resources. Johnson et al
(1998) findings support the argument that corruption prevents the official economy from
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operating smoothly. Savasan and Altundemir (2007) find that corruption brings about
more shadow economic activities.

Corruption can influence the shadow economy through various channels. Johnson et
al. (1998) state that the implementation of the rules is more important than what the
rules themselves and lay out three propositions: First, the share of the shadow economy
in GDP should be higher when there is more regulation. More people will have a greater
incentive to move to the shadow sector of the economy when discretion exercised by
government officials is greater. Many empirical studies in the related literature find that
this is the case. Second, the shadow economy should be larger because the corruption
would increase tax burden where the ‘effective tax burden’is outcome of both tax rates
and how the tax system is administered. As taxpayers' perceptions of the government and
the tax system get distorted their compliance would diminish. Third, a larger shadow sector
should be correlated with weaker publicly provided services. These three propositions are
closely related to the interest of this research. As public officials, specifically those in PRA
undertake their tasks obeying the principles of the ethical behavior the public's perception
of government is likely to improve helping the incentive to go underground diminish.

Tax evasion decision, a more focused term and also focus of this study, is likely to be related
to corruption. As the numerous tax evasion studies such as Cowell (1990) suggest tax
evaders try to maximize their expected utility. Taxpayer has a choice between declaring
his actual income and hiding some or all of his income. The choices of whether to evade
paying taxes and to what extend depend on, first, detection possibility and second, the
penalty rate if detected. Corruption is likely to reduce the detection possibility because it
implies weaker enforcement of rules and regulations. Even if the tax evader is caught he
may bribe the official at a rate, possibly, less than the penalty rate. As a result, tax evaders
might have a greater chance to avoid official prosecution.

It can be also speculated that the social pressure on the evaders due to their free-riding
would be less in the countries where government servants exercise rule-bending activities
in their official duties in order to attract more private gains.

Insummary, corruption s likely to cause more shadow economic activities not only because
itincreases the‘effective’ burden imposed by government on individuals but also it reduces
the cost, social and/or economic, that the agent engaging in the shadow economic
activities faces. The perceived quality of the governance in the Revenue Administration
and its effect on the taxpayers'compliance are addressed in the following sections.

Measuring the Shadow Economy

There are many reasons why estimating the size of the shadow economy is an important
task. Thomas (1999), for example, in his criticisms to the methods estimating the shadow
economy stresses on the political dimension of such studies because a large and
growing shadow economy may indicate higher tax burden or excessive regulation. It has
implications on labor market; e.g., a growing shadow sector means unemployment is not
a big problem as it seems.
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The approaches to measure the shadow economy may be classified in different ways, for
example, into those using micro data versus those using macro data, or those employing
an accounting versus those employing an econometric framework. Feige (1989) states
three major classes of information on the shadow economy: anecdotal, micro, and
macroeconomic. In Frey and Pommerehne (1984) the classification is made according to
the rationale behind these approaches. Below is a short list of the approaches one may
encounter in the literature:

() Methods attempting to uncover the shadow economy by directly examining
individual behavior:

(@) Well-designed surveys and samples based on voluntary replies;

(b) Tax auditing and other compliance methods.

(I Methods relying on the identification of residuals at the aggregate level:
(a) Discrepancy between income and expenditures;
(b) Difference between officially measured and actual labor participation rates;

(c) Additional demand for currency and/ or money actually observed compared to a
situation in which there would be no shadow economy.

(d) The physical input (electricity consumption) method.
() Latent variable approach.

This report will not discuss the details of the methods listed above. It assumes that the
readers of this report either possess good knowledge on these or are well equipped to get
it. Instead, it will provide a critical review of the estimates of the shadow economy.

The Size of the Shadow Economy in Turkey

There are many ways to estimate the size of the shadow economy. Estimates from different
studies provide quite conflicting results. This holds true even for the estimates from the
same method. This issue sometimes calls for complete halting of estimating the shadow
economy. To elaborate upon this issue the shadow economy estimates from different
studies are presented in Table 1. Some detailed discussion on these estimates would
help us draw some conclusions on the size of the shadow economy in Turkey and on the
reliability of the estimates.
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Table 1: The Size of the Shadow Economy in Turkey from Various Studies

Shadow Economy
as % of ‘Official’ Shadow Economy
) GDP (Annual as % of 'Official' GDP | Min-
Author(s) Period/Year Estimate or (Average over 1988- | Max Method
Averages over the 1990 Period)
Period)
3.1;45,6.2;5.1; 126;126;257,204; | -4.2- -
1968-1990 8974 257204 349 Currency Ratio
Kasnakoglu
(1993) 49,544,109, 11.6; 6.1;7.0;125;13.9;
1963-1990 4.2,5.1;10.8;134; 44,58;10.0;12.9; 0-22.6 Currency Demand*
46,5.7;56;7.2 59;7.7,6.3;85
Discrepancy
1987-1992 23 2.2 1.5-36 Method
1984-1991 23.1;37.7 144,298 8.2-91.6 | Tax Auditing?
Temel et al. )
(1994) 1970-1992 10,8 1.8 0-26.3 Currency Ratio
Transactions
1970-1992 10.9 1.8 0-26.3 Method
1975-1992 12.1 74 6.3-20.3 | Currency Demand
56;6.8;83;9.5;
P O 117,117,169, 19.0; | -4.30- .
1968-1993 E;l 10.0;11.4; 240,169:190: 240 | 996 Currency Ratio
12.9;11.6;12.2; 12.8;109;11.8;11.3;
Yayla (1995) 1968-1993 12.2,6.3;5.8;4.8; 5.7,4.7,42,4.7,6.7; 0-42.1 Currency Demand*
57;67;58,74,66 | 54,7460
Transactions
1968-1993 329 378 0-62.5 Method
g } } -10.6- Discrepancy
1987-1999 1.2 197 75 Method
Ogunc&Yilmaz .
(2000) 1980-1998 16.1 139 0-46.2 Currency Ratio
1971-1999 | 15.1 152 ;g? Currency Demand
1971-1998 27.2 16.8 10-44.8 | MIMIC
Savasan (2003) ;
1998 28 ) ) Randomized
Response
1985-2002 65 46.3 26-184 | Tax Auditing
1978-2000 | 441; 20 5:21.67 133 | Physical Input
Us (2003) Approaches
1987-2003 48 - 0-90 Currency Ratio
1987-2003 6 - 3-12 Currency Demand
Karanfil & o
Ozkaya (2007) 1973-2003 20.2 (approx.) 235 12-30 Kalman Filtering
Schneider and 32.1-
Savasan (2007) 1999-2005 338 - 351 DYMIMIC

¥Estimates vary with the assumptions employed. A lengthy discussion is provided in the
text and for more discussion see Schneider and Savasan (2007).
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Table 1 exhibits the results of some studies using averages over the periods under
consideration for the size of the shadow economy in Turkey. Kasnakoglu (1993) and Yayla
(1995) use two different benchmark years in which the ‘unrecorded’ economy is assumed
to be nonexistent or negligible. In‘base I, they use 1973 (for the period from 1968 to 1980)
and 1987 (for the period from 1981 to 1990) as benchmark years. They are 1975 and 1987
for'base II' Kasnakoglu reports three different sets of estimates for each base. In each base,
estimates differ because of the assumptions with respect to k , the ratio of currency to
demand deposits in the underground sector. In the first case of both bases, it is assumed
that currency is the exclusive medium of exchange in the ‘unobserved’ sector. Under this
assumption, demand deposits in the sector approach zero, therefore the ratio of currency
to demand deposits approaches infinity. In the second case, this assumption is relaxed
so that three-fourths of the ‘unreported transactions are made by currency and the rest
is paid by means of demand deposits in which case k =3. In the third case, it is assumed
that two-thirds of the unreported transactions are paid by cash and the rest by means of
demand deposits in which case ku:Z. Yayla (1995), in addition to these assumptions on ku,
assumes that four-fifths of the unreported transactions are made in cash and the rest by
other means in which case k =4. Therefore, he reports eight different estimation results.
As a result, the estimates are sensitive not only to the choice of benchmark year but also
to the value of k. The value of k can be determined by the statistical surveys which have
not yet undertaken. Since the authors do not discuss which model is preferred we choose
to report averages of all methods. Also, we think that this makes it more obvious that the
currency ratio method can only provide rough approximations to the size of the shadow
economy.

In their currency demand approaches, Kasnakoglu (1993) and Yayla (1995) provide four
different selected models: log and semi-log models with different independent variables.
In their models, they use minimum tax rate (the years 1963 and 1968 which had the
minimum average tax rates as the base years in Kasnakoglu and Yayla, respectively) and
zero taxation assumptions. Their estimates differ to some extent depending on the models
and the assumptions on the tax variable based either on the difference between present
level of taxes and zero tax level or on the present level of taxes and the minimum tax level.
As a result, they report a large number of tables presenting the outcomes of each model
with no mentioning of the preferred one. Again, instead of reporting one among those we
choose to report averages of all results.

In tax auditing approach, Temel et al. (1994) estimate two sets of estimates of the shadow
economy. In the first, they take ‘unrecorded income’as the gap between taxes paid and
taxes to be paid. They divide taxes to be paid to audited tax liability and multiply this ratio
with the amount of tax receipts to find the evaded tax. They then multiply average tax
burden (the ratio of total taxes to gross domestic product) with the evaded tax to find the
unreported income. In other version, they take the ratio of the gap between taxes paid and
taxes to be paid to auditing rate to find income not taxed. This approach can only estimate
the audited taxpayers' compliance, and audits usually target semi-reported income. As a
result, income not reported at all or people active only in the shadow sector would not be
covered in this approach. The estimates from tax auditing reported by Temel et al. (1994)
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and Us (2004) indicate that the shadow part of economy is more than or as much as the
official part and it fluctuates a lot in time. Hence, we suspect that tax auditing targets those
leaving traces of unreported income behind and shows, to some extent, the efficiency
of tax inspection mechanisms in time rather than changes in the shadow economy.
Karanfil and Ozkaya (2007) follow a somewhat different road and estimate “true” GDP from
environmental variables (CO, emission and forest area) together with some economic
variables and using Kalman filter technique. They interpret the difference between these
true GDPs and official ones as unrecorded economy. Their estimates and MIMIC estimates
have similar trends after mid-1980s. However, contrary to MIMIC results, they estimate very
low shadow economy before liberalization. Table 1 reports the estimates from DYMIMIC
model, a version of MIMIC where the lags of the shadow economy are also included as
explanatory variable, results of which indicate that the shadow economy in Turkey is
growing but at a slower rate.

We can draw three general remarks from the table. First, the findings differ considerably
not only due to the methods employed but also due to the assumptions made by the
authors. For example, the findings of Kasnakoglu (1993) using currency ratio approach
vary between 3% and 8.96% of “official” GDP (average values over the period 1968-1990)
and her estimates using currency demand approach range from 4.2% to 13.4% of “official”
GDP (average values over the period 1963-1990) depending on the assumptions and
benchmark year chosen. The findings from Yayla (1995) vary between 5.6% and 14.7% in
currency ratio method and between 5.7% and 12.9% in currency demand method. The
average values of the estimates of the size of the shadow economy by Oglin¢ and Yiimaz
(2000) from currency ratio and currency demand approaches is 16% and 15%. The average
in Cetintas and Vergil (2003) using currency demand approach is 24.7%. We observe similar
variation in the average values from transactions and discrepancy methods. In transactions
method, average value over the entire period (1970-1992) in Temel et al. (1994) is 10.85%. It
is 32.89% in Yayla (1995). The averages in Temel et al. (1994) and Ogiin¢ and Yilmaz (2000)
are 2.25% and -1.18%. As discussed in Oglin¢ and Yilmaz (2000), the discrepancy method
is not a reliable one in estimating the size of shadow economy in the countries like Turkey
where a high tendency for saving instruments such as foreign exchange and gold exists.
But in any case, it is harder to comment on the differences in the findings that exist.

Second, Table 1 presents averages of the estimates over the period from 1988 and 1990.
These values are more comparable since they cover the same three-year period. Three-
year averages for some methods with different assumptions are the same. For example,
three-year averages from currency ratio approach of Kasnakoglu (1994) repeat 12.6%
and 20.4%. However, we still observe very high variations for the three-year averages
between methods for the most of cases. Production of the numbers with huge gaps can
be considered normal to some extent since the methods are likely to capture different
aspects of the shadow economy. However, very high variation among the averages of the
estimates of the same method by the same author(s) under different assumptions show
the estimates’ dependency to the assumptions which are poorly justified or sometimes
not justified at all.

Third, some methods produce zero or negative estimates of the shadow economy for
some years. As seen in Table 1, unreasonable estimates of zero or negative shadow

170



THE SHADOW ECONOMY

economy are produced by methods such as the currency ratio, discrepancy and physical
input approaches.

In sum, the picture presented in Table 1 clearly indicates that the methods in estimating
the size of shadow economy are still problematic. The estimations of the size and of the
development of the shadow economy “produce” quite different results. Even though
the idea that all economies have dual structure is well known and accepted fact those
seeing the importance of analyzing this phenomenon face the still unresolved estimation
problem right at the beginning.

The discussion above presents the difficulties but it does not mean the profession should
distance itself from the estimation of the shadow economy completely. First, the estimates
are better than guesstimates in most of the cases since they produce some estimates
that can be further analyzed. Second, even though the estimates are different in absolute
terms the trends are similar. Many studies presented in Table 1 agree that the size of the
shadow economy in Turkey grows and most of the time they agree on the rate of growth
of the shadow economy to some extent. As Dixon (1999) notes there are two aspects to
economy, the recorded and the unrecorded economy. Complete understanding of the
economy requires one to know both sides of the story. To him, as long as the published
GDP continue to fail to adjust for the shadow economy, estimating the size of the shadow
sector would continue to attract some attention from researchers.

Table 2: The Size of the Shadow Economy in Turkey (DYMIMIC Estimates)

Year 1999 2000 2001 2002 2003 2004 2005
Shadow

Economy (% of | 32.1 32.7 332 338 346 350 351
Official GDP)

Source: Schneider and Savasan (2007)

Table 2 presents the more up-to-date estimates. It predicts that the shadow economy
is growing but at a decreasing rate. This implies that economic stability and the reforms
undertaken during the accession period to European Union have helped reduce the rate
of growth of the shadow economy in Turkey. In what follows, some of the findings of this
study with respect to sectoral aspects of the shadow economy is presented.

THE SHADOW ECONOMY: THE FIRM AND THE PRA PERSONNEL
PERSPECTIVES

The Textile Sector in Turkey

The Turkish textile sector plays important roles in employment, production, and export.
The sector’s share in the registered employment is about 11%. When informal employment
is taken into account the sector’s share in employment goes up to 20% from 11% (Varol,
2005: 1-12). If these estimates have some value (considering the difficulties involved in
estimating) informal employment is somewhere around 50% of the total employment in
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the sector. The sector’s share in GDP has been more than 10% for a long time. According
to DPT, the Planning Institute of Turkey, textile sector has assumed a high share of the
total export in the country ranging from 25% in 1982 to 42% in 1997 (Report by the Textile
Commission, 2001: 12). Some other numbers also show the sector’s role in export: Turkey's
textile related export was about 7.5% of GDP in 2003 (IMF Country Report, No. 05/ 163,
May 2005: 35). Besides the labor-intensive technology in the sector, its ownership structure
(mostly family owned and operated), its size (mostly small and medium sized firms) one
more feature it possesses makes the sector in Turkey a good choice in studying shadow
economy: The value-added tax has been reduced to 8% from 18%.

To our knowledge, there are few studies dealing with the sectoral aspects of the shadow
economy, specifically with the shadow part in the textile sector. The study by Savasan and
Schneider (2006) aims to unveil the determinants of the decision to hire informally. High
informal employment in any sector is a result of many factors. In their study looking at the
firm side of the story they conclude that the skill structure of the employees, perceived
penalty scheme, and the size of the firms in the sector are important factors affecting the
firm’s decision to hire informally. Koban et al. (2006) compare shadow and official parts in
the retail sector in Turkey. They find that informal hiring is less among retailers in organized
malls when compared with traditional retailers and that high VAT (value-added tax) rates
encourage consumers not to ask for receipts and shop for lower prices as much as evaded
VAT tax. In its 2006 study, SAM Research and Consultancy finds that textile retailers engage
in more shadow economic activities when compared with some other retailers such as
general retail stores and food retailers. SAM's study calculates indices for different aspects
of the shadow economy such as undocumented sales, undocumented purchases, informal
hiring, and employees with underreported wages. Calculated indices indicate that the
retailers in the textile sector outweigh other retailers in all these aspects.

Sectoral Shadow Economies in Turkey: The Participants’ Perspectives

To link the findings above to the findings of this research project, in what follows, we
present firm and the PRA personnel perspectives on the shadow economy. Both the
taxpayers and the PRA personnel are asked about some aspects of the shadow economy
in Turkey. They are asked which sector they think has the highest shadow part. Hence, this
section does not present the estimates of the sectoral shadow economies; it just ranks the
sectors with respect to their shadow parts using information from the interviewees from
the firms and the PRA personnel. They are also asked to rank the likely causes giving rise to
shadow economy in Turkey and the ways to fight it.

The firms and the PRA personnel are asked to “identify first three sectors in which the
shadow partis big’, the results of which are displayed in Tables 3 and 4. Doctors and lawyers
are listed as the occupational group having the biggest shadow part. (Other) Service
sector (restaurants, hairdressers, entertainment sector, hotels etc.) is listed as the second
sector having the highest shadow part. These findings make sense because the service
sector produce intangible goods making it easier for the related sectors to exchange
them without any (right) documentation. Real estate, jewellery and construction are the
sectors ranked among the first five sectors having the highest shadow parts. It should be
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noted, however, that the participants are asked to rank the sectors in accordance with
their shadow parts. This is different from the sizes of the shadow parts and their share in
the whole economy. That is, if the sector’s share in the economy is very low the shadow
part would not mean much in the shadow economy in Turkey. The second and, for the
purpose of this research, more important issue to take note is that if those engaging in the
shadow economic activities such as doctors, attorneys and jewelers were high income
earners the taxpayers would resist taxation more and see the Revenue Administration as
ineffective or even discriminatory.

Table 3: The Sectors in Which the Shadow Parts are Big: The Firm Perspective

g : - : :
Identify three sector e o s 3 g 5 ‘
in which the shadow e 2 _ g ] 1 29 59
o Mot < - © © b3 c c c v c T I
partis big 85 i &8 3 Sg | 288 &¢
First 255 283 3.9 94 126 29 57
Second 14.6 9.0 9.9 16.4 136 6.7 7.6
Third 6.8 82 233 1.1 76 9.6 49
Total 46.9 455 37.0 369 338 19.3 183
100-Total 53.1 54.5 63.0 63.1 66.2 80.7 81.7
“|dentify three sector o - O 5 é ] &
in which the shadow S8 @ So| acs 238 2 S S -
art is big” Og 25 < g2 5a S = @5 c <
P 9 L3 | ez | =B | %2 = ERERE S
First 1.1 4.7 1.2 1.1 1.2 - 03
Second 6.7 4.7 3.1 19 13 9 -
Third 7.6 44 59 2.7 1.1 8 03
Total 154 138 10.2 56 36 1.7 0.5
100-Total 84.6 86.2 89.8 944 96.4 98.3 99.5

The readymade and textile manufacturing are listed by 18% and 14%s of the participants
as the seventh and the ninth sectors in which the shadow parts are high. However, this
result should be taken with some caution since they are derived from the interviews in the
textile sector. As noted above, even if they are ranked behind the textile sector’s share in
the economy calls for attention especially for informal hiring.

The PRA personnel are asked “to identify, to their professional experience, three sectors in
which the shadow parts are big” Their rankings of the first two are the same as the firms
rankings. Doctor-lawyer group and (other) service sector are ranked as the first two sectors
having big shadow parts. Real estate, jewellery and construction are also ranked in the
first five with changing order. One important difference between the PRA personnel and
the firms is on their rankings of the textile sector. Contrary to the firms putting textile
manufacturing behind as the ninth the PRA personnel rank it as the sixth sector in which
the shadow part is big.

i
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Table 4: The Sectors in Which the Shadow Parts are Big: The PRA Personnel Perspective

g ) ) . B IS =
|dentify thre(? se‘ct”or in which the I = % = é 9
shadow part is big < Y 2 o ko] v £ £
IS = = = 2 = S
8 & S & T | @z | &
First 244 251 16.2 9.6 84 6.9 2.8
Second 214 11.8 154 1.1 114 6.5 54
Third 9.7 9.5 12.7 233 10.1 5.6 6.3
Total 554 464 443 44.0 299 189 14.6
100-Total 44.6 53.6 557 56.0 70.1 81.1 854
C
i)
< S 8
“Identify three sector in which the = | £ = = Y 5
s (e s = O S £
shadow part is big o8 s S 3 £
2€| 82158 & | 2| § | .
c3| 9| 58| 38 | £ | & | 2
2O | B | €4 i = 2 o
First 8 8 12 4 1 5 9
Second 44 22 2.8 2.1 8 4 5
Third 52 4.7 31 32 1.3 6 9
Total 104 7.6 7.1 5.7 2.2 1.6 23
100-Total 89.6 924 929 94.3 97.8 984 97.7

The Causes of the Shadow Economy in Turkey

The firms are asked to rank three most important causes of the shadow economy in
Turkey. 54% of the firms list excessive tax burden as one of the first three causes. 38%
list economic crises and 30% list injustices in taxation as one of the first three causes of
the shadow economy. The survey has undertaken at the time during which the current
global economic crisis hit the economy hard. Thus, economic crises being the second
important cause would be due cyclical developments. The same applies for the finding
that the survival struggle as being one of the important causes of the shadow economy.
The firms list naive penalty scheme as the fifth cause of the shadow economy. The three
of the first five causes, according to the firms, are related to taxation related issues and
two are related to economic situation. The causes that can be analyzed under the heading
the attitude toward government and tax administration such as corruption, inadequate
auditing, bureaucracy are put relatively behind the list. This is good news for the Revenue
Administration. However, as noted above, the environment in which the survey was
undertaken calls for careful assessment of these results.
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Table 5: The Causes of the Shadow Economy in Turkey: The Firm Perspective

THE SHADOW ECONOMY

“What are the " o
0 (S & S

three most x -z B S = “ & £ 9
N © O & S o O
important factors ° O = S > c o 9 5 E

Ve 2 c Y c o & o N E=e
giving rise to the 25 S g6 o 8 o8 = B o
shadow economy g0 5 RS gg = 7S 235
in Turkey” % 3 & IS it Z 3§ S 3
First 24.9 18.6 53 57 9.1 12.8 27
Second 19.1 114 134 7.5 10.0 32 6.1
Third 10.2 8.0 114 16.3 56 33 9.8
Total 54.1 38.0 30.1 29.5 24.7 194 18.6
100-Total 459 62.0 69.9 705 753 80.6 814
"What are the .
three most = G S 5 3 =

%) > o = RS

important factors £ =5 8 238 Q% 2% »
giving rise to the %E 25 é g3 % o % § 9 _
shadow economy ks < 2 o £ G;J ©5 T e § g
in Turkey" £ 3 S E a o 3 3 £55 o
First 24 4.1 6.1 24 12 8 3
Second 6.1 59 3.1 4.7 39 1.5 3
Third 79 33 3.6 45 55 43 7
Total 164 134 12.8 11.6 106 6.6 12
100-Total 836 86.6 87.2 884 894 934 98.8

The PRA personnel put inadequate auditing, tax burden and naive penalty scheme at the
top of the list. All are related to taxation. However, the fact that at least half of the PRA
personnel interviewed are tax auditors and inspection officials might affect this outcome.
Interestingly, the PRA personnel see the complexity of tax regulations as the seventh
important cause while the firms see it as the eleventh important cause.
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Table 6: The Causes of the Shadow Economy in Turkey: The PRA personnel Perspective

“What are the "
three most ) ) 2 > o
i © ] % o RS = <
important factors S o s v s £% € d 8
iving ri = 25 2 £ B & S 5, ®
giving rise to the = g 3 ¢E g ER < :'jw & = E83
shadow economy 23 =3 8 gy 535 S 38 o & S% &
in Turkey”

First 13.7 19.8 13.6 6.2 9.2 8.7 2.8
Second 18.0 15.7 179 123 53 45 73
Third 12.6 7.6 9.6 14.2 56 6.1 82
Total 443 431 411 328 20.1 19.3 183
100-Total 55.7 56.9 589 67.2 79.9 80.7 81.7
“What are the _
three most B 5 o oL c s o o)

important factors o] S SYs | 2o QTG 89 =

o ) c % S oc © 83 v > E o o5 O

giving rise to the 2= u ® 48R 259 St 2 g a.g T
shadoweconomy | EE | 2 | B38| S5 | 5E3 | Bsk| B

in Turkey”

First 7.1 4.1 2.5 238 2.1 12 3.6
Second 22 4.7 2.7 2.7 22 5 3
Third 44 43 6.7 58 48 3.0 1.8
Total 13.7 13.1 11.9 114 9.1 47 57
100-Total 86.3 86.9 88.1 88.6 90.9 95.3 943

In sum, even though, there are some differences in the opinions of the firms and the PRA
personnel (might be due to the effects of the global economic crisis and occupational
sensitivities) there are some agreements in rankings of the causes of the shadow economy.
Among them are excessive tax burden, naive penalty scheme and injustice in taxation.

TAX ETHICS

Whether tax evasion is found to be understandable is taken as a measure of tax ethics. If
the society mostly finds tax evading activities understandable and/or socially acceptable
then tax evasion becomes easier to undertake. Using Likert scale the firms and the PRA
personnel asked whether “they find tax evasion understandable when they evaluate the
Turkish Tax System and government activities. A five-point scale from “definitely agree”
to "definitely disagree” measures the respondent’s participation to the statement “when |
take tax system and public expenditures together | find tax evasion understandable” The
interviewee stating that he or she “definitely disagrees” is more intolerant to tax evasion
than one stating that he or she “disagrees”. However, we do not know what the distance
between the two is. That is, we cannot measure absolute gap between the two and state it
with a unit of measurement. Thus, the Likert scaling provides ordinal level data. These data
compiled via surveys on the firms and the PRA personnel will be analyzed using frequency
graphs/tables, cross-tables, and Spearman rank correlations.

176



THE SHADOW ECONOMY

The Attitudes of the Firms and the PRA Personnel toward Tax Evasion

The frequencies of the interviewees from the firms finding tax evasion understandable are
displayed in Graph 14. More than half of the participants form the firms find tax evasion
understandable when they evaluate the tax system and government spending together.
Those against tax evasion is only about 37%.

Definitely
Disagree
15,58%

Disagree
21,00%

Graph 14: The Firms’ View on Tax Evasion

Graph 15 presents the frequencies for the PRA personnel. About 44% of the PRA personnel
find tax evasion understandable to some extent. This is a little lower than the frequency for
the firms but it indicates that the Turkish society, including those responsible for the tax
regime, do not always object to tax evading activities.
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Definitely \\\
Agree
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Graph 15: The PRA personnel’s View on Tax Evasion

The taxpayers and the PRA personnel are in quite an agreement. This affects the auditors’
aspiration negatively. Moreover, those who get caught will not feel much pressure.
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The Attitudes of the Firms and the PRA Personnel toward Informal Hiring

Informal hiring as a form of the shadow economic activities are known to be high in Turkey,
and specifically, in the textile sector. The firms and the PRA personnel are asked whether
they find informal hiring understandable when they take the burden on employment
and competitive environment together. About 56% of the firms find it understandable to
some degree. This percentage is higher than those who find tax evasion understandable
and it implies that the textile sector’s labor-intensive technology creates more reaction to
the burden on employment.

Definitely

Disagree
13,34%

Definitely \
Agree
16,50%

Graph 16: The Firms’ View on Informal Hiring

The percentage of the PRA personnel finding informal hiring understandable is close to
the percentage of the firms finding it understandable. When compared the gap between
the firms and the PRA personnel for tax evasion (about 7%), the gap between the two
groups of interviewees is very small (only 2%). This could be due to the fact that the PRA
personnel are more sensitive to tax evasion.

Agree
37.87%

Disagree
25,47%

Graph 17: The PRA personnel’s View on Informal Hiring
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In sum, we can conclude that both tax evasion and informal hiring are common in Turkey
and those who engage in such activities will not receive much negative reaction from the
society Including public officials).

Comparison between Tax Evasion and Informal Hiring

To see whether the firms and the PRA personnel distinguish between the two unlawful
activities they are asked to reveal their agreement level with the statement “informal hiring
is more immoral than evading taxes” We can expect that the direct effects of informal
employment on uninsured workers and their families make people consider it more
immoral. The effects of tax evasion could be heavier or not but are more anonymous
or collective. 55% of the firms and 49% of the PRA personnel find informal hiring more
immoral. This again indicates that the PRA personnel’s stance against tax evasion is
relatively more severe.

Table 7: Comparison of the Attitudes toward Informal Hiring and Tax Evasion (with Tax Evasion)

“Informal hiring is more immoral than evading taxes” Total
The Firms i f
BEiEy Agree Neutral Disagree Dgﬁmtely
Agree Disagree
gge:‘er;'te‘y 24.8% 36.9% 19.1% 15.3% 3.8% 100.0%
Finding tax Agree 11.0% 42.5% 17.4% 26.0% 3.2% 100.0%
evasion Neutral 14.5% 23.7% 224% 30.3% 9.2% 100.0%
R L [ — 7.3% 42.4% 20.5% 24.5% 5.3% 100.0%
Bfg;‘gr‘g‘:y 43.8% 24.1% 10.7% 12.5% 8.9% 100.0%
Total 18.7% 36.4% 17.9% 21.7% 5.3% 100.0%
Spearman Rank Correlation Coefficient: -0.006 (std. Error: 0.04). Not significant
“Informal hiring is more immoral than evading taxes” Total
The PRA Personnel Definitely ) Definitely
Agree Neutral Disagree )
Agree Disagree
Definitely
Pajies 31.2% 23.9% 5.5% 19.3% 20.2% 100.0%
Agree 15.2% 41.9% 13.4% 21.7% 7.8% 100.0%
E'ng:?t?rfjavs‘se'on Neutral 104% 33.8% 28.6% 18.2% 9.1% 100.0%
Disagree 7.4% 36.6% 16.3% 27.2% 12.4% 100.0%
BEQ;‘;Z'V 15.3% 263% 11.0% 28.0% 195% | 100.0%
Total 14.9% 34.3% 14.2% 23.5% 13.0% 100.0%

Spearman Rank Correlation Coefficient: 0.131 (std. Error: 0.04). Significance Level: 1%

The percentage of the PRA personnel not in agreement with the statement is 10% higher
than that of the firms. 62% of those finding tax evasion understandable find informal hiring
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more immoral. The percentage for the PRA personnel finding tax evasion understandable
is about 55%. These numbers suggest that the firms are more sensitive to informal hiring
as it affects their employees and the families of the employees more directly.

The cross-table between the variable measuring the difference between observed tax
evasion and informal hiring and the variable measuring the attitude toward informal hiring
is formed. As seen in Table 8, 57% of the firms finding informal hiring understandable find
informal hiring more immoral than tax evasion. The percentage goes up by 2% in the PRA
personnel. Spearman rank correlation coefficient is found to be negative but insignificant
in the firms and positive and significant at 1% level in the PRA personnel.

Table 8: Comparison of the Attitudes toward Informal Hiring and Tax Evasion (with the Attitude
toward Informal Hiring)

“Informal hiring is more immoral than evading taxes” Total
The Firms i Al
REliiE) Agree Neutral Disagree Dgﬂmtely
Agree Disagree
Definitely
Agree 33.9% 22.9% 22.0% 16.9% 4.2% 100.0%
Agree 8.8% 47.3% 16.3% 233% 4.2% 100.0%
E';ﬁgi;ggg: dabje | Neutral 158% | 333% | 211% | 263% | 35% 100.0%
Disagree 11.0% 36.0% 20.7% 26.2% 6.1% 100.0%
gzgrg“:ee;y 448% | 240% | 115% | 104% | 94% 100.0%
Total 18.8% 36.5% 18.0% 21.4% 5.3% 100.0%
Spearman Rank Correlation Coefficient: -0.009 (std. Error: 0.041). Not significant
“Informal hiring is more immoral than evading taxes” Total
fhe P personne Dzl Agree Neutral Disagree Dzl
Agree 9 9 Disagree
ggerf;znew 30.7% 281% | 53% 184% | 17.5% 100.0%
el Agree 12.5% 38.6% 16.4% 23.6% 8.9% 100.0%
informal hiring Neutral 16.9% 31.2% 28.6% 18.2% 5.2% 100.0%
U OBEluEl s Disagree | 7.1% 399% | 109% | 262% | 158% 100.0%
Biesg'g”r'et:'y 18.7% 187% | 133% | 267% | 22.7% 100.0%
Total 15.1% 34.4% 14.3% 23.2% 13.0% 100.0%

Spearman Rank Correlation Coefficient: 0.124 (std. Error: 0.04). Significance Level: 1%

The attitude toward tax can be measured by asking people to compare paying taxes with
some other activities whose results are more direct and observed directly by taxpayers
such as helping the poor, constructing mosques and water fountains or supporting soup
kitchens for the poor. The perception of the interviewees on government expenditures
affects the answers. If the taxpayers believe that government spendings are inefficient and
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wasteful or directed to the areas not deemed necessary then they would prefer spending
on some charities over paying taxes. One fourth of the interviewees believe that some
charities are better than paying taxes. The percentage is much lower in relation to PRA
personnel. Only about 7% of the PRA personnel find some charities preferable over paying
taxes. It seems like those firms finding tax evasion understandable share the idea that
charities are preferable over taxes considerably. 42% of those finding tax evading activities
understandable think charities are preferable. It is interesting that about 28% of those
firms intolerant to tax evasion find spending on charities preferable over paying taxes.
Spearman rank correlation coefficient is found to be positive and significant at 1% level.

Table 9: Comparison of Paying Taxes and Spending on Some Chatrities

“| think helping the poor. constructing mosques and water
fountains or supporting soup kitchen for the poor are

The Firms preferable over paying taxes” Total
ggrﬁergtely Agree Neutral Disagree Bizglrteeely
ggfer!te'y 17.9% 244% | 186% | 212% | 17.9% 100.0%
Agree 10.0% 176% | 163% | 443% | 118% 100.0%
Al e eresion [y [ 237% | 118% | 421% | 184% 100.0%
understandable
Disagree | 2.0% 9.9% 119% | 536% | 225% 100.0%
Bigg‘:;e'y 8.0% 2.7% 107% | 223% | 563% 100.0%
Total 9.1% 158% | 145% | 376% | 23.0% 100.0%

Spearman Rank Correlation Coefficient: 0.331 (std. Error: 0.037). Significance Level: 1%

“| think helping the poor. constructing mosques and water
fountains or supporting soup kitchen for the poor are

The PRA Personnel preferable over paying taxes” Total
Definitely ) Definitely
Agree Agree Neutral | Disagree Disagree
gsrﬁe”e‘te'y 7.4% 5.6% 4.6% 222% | 60.2% 100.0%
Agree 5.1% 47% 6.1% 369% | 47.2% 100.0%
E':Sé?sgt;izggf:o” Neutral 13% 5.1% 7.6% 354% | 506% 100.0%
Disagree | 1.0% 2.9% 3.4% 457% | 47.1% 100.0%
Bi’;g‘:;'y 1.7% 17% 41% 322% | 603% 100.0%
Total 3.3% 3.8% 49% 363% | 51.6% 100.0%

Spearman Rank Correlation Coefficient: 0.047 (std. Error: 0.037). Not significant

Similarly, the firms and the PRA personnel asked whether “creation of more employment
opportunities are preferable over paying taxes”. To about 62% of the firms creation of more
employment is more preferable. It goes up to 72% among those who find the tax evasion
understandable. This rate is found to be 42% for the comparison between charity and tax
ethics. This could be because the firms value direct economic effect of extra employment

181



more than indirect effect of charities. About 27% of the PRA personnel in the PRA believe
creation of more employment is preferable. The fact that the percentage for the PRA
personnel is much lower than that for the PRA personnel would affect the PRA personnel’s
performance positively. Nevertheless, it is interesting enough that at least one fourth of
the PRA personnel prefer creation of employment over paying taxes. About 36% of those
PRA personnel finding tax evasion “definitely” understandable believe in the importance
of creation of more employment, not in paying taxes. Spearman correlation coefficients,
although not high, are found to be significant at the conventional levels.

Table 10: Comparison of Paying Taxes and Employment Creating Activities

“Creation of more employment opportunities is more
preferable over paying taxes”
The Firms p— P Total
Definitely : Definitely
R Agree Neutral | Disagree Disagree
Definitely | 40406 | 228% | 165% | 7.6% 38% | 1000%
Agree
Agree 21.3% 44.8% 12.2% 18.1% 3.6% 100.0%
Finding tax evasion (¢ 158% | 316% | 316% | 158% 53% | 1000%
understandable
Disagree 9.9% 38.4% 13.9% 33.8% 4.0% 100.0%
Definitely |5 5o, 196% | 107% | 15.2% 89% | 100.0%
Disagree
Total 28.3% 33.3% 15.3% 18.4% 4.7% 100.0%

Spearman Rank Correlation Coefficient: 0.152 (std. Error: 0.04). Significance Level: 1%

“Creation of more employment opportunities is more
preferable over paying taxes”
The PRA Personnel P— P— Total
Definitely ' Definitely
Sz Agree Neutral | Disagree -
Definitely | ;9 39, 165% | 73% | 27.5% 294% | 100.0%
Agree
Agree 8.8% 21.4% 16.3% 42.3% 11.2% 100.0%
Finding tax evasion |\, 6.4% 269% | 179% | 244% 244% | 100.0%
understandable
Disagree 4.3% 18.3% 15.9% 45.7% 15.9% 100.0%
DISim =1 5.0% 11.7% | 100% | 333% | 400% | 1000%
Disagree
Total 8.2% 18.8% 14.0% 37.7% 21.4% 100.0%

Spearman Rank Correlation Coefficient: 0.15 (std. error: 0.039). Significance Level: 1%

The relationship between “finding informal hiring understandable” and “preferring
employment creation over paying taxes” can be analyzed using Table 11 below. 48%
of those finding informal hiring “definitely understandable” and 21% of those finding it
"understandable” believe that creation of employment is preferred over paying taxes. That
is more than two third of those finding informal hiring understandable to some extent
find creation of employment preferable. This is less than 40% for the PRA personnel. We
can speculate that for those believing the importance of creation of employment hiring
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formally or informally is a secondary issue. Spearman rank correlation coefficient found to
be positive and significant at the conventional levels.

Table 11: Comparison of Informal Hiring and Employment Creating Activities

“Creation of more employment opportunities is more
preferable over paying taxes”
The Firms Pa— — Total
Definitely . Definitely
[ Agree Neutral | Disagree e
Definitely | 4750, | 21206 | 212% | 59% 42% | 1000%
Agree
Agree 25.6% 43.9% 10.9% 16.8% 2.8% 100.0%
Finding informal Neutral 193% | 368% | 193% | 228% 18% | 1000%
hiring understandable
Disagree 11.0% 30.5% 19.5% 32.9% 6.1% 100.0%
Definitely |\ 1e0 | 198% | 125% | 125% | 104% | 1000%
Disagree
Total 27.9% 333% 15.4% 18.6% 4.7% 100.0%

Spearman Rank Correlation Coefficient: 0.164 (std. Error: 0.039). Significance Level: 1%

“Creation of more employment opportunities is more
preferable over paying taxes”
The PRA Personnel P—— p— Total
Definitely . Definitely
. Agree Neutral | Disagree Bl
Definitely | 15000 | 2219 | 97% | 283% | 230% | 1000%
Agree
- Agree 4.3% 22.2% 13.3% 43.7% 16.5% 100.0%
Finding
informal hiring Neutral 10.5% 13.2% 23.7% 34.2% 18.4% 100.0%
CIEEREleES Disagree 5.3% 176% | 182% | 374% 214% | 100.0%
Definitely | 1540 | 128% | 51% | 308% | 359% | 100.0%
Disagree
Total 8.3% 19.1% 14.2% 37.4% 21.0% 100.0%

Spearman Rank Correlation Coefficient: 0.081 (std. Error: 0.04). Significance Level: 5%

The Factors Affecting Tax Ethics and Tax Evasion

There are a number of factors affecting the tax ethics of the taxpayers. This section deals
with the relationships between these factors and the tax ethics.

Prevalence of Tax Evasion

Table 12 presents the findings between tax ethics and the prevalence of tax evasion.
About 55% of the participants from the firms agrees to some extent with the statement
that”l know no one around me who never evades taxes” Those who do not agree with the
statement constitute less than one third of the participants. This implies that tax evasion
is very common in Turkey. Spearman-ran correlation coefficient is 0.45 and significant at
1% level. About 60% of the PRA personnel believes that everybody evades taxes, a little
more than the percentage for the firms. Again, the correlation coefficient is positive and
significant at 1% level. That is, tax ethics and the prevalence of tax evasion are correlated.
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Table 12: Prevalence of Tax Evasion and Tax Ethics

“I know no one around me who never evades taxes”

fhefims DRI Agree Neutral | Disagree BSiES.y o
Agree 9 9 Disagree
Definitely | 3760 | a78% | 45% 7.0% 32% | 1000%
Agree
Agree 9.5% 50.2% 15.4% 20.8% 4.1% 100.0%

Finding tax evasion

Neutral 21.1% 23.7% 197% | 276% 7.9% 100.0%
understandable
Disagree 7.4% 34.2% 215% | 282% 8.7% 100.0%
brsiinicely 6.3% 5.4% 27.7% | 223% 384% | 100.0%
Disagree
Total 15.9% 36.5% 166% | 203% 106% | 1000%

Spearman Rank Correlation Coefficient: 0.459 (std. Error: 0.032). Significance Level: 1%

“Everybody evades taxes”

The PRA Personnel ) ) Total
Definitely ’ Definitely
Agree Neutral | Disagree .
Agree Disagree
Definitely | 4500 | 108% | 18% | 135% 198% | 100.0%
Agree
Agree 22.5% 40.8% 6.4% 25.2% 5.0% 100.0%
Al i SE o) Neutral 175% | 500% | 88% | 188% 50% | 100.0%
understandable
Disagree 16.7% 36.2% 7.6% 27.1% 12.4% 100.0%
Definitely | 5406 | 223% | 83% | 207% 223% | 100.0%
Disagree
Total 24.3% 34.3% 6.6% 22.6% 12.2% 100.0%

Spearman Rank Correlation Coefficient: 0.136 (std. Error: 0.04). Significance Level: 1%

(Perceived) Detection Possibility

About 36% of the firms believe that detection possibility is very high. This percentage
goes down to 21% in the PRA personnel. What is important, however, is the detection
possibility as perceived by the taxpayers.
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Table 13: Tax Ethics and Perceived Detection Possibility

‘| think people who evade would most likely get caught”
The Firms Definitely ) Definitely !
Agree Neutral | Disagree .
Agree Disagree
Definitely o o o o o o
Agree 7.1% 36.5% 17.3% 29.5% 9.6% 100.0%
Agree 1.8% 36.2% 14.9% 36.7% 10.4% 100.0%
E':j'err‘?tasgzbivas'on Neutral 7.9% 210% | 237% | 408% 6.6% 100.0%
Disagree 6.0% 28.5% 14.6% 41.7% 9.3% 100.0%
Biesg';‘;:'y 17.0% 125% | 116% | 250% 339% | 100.0%
Total 6.8% 29.3% 15.8% 34.8% 13.3% 100.0%
“| think people who evade would most likely get caught”
The PRA personnel e _ Definitely Total
Agree Neutral | Disagree .
Agree Disagree
Definitely
Agree 7.3% 15.5% 8.2% 35.5% 33.6% 100.0%
Agree 3.2% 13.3% 7.8% 56.0% 19.7% 100.0%
E':g;?fta;g:blgvas‘on Neutral 7.6% 190% | 89% | 519% | 127% | 1000%
Disagree 5.3% 15.9% 9.1% 54.8% 14.9% 100.0%
gi;‘;‘gi'y 33% 25% | 67% | 458% 217% | 100.0%
Total 4.9% 16.5% 8.2% 50.5% 20.0% 100.0%

The fact that the PRA personnel perceive the detection possibility lower than the firms
bears different explanations. On one hand, it could be related to occupational care. On
the other, the PRA personnel’s belief that the reasons such as inadequate inspection
officials and lack of political will might make them think that their hands are tied to fight
tax evasion.

Deterrence of the Penalty Scheme

About 47% of the firms do not believe that “tax penalties are powerful enough to deter
tax cheaters”. The percentage of those who believe the penalty scheme deter tax evaders
is 10% lower.
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Graph 18: Deterrence of the Penalty Scheme: The Firm Perspective

As in the detection possibility, the percentage of those PRA personnel believing the
penalty scheme is deterrent is quite low. Only about 18% believe that "tax penalties are
powerful enough to deter tax cheaters'’.

Definitely Agree

Neutral 4,27%

8,27%

Definitely Disagree
28,93%

Disagree
44,4%

Graph 19: Deterrence of the Penalty Scheme: The PRA Personnel Perspective

The Society’s Reactions to Tax Evasion

To get the society’s reactions to tax evasion, the firms are asked whether they ‘condemn
those who evade taxes” and the PRA personnel are asked whether they think “the
society condemns those who evade taxes”. Although the percentage of the firms stating
“definitely agree”is lower than that stating “agree’, overall, about 74% of the firms state that
they condemn tax evaders. Of those who do not find tax evasion understandable 85%
condemn tax evaders compared with 62% of those finding tax evasion understandable.
The PRA personnel do not think the society reacts to tax evaders. Only about 16% of the
PRA personnel think the society condemns tax evaders.
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Table 14: Tax Ethics and Society’s Reactions to Tax Evaders

“| condemn those who evade taxes”
The Firms Al . Total
L= Agree Neutral | Disagree Dgﬁmtely
Agree Disagree
Definitely
Agree 42.4% 20.9% 12.0% 16.5% 8.2% 100.0%
Agree 15.1% 57.5% 16.0% 9.6% 1.8% 100.0%
Finding tax evasion ['yo ol | 3479 333% | 160% | 93% 6.7% 100.0%
understandable
Disagree 25.7% 54.1% 6.1% 8.8% 54% 100.0%
gi_g’;‘;g'y 73.2% 125% | 36% 5.4% 5.4% 100.0%
Total 34.6% 39.0% 11.1% 10.3% 5.1% 100.0%
Spearman Rank Correlation Coefficient: -0.185 (std. Error: 0.041). Significance Level: 1%
“The society condemns those who evade taxes”
The PRA Personnel R _ e Total
Agree Neutral | Disagree .
Agree Disagree
/i)srfe'zne'y 8.5% 9.4% 6.6% 236% | 51.9% 100.0%
Agree 3.3% 8.6% 5.7% 49.8% 32.5% 100.0%
E':Sgga;g:b‘eevas'on Neutral | 6.4% 7.7% 5.1% 500% | 30.8% 100.0%
Disagree 5.9% 12.8% 5.9% 38.9% 36.5% 100.0%
BZ;‘;‘S'V 7.9% 114% | 7.9% 377% | 35.1% 100.0%
Total 5.9% 10.3% 6.2% 40.8% 36.8% 100.0%

Spearman Rank Correlation Coefficient: -0.068 (std. Error: 0.039). Significance Level: 10%

Taxes as a Price for the Government Services

Thefirmsare asked whetherthey think“the benefitsthey getfrom governmentexpenditures
and taxes they pay can be considered as fair trade” About 32% of the interviewees from
the firms consider “taxes and government services as a fair trade”. Those stating that they
are neutral to the statement constitute quite a high percentage. About one fourth of the
interviewees from the firms are undecided. About 43% of the PRA personnel consider the
benefits from government services taxpayers receive are equivalent enough for taxes they

pay.
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Table 15: Tax Ethics and the Satisfaction of Taxpayers from Government Services

“When | consider the taxes | pay as a price for the services
| get from government such as infrastructure, education,

The Firms and defense | can say this is a fair trade” Total
Definitely ) Definitely
e Agree Neutral | Disagree -
Definitely | 59, 154% | 320% | 186% | 237% | 1000%
Agree
Agree 6.4% 28.6% 20.9% 34.1% 10.0% 100.0%
Finding tax evasion ['\o \ira) 5.3% 145% | 303% | 197% | 303% | 100.0%
understandable
Disagree 12.6% 30.5% 17.9% 32.5% 6.6% 100.0%
Definitely | ;g gy 108% | 243% | 8.1% 369% | 100.0%
Disagree
Total 10.5% 21.8% 24.2% 24.8% 18.6% 100.0%
Spearman Rank Correlation Coefficient: -0.024 (std. error: 0.04). Not significant
“When we consider the taxes paid as a price for the
government services such as infrastructure, education,
The PRA Personnel and defense we can say this is a fair trade” Total
Definitely ) Definitely
T Agree Neutral | Disagree D
Definitely
Agree 14.8% 25.0% 12.0% 18.5% 29.6% 100.0%
Agree 8.2% 36.1% 16.3% 31.7% 7.7% 100.0%
Finding tax evasion ' o) 127% | 304% | 215% | 17.7% 17.7% | 100.0%
understandable
Disagree 4.3% 39.1% 15.9% 353% 5.3% 100.0%
Definitely | 1490 | 30796 | 208% | 219% 96% | 100.0%
Disagree
Total 9.6% 33.8% 17.2% 27.7% 11.7% 100.0%

Spearman Rank Correlation Coefficient: -0.07 (std. error: 0.039). Significance Level: 10%

Efficiency of Government Spendings

The PRA personnel are asked whether they think “the tax monies are spent efficiently” The
conviction of the PRA personnel on the efficiency of government spendings affects their
performance on the job. Only 12% of them think tax monies are spent efficiently. This is
much lower than those thinking the government services are good offsets for the taxes.
There is some contradiction unless this can be interpreted as the PRA personnel believe
that tax evasion is high and government services create benefits to the taxpayers good
enough for the taxes paid.
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Table 16: Tax Ethics and Efficiency in Government Spendings

“| believe that tax monies are spent efficiently by the
government”
The PRA personnel P— P Total
Definitely ) Definitely
i Agree Neutral | Disagree e
Definitely | g 05 3.7% 47% | 262% | 57.0% | 100.0%
Agree
Agree 3.7% 7.9% 15.0% 523% 21.0% 100.0%
Finding tax evasion |\, ) 2.5% 1019% | 253% | 456% 165% | 100.0%
understandable
Disagree 1.5% 9.2% 23.8% 46.6% 18.9% 100.0%
Definitely |, 92% | 250% | 350% 267% | 100.0%
Disagree
Total 3.7% 8.1% 18.7% 43.3% 26.2% 100.0%
Spearman Rank Correlation Coefficient: -0.162 (std. error: 0.039). Significance Level: 1%

Complexity of the Tax System

About 74% of the participants from the firms agree with the statement that “tax regulations
are too complex” Interestingly, the percentage of the PRA personnel believing the tax
regulations are too complex is equally high. 83% of the PRA personnel agrees with the
statement to some extent. This could be the result of the facts that the firms get help from
professional accountants and that they may not know the details of the tax regulations.
Moreover, we can speculate that the PRA personnel have unveiled agreement levels with
the taxpayers'perspective on their mind. In any case, it is clear that there is some consensus
about the complexity of the Turkish tax system. The Spearman rank correlation coefficients
are significant at 1% level both in the firms and the PRA personnel.

Table 17: Tax Ethics and the Complexity of the Tax System

“Tax regulations are too complex”
fhefims DAl Agree Neutral | Disagree DSy o
Agree 9 9 Disagree
Definitely
48.4% 38.9% 8.9% 3.2% 6% 100.0%
Agree
Agree 25.8% 48.9% 17.2% 6.8% 1.4% 100.0%
Finding tax evasion |z ) 211% | 500% | 158% | 105% 26% | 1000%
understandable
Disagree 23.2% 45.7% 23.8% 6.6% 7% 100.0%
Definitely | 30100 | 205% | 232% | 13.4% 36% | 1000%
Disagree
Total 30.4% 43.1% 17.6% 7.4% 1.5% 100.0%
Spearman Rank Correlation Coefficient: 0.198 (std. error: 0.038). Significance Level: 1%
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“Tax regulations are too complex”

The PRA personnel Definitely ) Definitely L]
Agree Neutral | Disagree )
Agree Disagree
/'i;fe'g'te'y 59.1% 309% | 1.8% 5.5% 2.7% 100.0%
Agree 34.3% 505% | 42% 3.7% 7.4% 100.0%
E'Qgé?ga;j:blgvas'on Neutral 26.6% 505% | 5.1% 6.3% 2.5% 100.0%
Disagree | 264% 510% | 48% 130% | 48% 100.0%
Biesg';'et:'y 34.7% 441% | 5.9% 8.5% 6.8% 100.0%
Total 35.0% 476% | 44% 7.7% 5.3% 100.0%

Spearman Rank Correlation Coefficient: 0.158 (std. error: 0.038). Significance Level: 1%

The Clearness of the Tax System

The PRA personnel are asked to reveal their agreement level with the statement that “the
tax regulations are clear and comprehensible not to give opportunities for discriminatory
behavior” About one fourth of the PRA personnel are in agreement with this statement
to some extent. Whereas, 61% of them disagree with the statement. This implies that the
taxpayers would have troubles in their tax matters due to unclear regulations and that the
PRA personnel with tendency to engage in discriminatory behaviors would find it easier.

Definitely Agree
4,3%

Disagree

39,25%

Definitely
Disagree
- 2218%

Graph 20: The Clearness of the Tax System: The PRA Personnel Perspective

This implies that the taxpayers would have troubles in their tax matters due to unclear
regulations and that the PRA personnel with tendency to engage in discriminatory
behaviors could find it easier.

Perceived Tax Burden

We observe that the PRA personnel and the firms are in agreement that “the tax burden is
too heavy” About 90% of the firms and 71% of the PRA personnel agree with the statement.
These percentages imply that the perception that the tax burden is too heavy is shared

190



THE SHADOW ECONOMY

considerably by the firms and the PRA personnel. As expected the agreement levels
of those finding tax evasion understandable are in greater agreement with statement.
Spearman correlation coefficients are positive as expected and significant at 1% level.

Table 18: Tax Ethics and Perceived Tax Burden

“The tax burden is too heavy”
The Firms i i Total
R Agree Neutral | Disagree Dgﬁnltely
Agree Disagree
Definitely | gg 50, 376% | 25% 6% 6% 100.0%
Agree
Agree 36.8% 54.1% 5.9% 2.3% 9% 100.0%
hindling) tex evasion Iy e ral 434% | 408% | 53% 6.6% 3.9% 100.0%
understandable
Disagree 26.7% 56.7% 7.3% 6.0% 3.3% 100.0%
Definitely | o5 19, 241% | 98% 54% 3.6% 100.0%
Disagree
Total 43.4% 44.9% 6.0% 3.6% 2.1% 100.0%
Spearman Rank Correlation Coefficient: 0.118 (std. error: 0.038). Significance Level: 1%
"The tax burden is too heavy”
The PRA Personnel By ' Definitely Total
Agree Neutral | Disagree :
Agree Disagree
Definitely
43.1% 36.7% 3.7% 12.8% 3.7% 100.0%
Agree
Agree 22.1% 56.7% 4.6% 13.8% 2.8% 100.0%
Finding tax evasion o, o) 165% | 506% | 228% | 10.1% 100.0%
understandable
Disagree 11.6% 58.5% 10.6% 15.9% 34% 100.0%
Definitely | ¢ 05 412% | 151% | 21.0% 59% | 100.0%
Disagree
Total 20.8% 51.0% 9.8% 15.0% 3.3% 100.0%

Spearman Rank Correlation Coefficient: 0.206 (std. error: 0.038). Significance Level: 1%

A similar question is searched the PRA personnel’s and the firms’ views on the burden
on employment. About 87% of the firms and 76% of the PRA personnel agree with the
statement that “the burden on employment is too high” These percentages are a little
bit different from the percentages for the heaviness of the tax burden. Nevertheless, the
view that the burden on employment is too high is shared considerably by the firms and
the PRA personnel. The percentages are even higher, as expected, among those who find
informal hiring understandable. Again, the calculated correlation coefficients are positive
as expected and significant at 1% level.
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Table 19: The Attitude toward Informal Hiring and the Perceived Burden on Employment

“The burden on employment is too high”
fhefims DS Agree Neutral | Disagree DN o
Agree 9 9 Disagree
Definitely | 55 g9, 364% | 42% 3.4% 100.0%
Agree
Agree 33.1% 59.9% 49% 18% 4% 100.0%
e g U Ol Wit |y i 35.1% 421% | 193% 18% 18% 100.0%
understandable
Disagree 23.5% 531% | 142% 5.6% 3.7% 100.0%
Definitely | ¢ 505 24.2% 7.4% 8.4% 100.0%
Disagree
Total 38.4% 483% 8.4% 3.8% 1.1% 100.0%

Spearman Rank Correlation Coefficient: 0.10 (std. error: 0.04). Significance Level: 1%

“The burden on employment is too high”

The PRA Personnel ) , Total
Pl Agree Neutral | Disagree RS
Agree 9 9 Disagree
Definitely
i 38.9% 43.4% 6.2% 8.0% 3.5% 100.0%
Agree 18.9% 66.4% 7.5% 4.6% 2.5% 100.0%
E'ngft;”rg;”;@h'r'”g Neutral 6.5% 623% | 221% | 7.8% 13% 100.0%
Disagree 12.4% 53.2% 14.5% 19.4% 5% 100.0%
Big‘g”rgs‘y 21% | 416% | 156% | 13.0% 7.8% 100.0%
Total 19.4% 56.5% 11.5% 10.1% 2.6% 100.0%

Spearman Rank Correlation Coefficient: 0.219 (std. error: 0.039). Significance Level: 1%
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The Loopholes in the Tax System

“Is it very easy to reduce tax liability by utilizing tax loopholes?” 46% of the firms believe
it is. As seen in Graph 21, more than one third of the firms are undecided about the
statement.

Definitely Disagree
Definitely 4,15%
Agree
12,03% Nl

Agree
34,02%

Neutral
37,07%

Graph 21: The Loopholes in the Tax System: The Firm Perspective

As seen in Graph 22, 61% of the PRA personnel agree with the statement that “it is very
easy to reduce tax liability by utilizing tax loopholes” The percentage here is higher that
for the firms implying that the PRA personnel are more aware of the loopholes in the
system.
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Graph 22: The Loopholes in Tax System: The PRA Personnel Perspective

It is observed that 37% of the firms are neutral to the statement and 46% (15% lower than
the percentage for the PRA personnel) agree with it. This suggest that either the firms are
less aware of the loopholes as they have professional accountants to take care of their tax
matters or they do not look for extra ways to reduce tax liability as underreporting does
reduce it. In any case, we can speculate that tax loss is not low.
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THE EVALUATIONS OF THE TEXTILE SECTOR AND WORKPLACE
CONDITIONS IN THE REVENUE ADMINISTRATION

The firms and the PRA personnel interviewed are asked about their evaluations of
respective environments of their sector and workplace to pinpoint the most important
issues/ troubles they encounter.

The Firms’ Evaluations of the Textile Sector

Tax burden is listed as one of the first three issues the sector faces by more then 52% of
the participants. Fluctuation in the demand to the sector products is seen as the second
important issue the sector faces. 32% of the people see it as the first issue. This shows
that the ups and downs in the demand by far have been considered the most important
issue the sector faces. This outcome is not a surprise considering the fact that the sector
has been hit hard by the global economic crisis. Inadequate market, the burden on the
employment in the sector, and imitated products are listed as other important issues the
sector faces. During the interview many firms stating low demand as one of the main
issues also complained from high production costs. 30 of them listed high energy costs as
inimportantissue. During the interview in Denizli, we noticed that the electricity supply to
two firms had been halted. Congestion in cash flow (listed by 24 firms), delays in payments
and checks not backed (listed by 20 firms), the issue of not having a trade mark (listed by
15 firms), and uncertainty and economic crisis (listed by 13 firms) are other issues the firms
draw attention to. High interest rates on loans, unbalanced competitive environment
brought about by regional incentives, and “the (commerce and industry) chambers do
not achieve anything”are other important issues raised during the interviews.

Table 20: The Most Important Issues in the Textile Sector in Turkey

wes | | Ex | e | B | B | oo |f2
the sector =2 é g %t g g %g E = %g 5
faces E =8 | 68 | E2 53 ES | 8%
First 15.5 32.1 159 14.0 59 6.0 1.9
Second 159 6.4 154 14.7 126 138 6.0
Third 20.7 84 83 52 10.2 8.7 7.5
Total 52.1 46.9 39.6 340 28.6 28.5 154
100-Total 479 53.1 60.4 66.0 714 71.5 84.6
First three . » .

Issues L= ’g L %E g 9 ) g ~§ _
the sector %—?jé %é%\ E%g (1;§D g@%é éﬁg g
faces @ c £ = S0 »nEe=S cg¥ Sg&ER S < o
First 12 4 1.1 2.1 3 A 3.7
Second 33 23 1.9 1.5 1.1 8 20

Third 49 4.8 33 2.0 3.7 2.0 6.0

Total 9.5 7.5 6.3 5.6 5.1 29 11.8
100-Total 90.5 92.5 93.7 94.4 94.9 97.1 88.2
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Some findings displayed in the table above are interesting and require further inquiry for
our purpose. Imitated products and the shadow part in the sector are seen sixth (listed
by 29% as one of the first three issues) and seventh issue (listed by 15%), respectively.
Whether these issues are listed mostly by the firms with trade marks or not is searched
in the following two tables. As seen in Table 21, 49% of the firms which produce for their
own trade marks see imitation as one of the first three issues the sector faces, a percentage
much higher with respect to those of sub-manufacturers. Half of those seeing the imitation
as an issue place it at the top, 49% place it as the second issue, and 48% place it as the
third issue.

Table 21: Imitated Goods as an Issue and Firms’ Ownership of Trade Mark

Imitation as an Issue the Sector Faces
Total
First Second Third

Owns Trade Mark 51.1% 48.5% 47.7% 48.8%

Ownership of | Trade Mark and Sub-manufacturing 13.3% 23.3% 24.6% 21.6%
Trade Mark Sub-manufacturing 15.6% 20.4% 21.5% 19.7%

Missing 20.0% 7.8% 6.2% 9.9%
Total 100.0% 100.0% 100.0% 100.0%

Table 22 cross-tabulates the firms ownerships of trade marks and their views about the
sectoral shadow economy. 37% of the firms having trade marks list the sectoral shadow
economy as one of the first three issues. 37% of them listing it as an important issue
see it as the first important issue, 38% as the second important issue, and the 36% as
the third important issue. The firms which produce for their own trade marks and sub-
manufacturing and which only sub-manufacture list it as the important issue at lower
percentages (about 20% and 24%, respectively).

Table 22: The Shadow Part as an Issue and the Firms’ Ownership of Trade Mark

The Shadow Part in the Sector as an
Issue Total
First Second Third
Owns Trade Mark 357% 37.8% 35.7% 36.5%
Ownership of Trade Mark and Sub-manufacturing 22.2% 23.2% 20.0%
Trade Mark Sub-manufacturing 21.4% 24.4% 25.0% 24.3%
Missing 42.9% 15.6% 16.1% 19.1%
Total 100.0% 100.0% 100.0% 100.0%

What would be inferred from these findings? The firms successful in creating their own
trade marks see imitation and shadow economic activities in the sector as more important
issues than those unsuccessful in creating trade marks.

195



Table 23 presents the frequencies of the answers of the participating firms to the question
“what do you think the priority in the sectoral policy of the government should be?”.

Table 23: The Priorities That the Government Policy Should Have

“What do you think the priority in the sectoral policy of the Frequency Frequency
government should be?” (Count) (%)
General incentives (free land, cheap energy and raw materials etc.) 273 36.5
Tax incentives 170 22.7
Reduction in the employers share of social security premium 98 13.1
Establishing link between tax reduction and employment creation 47 6.3
Support for developing trade marks 36 4.8
Export incentives 33 44
Know-how and guidance 23 3.1
Issuance of standards in import 18 24
Other 28 37
Missing 22 29
Total 748 100.0

General incentives, according to 37% of the participating firms, should be the priority of
the sectoral policy of the government. Tax incentives and reduction in the employer share
of the social security premium take the votes of 23% and 13% of the participating firms,
respectively. Some other priority suggestions and their frequency are as follows: Cheap
credit (14 firms), R&D support (4 firms), tax and social security premium amnesties (3 firms),
and reduction in the tax burden on energy and communication (3 firms).

Evaluation of the Work and Workplace by the PRA Personnel

We can expect that the issues the PRA personnel face or perceive, some more than others,
affect both taxpayers’ attitudes towards tax and government and un/ethical behaviors of
the PRA personnel. The PRA personnel are asked about their views about the issues they
face at their workplace and issues related to their work, the results of which are displayed
in Table 24.

75% of the PRA personnel interviewed see low and inadequate salaries as one of the first
three issues they face. 42% of the PRA personnel rank it as the first issue they face, the
highest among the percentage other issues receive. Heavy workload is considered to
be the second issue. 50% of the PRA personnel list it as one of the first three issues. The
third issue receiving the votes of 47% of the participating PRA personnel is workplace’s
physical environment. These three issues are rather related to either PRA personnel or
the workplace. The fourth issue listed as one of the first three issues by 28% of the PRA
personnel is “frequent changes in tax regulations” which affects taxpayers as well. This
percentage is higher than some of other issues affecting mostly the PRA personnel such as
inconsistencies and biases in promotions and changes in daily routine and workloads. The
fact that even the PRA personnel sees it as the fourth importantissue unveils the difficulties
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the taxpayers in Turkey might encounter in their tax matters. Taking this high percentage
together with those seeing “inadequate information on the regulation changes” as an
important issue the percentage goes up to 40%. The result we can draw from this is how
difficult it may be for the honest taxpayers to comply with taxation laws and regulations.

Table 24: The Issues the PRA Personnel Face
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First 41.7 124 219 49 39 22
Second 269 229 123 75 7.0 5.1
Third 6.9 14.5 123 158 12.2 57
Total 75.5 499 46.5 28.2 23.1 13.0
100-Total 245 50.1 535 718 769 87.0
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First 1.6 1.9 1.6 1.7 9 3
Second 32 38 32 2.1 9 1.1
Third 7.3 36 4.1 4.7 6 37
Total 12.0 93 89 84 2.5 5.1
100-Total 88.0 90.7 91.1 91.6 97.5 94.9

Discrimination is unethical behavior in public service.“Taxpayer requests for discriminative
implementation”is listed as only 9% of the PRA personnel and it ranks ninth as an issue the
PRA personnel face.

The PRA personnel ranks low salaries as the first issue they face. To cross-control they are
asked whether they believe they fully deserve the paychecks they receive each month.
88% of the PRA personnel do believe that.
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Graph 23: The PRA Personnel’s View on Their Performance

When we cross tabulate the answers to this question with those listing low salary as an
issue we observe that 90% of those listing low salary as an issue state they deserve their
salaries, a percentage a little higher than overall percentage (88%). Interestingly, about 8%
of those listing low salary as an issue state that they do not agree with the statement that
they deserve their salaries.

The PRA personnel are also asked whether they think that “the additional payments are
good enough for extra responsibilities they undertake” About 60% of the responding
PRA personnel disagree with the statement. In sum, the PRA personnel view that their
salaries and additional payments are low considering the job performance and extra
responsibilities they have.

Agree
Neutral 7,71%
9,61%

Definitely
Disagree
PEWALH)

Disagree
3491%

Graph 24: The PRA Personnel’s view on the Additional Responsibilities and Payments

The second important issue in the PRA personnel’s ranking is heavy workload. Recently,
there have been improvements in automation in the Revenue Administration. This should
help workload of the PRA personnel get lower. The PRA personnel asked whether they
agree with the statement that”l feel reduction in workload due to automation” We observe
from the graph below that about half of the PRA personnel agree with the statement.
Those who disagree with it constitute about 37% of the PRA personnel.
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Definitely
Disagree
12,57%
Neutral
12,03%

Agree
40,81%
Definitely
Agree
9,73%

Disagree
24,86%

Graph 25: The PRA Personnel’s View on Automation

It is possible that some employees with a better training could benefit more from the
increased automation. This, in turn, provides some more relief from the workload which is
still ranked the second issue the PRA personnel face.
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THE VIEWS OF THE FIRMS ON AUDITING AND AUDITING
UNITS OF THE REVENUE ADMINISTRATION

Before getting to the views on the auditing and auditing units of the PRA we think
that some discussion about how risky tax evasion is perceived by the taxpayers when
compared with some other unlawful activities will be beneficial. This discussion will provide
two pieces of information. It will give us some information on the detection possibility
as perceived by taxpayers, and on the overall effectiveness of the auditing units of the
Revenue Administration.

Evading Taxes
43,79%

Informal Hiring
39,25%

Graph 26: The Perceived Risk of Engaging Some lllegal Activities (Which one of the followings do you think is more risky?)

Only 16% of the participating firms think that bribing is more risky. About half of the
remaining participants think tax evasion is more risky. The other half think informal hiring is
more risky. Many participants have stated the potential human cost and resulting penalty
of informal hiring such as workplace incidents and family disasters in case of sudden death
of aninformal employee. Contrary to these inquiries, the overall perception of the taxpayers
is that tax evasion is more risky. This can be taken as an indicator of overall effectiveness of
the tax auditing units in Turkey. However, bribing is perceived not very risky compared to
other two. One should be careful about excessive interpretation of the findings but it can
be argued that this low percentage in bribing is not because bribing is very common but
because it is perceived to be common.

Auditors and Ethical Behaviors: Firm Perspective

In this part of the report, high ranked central tax auditors (Tax Inspectors Board, Account
Experts and Income Controllers), Tax Auditors, tax inspectors, and the administrators of
the local PRA offices are evaluated on the basis of the ethical behaviors. It is important to
note that the findings presented here are not the statistics about the ethical behaviors
that actually take place on the ground but rather perceptions of the interviewees from the
firms on the PRA personnel ethical behaviors. The findings give some idea about taxpayers
perceptions on how the PRA personnel, especially auditing officials, comply with the ethics
rules that have been set by the Ethics Council. Perception is not accumulated solely from

1
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the actual un/ethical conducts. There are other factors that affect the taxpayer perception.
For instance, if taxpayers’ overall ratings of government and government officials are not
good taxpayers’ evaluation of the PRA personnel on ethical behaviors will be affected
negatively. The answers to the statements and questions in the firm questionnaire will
carry these sorts of biases as well. Of course, this is not to say that the findings loss their
significance. The perceptions rather than facts are the driving force behind individuals'
behaviors.

The High Ranked Auditors and the Ethical Behaviors: The Firm Perspective

The firms are asked to “cite three most important deficiencies the high ranked tax auditors
(Tax Inspectors Board, Account Experts, and Income Controllers) possess’, the results of
which are displayed in Table 25 below.

Table 25: Perceived Deficiencies the High Ranked Tax Auditors Possess: The Firm Perspective
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First 9.9 17.6 2.5 29 45 29 1.3 1.5 12
Second 134 4.0 6.4 55 4.8 3.1 32 7 A
Third 5.1 33 6.0 6.3 39 59 6.0 2.8 7
Total 283 250 15.0 147 132 1.9 106 49 20
100-Total 71.7 75.0 85.0 853 86.8 88.1 89.4 95.1 98.0

Most of the taxpayers do not encounter these central auditors. That is why missing
answers are very high. 28% of those who answer this question rank “looking for excuses
to issue fines” as the first deficiency they have. The percentages of those citing “acting as
if everyone is guilty” and “not being fair-minded” as the important deficiencies are 25%
and 15%, respectively. Openness “to bribery” and “gift-taking” are ranked at the bottom. It
should be mentioned that there have been many interviewees stating that “they are very
polite”

The Tax Auditors and the Ethical Behaviors: The Firm Perspective

"

The results of the question asking firms “to rank the deficiencies tax auditors possess’
are displayed in Table 26 below. The rankings are similar to those for the central tax
auditors discussed above. In fact, the first three deficiencies are the same only with higher
percentages since more taxpayers encounter the tax auditors. About 22% (the same as
the percentage for “acting as if everyone is guilty”) see “sullenness”as one of the first three
deficiencies the tax auditors possess.
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Table 26: Perceived Deficiencies the Tax Auditors Possess: The Firm Perspective
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Total 46.8 40.8 217 217 19.8 189 18.0 9.9 3.7
100-Total 53.2 59.2 78.3 783 80.2 81.1 82.0 90.1 96.3

There have been many interviewees stating that they are well-trained” Only one
interviewee claimed that “one of them asked for a suit” However, it should be noted that
these local comments should not cloud the findings since the general numbers provide
better picture of what actually takes place on the ground.

Bribery and gift-taking are important deficiencies as they affect the taxpayers' perception
of government and taxation. To cross-check, the findings for bribery and gift-taking will be
cross tabulated with the answers to question “(if your firm had been inspected by the tax
auditors) what is your view on their attitude toward bribery”and”... for gift-taking"

The answers to the question on bribery is shown in the pie diagram below. About one
fifth of the participants have left this question unanswered. About one third think that
"almost none of them accepts bribe” 30% think that “a few accept bribe”. Those who think
“many” and “almost all” accept bribe constitute about 15% of the interviewees. As noted
above, these numbers do not tell at least about half of the interviewees actually have
bribed tax auditors. It just provides some information about taxpayers’ perception of tax
auditors’ attitudes toward bribery. Since the questions asking directly if they have ever
bribed reduce the interviewees' cooperation and participation they are asked about their
perceptions.
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Almost all accept bribes
4,81%

Almost none accepts
Many accept S bribes
bribes 35,65%
9,75%

A few accept bribes
30,44%

Graph 27: The Firms’ Perceptions of the Tax Auditors Attitude toward Bribery

The findings on the interviewees' perception of tax auditors’ attitudes toward gift-taking
closely follow those for bribery. The percentage of the interviewees who think “almost all
accept gifts”is a little bit higher and the percentage for “almost none accepts gifts” are a

little bit lower. However, we are not sure if the participants ever differentiate between
bribery and gift-taking.

Almost all accept gifts
5,87%

A few accept gifts

31,11%

Many. Almost none
accept gifts accepts gifts
10,55%

32,84%

Graph 28: The Firms’ Perceptions of the Tax Auditors toward Gifts

According to the findings displayed in Table 26 “openness to bribery” and “gift-taking”
are seen as deficiencies the tax auditors have by 18 and 10% of the participating firms,
respectively. These percentages are not low. Using cross table, we would like to check the
link between the firms'perception of tax auditors'attitude toward bribery and openness to
bribery as an issue. According to findings in Table 27, more than 70% of the firms placing
openness to bribery as the most important deficiency think that many or almost all of
them accept bribes. Chi-square statistics is found to be statistically significant at 5% level.
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Table 27: Openness to Bribery and Bribery as a Deficiency of the Tax Auditors

Tax Auditors’ Attitude toward Bribery

Ar:?:ét Afew Many Almost Total
. accept accept allaccept | Missing
bribis bribes bribes bribes
First 8.6% 20.0% 54.3% 17.1% 100.0%
;)Spaegzzietsci”bew Second | 8.1% 48.6% 32.4% 8.1% 2.7% 100.0%
Third 6.3% 50.8% 20.6% 17.5% 4.8% 100.0%
Total 7.4% 42.2% 32.6% 14.8% 3.0% 100.0%

Less than 10% of the firms seeing “openness to bribery” as one of the first deficiency the
firms have think "almost none accepts bribe” Although these percentages are low they
are high enough to imply that the perception of the tax auditors' attitude toward bribery
might be biased. The answers to the questions about tax auditors’attitude toward bribery
might be affected by the overall corruption perception of the interviewees.

The firms rank the deficiency of “not being fair-minded” as the third important deficiency.
The findings on whether and on what basis the tax auditors discriminate are exhibited
in Table 28. Almost one third of the firms (31%) think that the tax auditors do not
discriminate. Almost one fourth think that income or being rich is the main basis on which
the tax auditors discriminate. Social status of the taxpayers (10%) and political ideclogy
and closeness to the governing party (6% each) are the other factors which direct the tax
auditors to discriminate.

Table 28: On What Basis do the Tax Auditors Discriminate Most?

”;)J\Sg:\at Basis do you think the tax auditors discriminate Frequency (Count) | Frequency (%)
No discrimination 232 310
Income (Being rich) 177 23.7
Social status (being well-known person around) 72 9.6
Political ideology 44 59
Closeness to governing party 44 59
Language-tongue 12 1.6
Gender 12 1.6
Nativity-foreigner 9 1.2
Race 8 1.1
Religion-religious sect 4 0.5
Other 4 0.5
Missing 130 174
Total 748 100.0
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Someintervieweesstatethattheydodiscriminate buttheyaregoodathidingdiscriminatory
behavior. This shows that there is some tendency among taxpayers to believe that there
is discrimination even if they do not observe. An interviewee has claimed that “the tax
auditors do take upon small business owners” One of the interviewee has checked three
boxes, language-tongue, race and nativity and claimed that “they discriminate between
Turkish and Kurdish”. This indicates that for some interviewees, language-tongue, nativity
and race are related. This makes sense when we consider the fact that domestic migrants
do possess all these three differences at the same time. An interviewee has asked us to
add the following sentence: “Due to accountant’s warnings that we could be audited we
report profit continuously even if we have loss”.

The Inspection Officials and the Ethical Behaviors: The Firm Perspective

The answers to the question “please identify three most important deficiencies you
encounter during the routine controls of inspection officials” are presented in Table
29 below. The first two deficiencies the tax inspectors (routine controllers of taxpayers’
compliance) possess are the same as those the tax auditors possess: looking for excuses to
issue fines and acting as if everyone is potentially guilty. However, we notice that sullenness
and acting rudely and disrespectfully become the third and fourth important deficiencies
the tax inspectors possess. When we consider the frequent contact of the tax inspectors
with taxpayers we can imagine how important it is for the Revenue Administration to take
necessary measurements to achieve some improvements on the inspectors’ behaviors.
The deficiency “not observing information flow” is ranked after bribery and gift-taking.
This would be the result of the fact that the nature of the checks actually do not require
information flow very much. If not this but the tax inspectors are more open to bribery and
gift-taking then the Revenue Administration should pay more attention to their training
and put more surveillance on their bribery and gift-taking behaviors.

Table 29: Perceived Deficiencies the Tax Inspectors Possess: The Firm Perspective
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Third 122 6.7 12.2 104 84 10.7 94 6.8 5
Total 59.2 40.9 283 255 238 231 209 183 20
100-Total 40.8 59.1 717 74.5 76.2 76.9 79.1 81.7 98.0

The number of additional comments are higher for this question, most of which are related
to gift-taking. Some comments read as follows: “He asked for fabric for suit, | ignored him’,
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"he implied that he would like to get curtain... No way”, “he asked for a coat”and “they are
determined to have agreement for bribe”.

Do the tax inspectors discriminate and if they do, on what basis do they discriminate
most? 30% of the interviewees think that they do not discriminate. This is 1% lower than
the percentage for the tax auditors. Income (being rich) is again the most important basis
on which the tax inspectors do discriminate most. Social status, political ideology and
closeness to governing party are otherimportant factors causing them to discriminate. The
percentages for both being rich and, more obviously, for social status in the tax inspectors
are higher than those in the tax auditors. Again, it seems like language, race, or nativity are
other factors taxpayers believe important for discriminatory behaviors. An interviewee has
claimed that “they discriminate on the basis of being Eastern”.

Table 30: On What Basis do the Tax Inspectors Discriminate Most?

;’T‘O‘;\St\l?\{ll'\at Basis do you think the tax inspectors discriminate B (@) || Eree ()
No discrimination 223 29.8
Income (Being rich) 205 274
Social status (being well-known person around) 100 134
Closeness to governing party 50 6.7
Political ideology 36 4.8
Language-tongue 21 2.8
Gender 19 2.5
Nativity-foreigner 14 19
Religion-religious sect 9 1.2
Race 7 0.9
Other 1 0.1
Missing 63 84
Total 748 100.0

Gender based discrimination perception is ranked sixth and only 2.5% of the participants
believe the tax inspectors discriminate on the basis of gender. If this perception or belief
is higher among female participants it needs attention to bridge the gap between the
Administration and the taxpayers. One more reason for us to check whether women believe
in gender based discrimination more than men is the following comment we received
from a female participant. In her words, “l am sorry to tell you but there are perverts”.

Gender and basis for discrimination variables are found to have relationship and chi-
squared statistics for tax auditors and tax inspectors are significant at 1% level. 7% of
female participants believe that tax auditors undertake discriminatory behavior based on
gender. The percentage goes up to 11% in the tax inspectors. These percentages are 0.5%
and 0.7%, respectively, for male participants.
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The Managers of the PRA and the Ethical Behaviors: The Firm Perspective

The absolute and percentage frequencies of the answers to the question “what is the
most important deficiency the managers and vice managers of tax offices possess?” are
displayed in Table 31 below. More than one fifth of the participants believe that they act
as if taxpayers were guilty. Deficiencies in managing and directing the PRA personnel
and misuse of discretion power are other important deficiencies the managers of the tax
offices have. Openness to bribery and gift taking are again placed behind.

Table 31: Perceived Deficiencies the Managers of the Tax Offices

;]VZ::;:rtsh:fr::))(s(t);:z:g::steciiglclency the managers and vice Frequency (Count) | Frequency (%)
They act as if taxpayers were guilty 159 213
Deficiencies in managing and directing their PRA personnel 111 14.8
Misuse of their discretion power 98 13.1
Inadequate knowledge on their jobs 73 9.8
Lack of respect to taxpayers 70 94
Discrimination among taxpayers 59 79
Openness to bribery 33 44
Openness to gift-taking 10 13
Other 59 79
Missing 76 10.2
Total 748 100.0

Many interviewees have commented on this question. “They should have meetings with
taxpayers to exchange questions and answers” (11 interviewees), “they misdirect tax
inspectors” (6 interviewees), “they do not have information on how market works’, “the
theory and the real world are different, they should visit the stores” were some of the
comments that some attention should be paid. Two interviewees' comments read as
“they help you only if you become acquainted”and “they become managers due to some
backing” One of the most interesting comments from an interviewee reads as follows:
‘I ask you how many towels a person would use at his home. | got bored to give towels
every time”.

RECONCILIATION AND JURIDICAL PROCEDURES AGAINST TAX
AUDITING OUTCOMES

To have some idea about the reactions to tax inspection outcomes the firms are asked
about their response to additional fines and taxes issued following an inspection. This also
provides some information on the size of the untaxed market economy and efficiency
or justice in tax inspection outcomes. The results are displayed in Table 32. 48% of the
interviewees stated that they had paid the extra liability and fine. What to make out of
this? There could be two explanations for this: First, it is possible that the taxpayers evaded
taxes deliberately or they miscalculated them. Second, they know that objections to the
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outcomes require a long and tiring procedure and that there would be further inspections
aiming to punish them. However, if underreporting is as common as many studies find the
first explanation is more likely to hold true: the outcomes resulting in extra tax liabilities
and penalties are correct, and, hence, no objections in most of the cases are directed to
them. Search for reconciliation seems to be the second response of the taxpayers to extra
liabilities. About 21% of the interviewees stated that they had looked for settlement. Only
about 4% could not reach an agreement.

Table 32: The Reactions of the Firms to Tax Inspection Outcomes

When a.dditional tax liabilities and pe.naltie.s \::lere issued following Hequenerl R equeneyios
inspection (If any), what was your reaction to it?

| paid 358 47.9

| looked for settlement and settled down 130 174

| looked for settlement but could not reach a reconciliation 27 36

| took the case to the court and | won 20 2.7

| took the case to the court but | lost 5 7

| took the case to the court, the judiciary process continues 9 1.2
Missing 199 26.6

Total 748 100.0

Cumulative percentage of those who took the case to the court is about 5%. The majority
stated that they won. This is an expected outcome because only those cases likely to win
would be taken to the court. Nevertheless, the high rate of loosing cases in the court
indicates that the inspection outcomes have some flaws.

THE LOCAL OFFICES OF THE REVENUE ADMINISTRATION: THE FIRM
PERSPECTIVE

The daily works of the local offices of the Revenue Administration are evaluated by
the participating firms. According to the participants, delays in processing documents
is the most important deficiency they encounter in the local offices of the Revenue
Administration. 43% of the participants list it one of the first three important deficiencies
in the tax offices. Many steps for each task (39%) and inadequate advising and directing
(32%) are the second and the third deficiencies they encounter in the offices. Queues and
misbehavior are the fourth and the fifth issues. Many interviewees state that “there are
improvements one can observe easily”.
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Table 33: The Most Important Deficiencies Encountered in the Local Tax Offices
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Second 7.5 136 84 13.8 9.0 9.6 74 4.7 1.2
Third 83 10.8 16.7 4.1 126 83 16 49 25
Total 433 385 322 278 274 263 15.1 124 8.2
100-Total 56.7 615 67.8 72.2 726 73.7 849 87.6 91.8

How often do the firms (their representatives or themselves) need to go to the tax office
in person? The frequencies of the need to go to the offices are displayed in Graph 29. This
variable and the deficiencies of the offices perceived could be related to each other. About
one fourth of the participants are never in need of going to the offices in person. Together
with those who are seldom in need of going there in person, the percentage goes up to
77%. Only 6% of the participants need to go there in person.

Very often Missing
6,08% 3,45%

Infrequently
53,31%

Never
23,9%

Graph 29: How Often do the taxpayers Need to Go to the Offices in Person

40% of those who go there “often” see queues as the first important deficiency the offices
possess. Those who never or infrequently go there in person mostly rank queues as the
second important issue in the offices. Chi-squared statistics is found to be statistically
significant only at 10% level.
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Table 34: The Frequency of Going to the Tax Offices in Person and Queues as a Deficiency

Queues as a Deficiency
Total
First Second Third

Never 13.8% 62.1% 24.1% 100.0%
How Often do You Infrequently 36.2% 51.2% 12.6% 100.0%
need to Go to the Tax
Ofieaes (i Parsar Often 41.7% 41.7% 16.7% 100.0%

Very Often 57.1% 28.6% 14.3% 100.0%
Total 354% 49.5% 15.0% 100.0%

According to the findings displayed in Table 35, all of those going there in person believe
that the inadequate number of employees are the first important deficiency the offices
have. There is no distinctive pattern between the two variables and this is confirmed by
the chi-squared statistics which is insignificant at conventional levels.

Table 35: The Frequency of Going to the Tax Offices in Person and Inadequate Number of
Employees as a Deficiency the Tax Offices Have

Inadequate number of employees as a
deficiency of the tax offices
Total

First Second Third
Never 22.2% 44.4% 33.3% 100.0%
How Often do You | |nfrequently 19.6% 33.9% 46.4% 100.0%

need to Go to the Tax

Offices in Person? Often 23.5% 47.1% 29.4% 100.0%
Very Often 100.0% 100.0%
Total 21.7% 38.0% 40.2% 100.0%

According to findings displayed in Table 36, when we go from those never going to
the offices in person to those going there very often inadequate knowledge of the PRA
personnel is seen less of a deficiency. We can expect that as the number of trips to the
offices decrease people get less familiar with the office and works of the office. Thus, those
who go there infrequently might think that the PRA personnel are not well-trained. In
any case, it is important to take necessary measurements in advising and directing to
increase happiness of the “inexperienced” taxpayers going to the offices in person. Again,
chi-squared statistics is found to be insignificant at the conventional levels.
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Table 36: The Frequency of Going to the Tax Offices in Person and Inadequate Knowledge of the
PRA Personnel as a Deficiency the Tax Offices Have

Inadequate knowledge of the PRA personnel
as a deficiency in the tax offices
Total
First Second Third

Never 45.7% 22.9% 314% 100.0%
How Often do You | |nfrequently 29.9% 393% 30.8% 100.0%
need to Go to the Tax
Offices in Person? Often 30.8% 38.5% 30.8% 100.0%

Very Often 15.4% 46.2% 38.5% 100.0%
Total 32.0% 36.6% 314% 100.0%

Inadequate advising and directing is seen more of a deficiency among those who go
to the tax offices “infrequently” and “often” compared with those going there "very often”.
This might imply that as the number of trips increases the need for advising and directing
decreases. The chi-squared statistics is found to be significant at 1% level.

Table 37: The Frequency of Going to the Tax Offices in Person and Inadequate Advising and
Directing as a Deficiency the Tax Offices Have

Inadequate advising and directing as a
deficiency in the tax offices

First Second Third Total

How Often do You | Never 5.1% 18.6% 76.3% 100.0%
need to Go to the Tax

0, [0} 0, 0,
Offices in Person? Infrequently 27.9% 31.1% 41.0% 100.0%
Often 31.8% 22.7% 45.5% 100.0%
Very Often 7.7% 30.8% 61.5% 100.0%
Total 21.8% 26.5% 51.7% 100.0%

Whether there are relationships between the educational attainment of the participants
and the types of the perceived deficiencies in the office is searched for. All of those
with limited education (literate) listing document losses as a deficiency list it as the first
important deficiency. The percentage for those having elementary level education is 60%.
All of literate participants listing inadequate advising and directing as the deficiency list
it as the second important deficiency. Those having graduate level education also see
inadequate advising and directing as the deficiency more than other levels of education.
A similar pattern is observed in the relationship between educational attainment and
inadequate knowledge of the PRA personnel. In those groups of educations inadequate
knowledge of the PRA personnel is listed as a deficiency more than other categories of
education. When it comes to chi-squared test statistics, however, only one calculated
between educational attainment and inadequate knowledge of the PRA personnel as a
deficiency is significant at 10% level.
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The participants from the firms are also asked where they encounter the behaviors such as
discrimination and gift-taking most. As displayed in Table 38, one third of the participants
address the tax inspectors. The taxpayers encounter the unethical behaviors mostly during
routine controls of the tax inspectors. This implies that the Revenue Administration can
improve the relationship with the taxpayers and have better image by focusing on this
group of the PRA personnel. The PRA personnel of the local tax offices and the managers
are perceived to conduct unethical behaviors more than tax auditors.

Table 38: Unethical Behaviors and the PRA Personnel

”Wher.e or from wh9m .in .the .tax ofﬁce.s do you e,rlicounter the Frequencyl(Gotntl RE equeneyica
behaviors such as discrimination and gift-taking?

During routine controls of inspection officials 246 329
From officials in tax offices 119 159
From the managers and vice managers in tax offices 100 134
During inspections of tax auditors 87 11.6
Other 59 79
Missing 137 183

Total 748 100,0

There are many interviewees stating that “there are misbehaviors in every government
offices” The tendency not to distinguish the tax offices from other government institutions
is prevailed once again here.

The firms are asked whether they think that “the officials in tax offices are good enough in
public relations” Those that are in agreement with the statement constitute only 24% of
the firms. About 57% disagree with it.

Definitely Agree
7,78%

Disagree
34,03%

Definitely
Disagree
22,64%

Graph 30: The PRA Personnel’ Adequateness in Public Relations: The Firm Perspective

Easiness in Handling Tax Matters

The firms are asked whether “they find easier to handle taxation matters now more than
ever” 56% of them state they do. Only about 3% “definitely disagree” with the statement.
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Cumulatively, one fourth of the firms disagree with it. During interview, many firms have
revealed their satisfaction with the improvements making them run tax matters easily.

Definitely Disagree
3,32%

Disagree
22,27%

Graph 31: The Easiness to Handle Tax Matters: The Firm Perspective

The Improvements in the Care in Handling Tax Matters

The firms are asked to state their agreement level with the statement that “officials in the
tax offices are more polite and helpful now more than ever”. About 47% of them agree
with the statement and 34% disagree.

Definitely
Disagree
(o)
Definitely Agree 6'5A’ —
12,72%

Agree
34,02%

Disagree
27,66%

Graph 32: Care the PRA Personnel Exercise: The Firm Perspective

The PRA personnel’s Occupational Knowledge and Skill Levels

31% of the firms agree with the statement that “the officials in tax offices possess adequate
occupational knowledge” The fact that 43% disagree with the statement imply that there
are some improvements needed. Almost one fourth of the firms are neutral. This could be
the result of the fact that some interviewees do not undertake tax matters themselves,
instead they hire professional accountants.
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Definitely Agree
7,46%

Definitely Disagree
11,19%

Disagree
31,91%

Neutral
25,69%

Graph 33: The Firms’ View on the PRA Personnel’s Occupational Knowledge

When the firms are asked their agreement levels with the statement “l think the officials
in tax offices possess adequate occupational skill” 44% declare their disagreement with

it. About one third agree with it while about one fourth are neutral. These results closely
follow the results on the occupational knowledge.

Definitely
Agree

Definitely 7 86%

Disagree
13,52%

Disagree
30,34%

Neutral
24,14%

Graph 34: The PRA Personnel’s Occupational Skill Levels: The Firm Perspective

The firms are asked to reveal their agreement levels with the statement“l think the officials
follow the changes in regulations closely and carefully and hence aware of them” Only
28% agrees with the statement while almost half of them disagree with the statement.
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Definitely

Agree
Definitely 76%

Disagree
14,5%

Disagree
34,12%

Neutral
23,34%

Graph 35: The PRA Personnel’s Follow-up Levels of the Changes in Tax Regulations

The Overall Satisfaction of the Taxpayers from the PRA personnel
Performance

The firms are asked whether they think “the PRA personnel in the tax offices deserve their
salaries”to get some idea about overall satisfaction of the taxpayers from the performance
of the PRA personnel. 31% of the firms agree with the statement while about 40% disagree
with it. The undecided constitute 29% of the firms.

Definitely

Agree
Definitely 8 ?5%

Disagree
10,64%

Disagree
29,42%

Neutral
28,87%

Graph 36: Overall Satisfaction of the Firms from the PRA Personnel’s Performance

THE LOCAL OFFICES OF THE REVENUE ADMINISTRATION: THE PRA
PERSONNEL PERSPECTIVE

The PRA personnel is asked how often the taxpayers need to go to the tax offices in person
to compare it with the answers given by the firms. This measures, to some extent, the
improvements resulted from more usage of the technology in tax matters. 57% of the PRA
personnel think that taxpayers “seldom”need to go to the tax offices in person. This ratio is
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very close to the answers of the firms which is about 57%. Cumulative percentage of “very
often”and “not very often”is about 41%.

i Very often Never
Missing 411% 1’571%

5,48%

Infrequently
57,12%

Often
37,26%

Graph 37: The Frequency of the Need to Go to the Tax Offices: The PRA Personnel Perspective

According to 68% of the PRA personnel, the main issue in the tax office is that there are
many phases for each task. This isimportant because too much bureaucracy increases both
the workload of the PRA personnel and the burden on the honest, complying taxpayers.
As displayed in Table 39, the PRA personnel see the heavy workload as the second
important issue they face. Almost half of the PRA personnel cite it as an important issue.
"Many steps for each task” is seen the second important deficiency by the taxpayers as
exhibited in Table 33.This deficiency potentially feeds other deficiencies such as delays in
processing documents, and losses of documents. “Inadequate number of officials”is listed
as the second deficiency by the PRA personnel. However, the ranking of “misbehaviors
of officials” draws attention. It is listed as one of the most important three deficiencies by
almost 40% of the officials.
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Table 39: The Most Important Deficiencies the Taxpayers Encounter in the Tax Offices: The PRA

Personnel Perspective
“Please identify three most (I — Delavs in Inadequate
important deficiencies the Many steps d Misbehaviors s knowledge
- number of . processing
taxpayers encounter in the for each task ) of officials of PRA
p officials documents
tax offices! personnel
First 320 228 10.1 150 53
Second 229 179 10.2 76 136
Third 12.7 13.0 19.0 9.2 12.0
Total 67.6 53.6 394 319 31.0
100-Total 324 464 60.6 68.1 69.0
APIease el Fhrge most Inadequate Losses of
important deficiencies the e
- advising and | Queues documents | Other
taxpayers encounter in the directin
tax offices.” 9
First 39 34 1.0 1.6
Second 6.1 7.1 3.1 6
Third 8.2 4.7 1.6 32
Total 18.1 15.2 57 54
100-Total 81.9 84.8 94.3 94.6

It seems like reducing paper work and providing some incentives and in-job training
the Revenue Administration improve the taxpayers' perception of the Institution

considerably.

The PRA personnel are asked about their view on their own adequateness in public
relations. About half of the PRA personnel also disagree with the statement that reads ‘|

think the PRA personnel are well-trained in public relations”.

Definitely
Definitely Agree
Disagree 697%

12,06%

Disagree
37,13%

Agree
26,27%

Graph 38: The PRA Personnel’s Adequateness in Public Relations: The PRA Personnel Perspective

It can be concluded that there is certainly room for development in this area.
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Easiness in Handling Tax Matters

As in the firm questionnaire, the PRA personnel are asked to reveal their agreement level
with the statement that it is easier for the taxpayers to handle tax matters now more
than ever”. 80% of them agree with it to some extent. This is very high compared with the
percentage for the firms.

Definitely
Neutral Disagree
8,1% 3,05%

Disagree

| Definitely Agree
66,27%

Graph 39: The Easiness to Handle Tax Matters: The PRA Personnel Perspective

This indicates that there are improvements for sure but the taxpayers are either not aware
of them or not equipped well to benefit from them.

The Improvements in the Care in Handling Tax Matters

The PRA personnel are asked whether they think that “the taxpayers are more careful about
tax matters now more than ever”. About 59% agree with the statement.,

Definitely
Definitely Disagree
Agree 4,92%

9,7%

Agree
49,04%

Disagree
21,86%

Graph 40: Care the Taxpayers Exercise: The PRA Personnel Perspective

This could be because the taxpayers are more educated and because they are well-
informed on the improvements in handling tax matters. It is also possible that professional
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accountants are well equipped and trained to take care of tax related tasks. The PRA
personnel are also asked whether they think “the taxpayer have more knowledge in their
taxation matters” 60% of the PRA personnel agrees to some extent with the statement.

Definitely
Definitely Disagree
Agree 6,0%

7,3%

Agree
52,27%

Disagree
18,13%

Graph 41: Do the Taxpayers Have More Knowledge on Tax Matters: The PRA Personnel Perspective

We wonder if the increased satisfaction of the PRA personnel is valid for the requests of
discriminatory behaviors they ask from the PRA personnel. About 60% of the PRA personnel
agree with the statement reading “the taxpayers' requests for discriminatory behaviors are
decreasing”. This implies that improvements in areas such as automation, work flow in the
tax offices and increased compliance to the principles of ethics help these requests of
discriminatory behaviors go down.

Definitely
Definitely Disagree
Agree 4,63%

8,04%

Agree
52,04%

Neutral
18,39%

Graph 42: Do the Taxpayers’ Requests for Discriminatory Behaviors Decrease? The PRA Personnel Perspective

The PRA personnel’s Occupational Knowledge and Skill Levels

The statement that reads ‘| believe that | have adequate occupational knowledge” is
directed to the PRA personnel. The PRA personnel greatly agree that they have enough
occupational knowledge. 46% “agree” and 29% “definitely agree” with the statement,
cumulative of which constitute 75%.
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Disagree

Neutral 3,24%

10,27%

Disagree
11,08%

Definitely
Agree

28,92%

Graph 43: The PRA Personnel’s View on Their Own Occupational Knowledge

For the PRA personnel to update themselves it is important for the Revenue Administration
togive themin-job training. They are asked whetherthey think“the Revenue Administration
give necessary in-job training adequately” As seen in Graph 44, only about 35% agree
with the statement. Those “definitely agree” with the statement constitute an even lower
percentage. More than half of the PRA personnel disagree with the statement. This should
be evaluated together with the firms' view on the PRA personnel’s follow-up levels of
the changes. In-job training is considered vital for every organization to enhance the
performance. The Revenue Administration could make both its PRA personnel and the
taxpayers more satisfied easily by providing adequate in-job training.

Definitely
Agree
7,42%

' Neutral
11,88%

Disagree
34,55%

Agree
27,94%

Graph 44: The PRA Personnel’s View on the In-job Training They Receive

Protecting the Secrecy of the Taxpayer Information

The PRA personnel are asked whether “taxpayers’ secrets are protected, the information
on theirincome and tax matters are kept secret unless there are rules in tax regulations to
disseminate it About 81% of the PRA personnel agrees with the statement.
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Neutral Disagree
8,85%

7,24%

Definitely
Agree : Agree
36,46% 44,10%

Definitely
Disagree
3,35%

Graph 45: Secrecy of the Taxpayer Information

The Overall Satisfaction of the Taxpayers from the PRA Personnel’s Performance

The PRA personnel are asked whether they “observe the taxpayers' needs” and whether
they “work to get expected outcome”. 70% of the PRA personnel agree with the statement.
This is important as it shows dedication of the PRA personnel to do their job well.

Definitely
Disagree
3,67%

Definitely
Agree
17,69%

Disagree
14,69%

Graph 46: The PRA Personnel’s Dedication to Get the Expected Outcome (the PRA Personnel’s Perspective)

63% of the PRA personnel agree with a statement similar to the statement above that reads
“the PRA personnel aim taxpayers' satisfaction” This percentage is about 7% lower. This
gap might imply that the PRA personnel make distinction between getting the expected

outcome and the taxpayers'satisfaction.
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Graph 47: The PRA Personnel’s View on the Dedication to Get the Taxpayers’ Satisfaction

THE PUBLIC PERCEPTION OF THE ETHICAL BEHAVIORS: THE PRA

PERSONNEL PERSPECTIVE

We asked the PRA personnel in the local offices of the Revenue Administration whether
they think that the public share the view that they are open for unlawful benefits and to
what extent this view is shared. According to the half of the PRA personnel, high and very
high percentage of the public share the view. Only 13% of the PRA personnel think this

view does not exist.

Very high percentage
share the view

6,46% Missing 1,58%
None shares ’

the view
12,8%

Considerably high
percentage share
43,4%
Very low percentage
share the view

37,34%

Graph 48: To What Degree do the PRA Personnel Think the Public Share the Idea that the PRA personnel are Open to Receive

Unlawful Benefits

The PRA personnel are asked why they think the public has this perception to some
degree. The main reason behind this perception, according to 42% of the PRA personnel,
is that the public does not distinguish the Tax Offices from other government institutions
and put them in the same basket. That is, corruption perception of the public affects the
view about the tax offices. This is quite obvious and makes sense. However, the findings
suggest that the percentage of the PRA personnel blaming some of the coworkers for
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these types of misconducts is quite high. Almost 31% state that tendency of some of the
PRA personnel are to blame for this perception. 19% do not answer this question. Contrary
to our expectation the percentage of the PRA personnel putting responsibility on the
exaggerated news is very low. Only about 6% of them blame the media for feeding the
public to have this perception.

Other
Missing 5,25% Tend . | )
18,83% o endency of some personnel to receive

such benefits30,71%

Exaggerated news in
the media
5,86%

Inadequate transparency in
the procedures
6,33%

adequate transparency
due to work's nature
9,72%

Graph 49: The Reasons behind the Perception of the Public about the PRA Personnel’s Openness to Receive Unlawful Benefits:
The PRA Personnel Perspective

A similar question directed to the PRA personnel asks why they think the taxpayers offer
the PRA personnel unlawful benefits the results of which are displayed in Graph 50. AiImost
61% of the PRA personnel think that the belief the taxpayers have about corruption in
government offices is to blame for these offers. Almost one fourth of the PRA personnel
think that the perception that some PRA personnel are open for these offers makes the
taxpayer come with these offers. This percentage is quite high. Again, it does not mean
that the realization of these offers are this high but the PRA personnel’s view that this
impression is given to the public by some of the PRA personnel needs attention.

Impression that the personnel are open
for unlawful benefits 23,06%

Missing
21,96%
Belief that tax regulations are

elastic 7,42% . .
\ Inadequate surveillance

in the office 6,0%

Other
2,84%

Graph 50: The Reasons behind the Taxpayers’ Offers to Provide the PRA Personnel Unlawful Benefits: The PRA Personnel
Perspective

223



The responses to the question “how often do the taxpayers offer unlawful benefits to
the PRA personnel” are exhibited in Graph 51. 63% of the PRA personnel think that the
taxpayers seldom offer to provide such benefits. About 13% think the offers of this type
come often, less than half% think these offers are made very often. One fourth of the PRA
personnel state that these offers never exist.

Missing
4,61%

Often
12,74%

Infrequently

(¢}
23,58% 63,28%

Graph 51: The Frequency of the Offers to Provide Unlawful Benefits to the PRA Personnel: The PRA Personnel Perspective

The percentage s for gift offers are very similar to offers of unlawful benefits. Cumulative
percentage of those PRA personnel thinking offers are made “infrequently” “often” and
“very often”are 78%, about 2% lower for the unlawful benefit offers.

Very often
0,8%

Missing
2,39%

Never Infrequently
21,28% 65,43%

Graph 52: The Frequency of the Offers to Provide Gifts to the PRA Personnel: The PRA Personnel Perspective

The first draft of the questionnaire used the terms “bribe” and “gift” The units of the PRA
have chosen “unlawful benefits” instead of “bribe”. Since the difference between benefits

and gifts are less clear the respondents might not differentiate between the two, making
the results very close to each other.
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The PRA personnel were asked - “on which ground the taxpayer ask for discriminatory
behavior most”the results of which are presented in Table 40 below. About 28% of the PRA
personnel claim that the taxpayers base their discrimination request on their closeness to
the governing party or parties. This is followed by social status and income level with 20%
and 13%, respectively. AlImost one fourth of the PRA personnel state that there are no such

requests.

Table 40: The Basis of Discriminatory Behavior Requests of the Taxpayers: The PRA Personnel

Perspective
;(:Ea‘\ll;l:ricmhogr;und do taxpayers ask for discriminatory Frequency (Gount)]| | Frequency/(56)
No discriminatory behavior request 177 229
Closeness to the governing party 218 282
Social status 154 19.9
Income (being rich) 101 13.1
Political view 61 79
Religion-sect 8 1.0
Native-Foreign 6 8
Language-sect 4 5
Gender 2 3
Other 16 2.1
Missing 25 32
Total 772 100.0
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COMPLIANCE COSTS

The taxpayer's compliance will be eroded if the compliance costs are considerably high.
The PRA personnel are asked to rank the factors that increase taxpayers' compliance costs.
More than three fourth of the PRA personnel see “inadequate clearness, comprehensibility
and simplicity in tax regulations”as the main factor increasing compliance costs. Actually,
some other factors increasing compliance costs such as accounting costs, PRA personnel
costs are related to or results of this factor.

Table 41: The Factors Contributing to Compliance Costs: The PRA Personnel Perspective

o) S
>+ % %
=< 2| o3 9 E »
“Please rank the factors 22 S £ é z % & 2
. , 1% C O wn (o)) = O S K= o
that increase ) taxpayers 5 g g 25 = £ B 3 gg 5 3
compliance costs oo Y ES c =T = o2 o
O Eanl = Ecg o 2z & < @
§5c23| 5 | g38| 2 | 38%| & | £
£586&¢9 < o) I= & & 5<S < o
First 437 16.6 83 9.5 9.6 9 25
Second 211 19.6 231 1.7 44 32 14
Third 12.2 15.9 20.5 12.2 53 52 4.5
Total 769 52.1 51.8 333 19.3 93 84
100-Total 231 479 482 66.7 80.7 90.7 91.6

As noted earlier, the complexity of the tax regulations are one issue on which both the
taxpayers and the PRA personnel have quite an agreement.

CONCLUSIONS AND POLICY RECOMENDATIONS

This study aims to find out the perceived compliance level of the PRA personnel to the
Principles of the Ethical Behavior of the Public Officials and to incorporate the findings
to concrete policy recommendations for the works of the Ethics Council and the PRA. To
this end, the firms operating in the textile sector in Turkey were interviewed to get the
perspective of the taxpayers. To get the perspective of the public officials, the personnel
in the local offices of the PRA were also interviewed. The findings of these two interviews
were analyzed and compared.

In this last section of the report, the field knowledge on the perceived implementation
of the Principles of the Ethical Behaviors, the shadow economy and tax ethics will be
summarized, and some concrete policy recommendations will be provided. But before
this, it is worth noting the PRA personnel’s specific views on the ways to fight the shadow
economy.

The Ways to Fight the Shadow Economy

The PRA personnel are asked to rank “the three most important ways to reduce the size of
the shadow economy in Turkey”.
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Table 42: The Ways to Fight the Shadow Economy: The PRA Personnel Perspective

< ©
“What are the three g g Eox 8w | cos
most important ways Zc % = 3@ g v @ o T &2 c £
to reduce the size of £orC c EE 8 £G| e= 253 cc®
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the shadow economy &S62¢ | &5 ocE 28 | €8 5o¢ 553
in Turkey” S8e2 | 25| Yozg| g2 2| Lge | 22
SEcs| &5 | 8E25| 28| &8 | ££8 | &35
First 228 20.1 104 83 52 53 39
Second 16.7 8.8 10.5 9.8 79 8.2 9.8
Third 10.8 8.0 133 10.0 11.0 9.5 91
Total 50.3 36.9 34.2 28.1 24.1 229 228
100-Total 49.7 63.1 65.8 759 77.1 772 82.1
“What are the three - c = - 0
. c =0 £ c > L5
most important ways o | c8| 558, 5| 58
to reduce the size of £ 25 E| 29| 9YEL| 0y 89
the shadow economy | 2 3 g 28| 88ge| 2§ ¢ g
LTy ERES8| £3 | £%6a | 2L | 25 5
First 45 39 14 28 2.1 58
Second 5.8 8.7 45 2.1 9 1.0
Third 75 45 52 2.1 3 2.1
Total 179 17.1 11.1 7.0 32 89
100-Total 82.1 829 889 93.0 96.8 91.1

About half of the PRA personnel list changing the tax system to a more just one as one
of the first three ways to fight the shadow economy. This is followed by reduction in tax
rates: 37% of the PRA personnel see decrease in tax burden as one of the first three ways to
fight it. Development of some mechanisms to fight special areas of the shadow economy
that require attention is the third important way to fight the shadow economy. This is one
important aspect of the strategic plan prepared by the PRA to fight the shadow economy.
28% of the PRA personnel list social consciousness as one of the first three ways to fight
the shadow economy. They think that if the society becomes aware of the harms caused
by the shadow economy the fight will gain pace and success. Prevention of corruption is
ranked as one of the first three ways by one fifth of the PRA personnel. This is very high
percentage. When this is taken together with improving attitude toward government and
reduction in bureaucracy the great share of which is related to the administrative changes
the importance of good governance in fight against the shadow economy becomes more
obvious.

Tax burden is seen as an important cause of the shadow economy and reduction in the
burden as one important way to fight it. The participants are asked what taxes are evaded
most and specifically whether decreases in the tax rates did and would help reduce the
size of the shadow economy.

As displayed in the graph below, more than half of the firms believe that the VAT (value-
added-tax) is evaded most. Firms'rankings of evasion in other taxes are as follows: Personal
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Income Tax, Corporate Income Tax and Special Consumption Tax. Many interviewees
commenting on this question have stated that evasion is common in every type of tax.

Other
1,6%

Personal
Income Tax
22,3%

3,47%

Special Consumption Tax
4,41%

Graph 53: Tax Evasion for Types of Tax: The Firm Perspective

The PRA personnel rankings of the evasion for each type of taxes are the same as the firms
only with different percentages.

Missing
2,8%

Personal Income Tax
28,84%

Special
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Other
2,4%

Graph 54: Tax Evasion for Types of Tax: The PRA Personnel Perspective

As discussed in the literature and suggested in the findings of this report, if the tax burden
is one of the important, if not the first, causes of the shadow economy then one would
expect some reduction in the shadow economy as tax rates go down. Thus, the recent
reduction of VAT rate on the textile products from 18% to 8% would have helped reduce
the size of the shadow economy in the textile sector. The firms are asked whether they
think this is the case. About half of the firms think that it has had some effect. One fourth
of the firms think that following VAT rate reduction the sectoral shadow economy have
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declined considerably. The rest of the firms believe no effect at all has existed. We can
conclude that the three fourth of the firms think it has helped to some extent.

Missing
1,77%

None
26,22%

Some amount
48,78%

Graph 55: The Effect of the Reduction in VAT Rates in the Textile Products on the Sectoral Shadow Economy

The PRA personnel are asked a similar question. They are asked whether they think tax
rate reduction would help reduce the size of the shadow economy. Only 14% of the PRA
personnel answering the question do not think it would affect at all, which is quite lower
than the percentage in the firms. However, about 86% of them think it would be effective
in fight against the shadow economy.

Missing
2,39%

No effect
14,36%

effects a little
41,62%

Graph 56: The Likely Effect of a Tax Rate Reduction on the Shadow Economy

The PRA together with some other government institutions has prepared an "Action Plan of
Strategy for Fight against Informal Economy (2008-2010)". This plan determines the targets
in fight with the shadow economy, concrete actions to reach these targets, responsible
institutions to take these actions and the performance criteria to evaluate how successful
the plan’s implementation is. It is important to have such plan as it is the first and the more
comprehensive plan ever. However, to evaluate the success and even the determination
of the governmental institutions to implement the plan some time is needed.
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Policy-relevant Findings

The policy recommendations are evidenced by the findings which are now summarized.

The main characteristics of the firms and the PRA personnel are as follows:

The textile sector is mostly composed of the “micro”and “small”firms.

About 30% of the firms interviewed are exporters. This percentage of openness is
not low.

About one fourth of the firms borrow from the banks continuously, implying a
good link with the financial system. One fifth use self financing.

More than half of the firms interviewed both produce and trade.

The firms are well aware of the importance of having own brands. As the firms
succeed in this the issues the sector face such as inadequate demand, fluctuations
in demand will be marginalized.

The textile sector’s dependence on the government incentives is high.
The educational attainments of the PRA personnel are high.

The PRA personnel’s working years in the PRA are long.

The main issues the firms and the PRA personnel face with respect to work environment
are as follows:

The main issues the firms face are tax burden, fluctuating demand and the thread
posed by cheap imports.

The burden on employment is considered to be fifth issue and the sectoral shadow
economy as the sixth issue. Although the burden on employment is an issue
frequently cited it is ranked relatively behind. This implies that at the time during
which the effects of the global economic crisis have been felt considerably, the
issues related to demand have become more important ant that the sector has
already solved the issue of high burden on employment by increasing informal
hiring. Itis important to note that about 15% see sectoral shadow economy as one
of the first three issues they face, implying for some firms it poses some thread.

When we take the sectoral shadow economy as being an issue together with
the imitated goods as an issue we can conclude that the sector’s consciousness
about the harms given by the illegal activities has been increasing, providing better
environment to fight the shadow economy.

Those citing imitated goods and sectoral shadow economy as issues are mostly the
firms successful creating their own brand names.

As mentioned above, the sector’s dependence on the government incentives is
high. Yet, they ask for more incentives. They state the priority in government policy
should be incentives. More than one fourth asks for tax incentives. This implies that
the tax burden is perceived to be quite high.

The PRA personnel list low wages and salaries, heavy workload and physical
conditions of the workplace as important issues. These factors affect job satisfaction
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of the PRA personnel negatively and increase their tendency to engage in unethical
behaviors.

e ThePRA personnel’srankings of frequent changes in tax regulations and inadequate
information flow on these changes should be taken very seriously as these rankings
imply the honest taxpayers would find it more difficult to comply with the tax
laws.

The following issues raised by the firms with respect to inspection units of the Revenue
Administration need attention:

e The taxpayers mostly do not encounter with the high-ranked central auditors so
response rate to the question about the deficiencies they possess is low. Those
answering the question state that looking for excuses to issue fines, acting as if
the taxpayers were guilty beforehand, and not being fair-minded are the main
deficiencies they possess.

e The deficiencies the tax auditors possess follow the deficiencies of the high-ranked
officials very closely.

e Even though the rankings of the openness for bribes and gifts are ranked behind
the percentages they have are not low. The measurements to curb these behaviors
would help the public perceptions of the government and the tax administration
to be adjusted positively.

e Income and social status are seen the most important bases of the discriminatory
behaviors of the tax auditors.

e As for the inspection officials, sullenness, being rude, disrespectful and smarty are
ranked the third and the fourth important deficiencies. Some improvements such
as reduction in workload, educating them on the manners could be undertaken
easily and yet help considerably to change the public view.

e One other important finding is that openness to bribes and openness to gifts
become more important deficiencies of the inspection officials compared with the
tax auditors. Since the interactions between the inspection officials and taxpayers
are more frequent this finding suggests that the corruption perception of the
taxpayers on the Revenue Administration would be affected more negatively. Thus,
some improvements on the ethical behavior of the inspection officials are urgently
needed.

e Gender based discrimination claims against the inspection officials are more
prevalent.

e The firms see that the most important deficiency the managers of the tax offices
is acting as if the taxpayers were guilty right at the beginning. The second most
important deficiency is inadequacy in managing and directing the PRA personnel
in the local tax office.

The following are prominent points the firms and the PRA personnel make in their
evaluations of the tax offices:
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"Delays in processing documents’,“too many steps for each task”and “inadequacies
in advising and directing” are listed as important deficiencies. “Too many steps
for each task” could be result of both the complexity of the tax system and the
bureaucracy in the tax offices. Some improvements could be achieved easily by
reducing the red tape.

It is observed that the need to go to tax office in person has been greatly
reduced.

Interestingly, “too many steps for each task” is ranked the first deficiency the
firms encounter in the tax offices. It is ranked the second important deficiency
by the firms. This implies that work flow or completion is too slow even the PRA
personnel feel uncomfortable about it. It increases workload of the PRA personnel
which seems to be considered as an important issue in the workplace by the PRA
personnel.

The PRA personnel see inadequate number of PRA personnel as the first and
inadequate training of the PRA personnel as the fifth issue. By increasing the number
and the quality of the in-job training programs and by providing information on
time about the changes in regulations the PRA can alleviate the issue.

The PRA personnel’s ranking of “misbehavior the taxpayers encounter” indicates
that there is a problem. They rank it as the third among the important issues. Some
management measurements and training the PRA personnel about the importance
of the taxpayer satisfaction can help alleviate the problem.

As for the PRA personnel’s evaluation of the sources of the perception toward the Revenue
Administration, the followings can be listed:

The PRA personnel accept that the public have the perception that the PRA
personnel tend to receive unlawful benefits.

They state that the main source of this perception is that the public do not
differentiate the PRA personnel of the PRA from other government officials and
think that they are corrupt, too. However, about one third of the PRA personnel
interviewed accept that some of the PRA personnel have the tendency to receive
unlawful benefits.

The PRA personnel think that the taxpayers offer to provide unlawful benefits
because they think that these practices are common in the public offices.

The PRA personnel accept that the taxpayers offer to provide unlawful benefits
although these offers are infrequent.

The PRA personnel think that most of the discriminatory behavior requests are
based on closeness to governing party or parties. To the firms the basis of the
discrimination taking place is richness (income). That is, the PRA personnel mostly
base their discriminatory behavior on the taxpayer wealth.

The attitudes of the firms and the PRA personnel toward tax evasion and informal hiring
can be summarized as follows:
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e More than half of the firms think that tax evasion is “understandable” when the tax
system and the government spending are considered.

o 45% of the PRA personnel find tax evasion “understandable”.

e The firms and the PRA personnel also find informal hiring “understandable’, and the
percentages are close to finding tax evasion understandable.

o We observe there are relationships between attitude toward tax evasion and
preferring activities such as spending on charities and creating more employment.
This implies that as the corruption in the government offices is reduced and the
efficiency of the government spendings is increased tax evaders would encounter
the public’s condemnation more.

The firms and the PRA personnel underline the following issues and points on the tax
system:

e The firms and the PRA personnel reach quite an agreement on the excessiveness
of the tax burden. 90% of the firms and 70% of the PRA personnel think that the tax
burden in Turkey is too heavy.

e The firms and the PRA personnel think that the burden on employment is also
high.

e The percentage of the PRA personnel believing that using loopholes tax liabilities
could be reduced is higher than that of the firms; 61% compared with 46%.
This indicates that as expected the PRA personnel who are likely to have more
knowledge on the tax laws are more aware of the loopholes. However, 46% cannot
be considered low.

e The firms and the PRA personnel think that there are improvements in undertaking
the tax matters.

e The firms think than the PRA personnel in the local tax offices make the tasks easier
and are more polite. Likewise, the PRA personnel think that the taxpayers have
become more careful and knowledgeable on their tax matters. They also state
that they observe some reduction in the taxpayers’ requests for discriminatory
behaviors. Still, the issues such as queues and delays in processing documents call
for some improvements in the local tax offices.

e The percentage of the firms thinking that the PRA personnel follow the changes in
tax regulations well enough is low. The PRA personnel believe that in-job training
is inadequate.

e |t is found that automation has helped reduce the workload but some PRA
personnel state that there are system malfunctions causing congestion. Training
of the PRA personnel and providing the taxpayers some more information on the
developments in automation would help.

e Most of the PRA personnel state that they focus on the taxpayers needs and try
to get expected outcome. 63% of the PRA personnel think that the officials in the
local tax offices aim to obtain taxpayers’satisfaction. Definitely, there is some room
for improvement.
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Itis found that most of the taxpayers do not direct any objections to extra tax liabilities and
the fines issued after inspection and choose to pay them. This indicates that tax evasion is
common and that the auditing as is efficient. If not these but the taxpayer’s hesitation in
taking the case to the court is driven by the fear of further inspection this would damage
the attitude toward government.

The firms and the PRA personnel are asked about the sectoral shadow economies, the
causes of and solutions to shadow economy in Turkey. Below are the important findings:

e Both the firms and the PRA personnel think that the shadow part is the biggest in
doctors-lawyers group. The (other) service, real estate, jewellery and construction
are seen the sectors in which the shadow parts are big.

e To the firms, tax burden, economic crises and unjust tax system are important
factors giving rises to the shadow economy. Corruption and inadequate auditing
are listed as the sixth and seventh in ranking. In general, the firms link the existence
and the size of the shadow economy to taxation issues and economic conditions.

e To the PRA personnel, inadequate auditing and a naive penalty scheme together
with perceived tax burden are seen most important factors giving rise to the
shadow economy. This result could be due to the PRA personnel’s sensitivity to
taxation issues and the fact that the auditors constitute high share of the PRA
personnel sample.

e Accordingtothe PRA personnel a more just tax system s the key to reduce the size of
the shadow economy. Reduction in tax rates and establishing special mechanisms
to fightimportant fields of the shadow economy are seen other important ways to
fight the shadow economy. This is in line with the Strategic Plan recently prepared
by the Revenue Administration.

e Increase in social consciousness and prevention of corruption together with
increase in clearness and simplicity of the tax system are other important ways to
fight the shadow economy as ranked by the PRA personnel.

e Reductionin tax rates is cited frequently as a way to fight the shadow economy. The
firms believe that VAT rate reduction has helped reduce the shadow economy in
the textile sector. The PRA personnel believe that tax reduction would be effective
only to some extent in fight with the shadow economy.

Policy Recommendations

The following set of the policy recommendations are related to the principles of the
ethical behavior. To benefit from the principles of the ethical behavior in fight against the
shadow economy, they should be put in practice and utilized to increase the taxpayers’
compliance. Needless to say that the task is cumbersome. There are two sides to it. Firstly,
it requires some legal framework. Secondly, and more importantly, it requires society’s
sincere support. When we say the society we do not mean the public or the taxpayers
and exclude the officials. If the principles are followed in the governmental institutions
as just a legal requirement and not internalized by the public officials then neither do
the government institutions succeed nor does the society extend its helping hand. The
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principles of ethical behavior should be perceived by the public and the public officials as
necessities such as oxygen and water.

The legal framework on the ethical behavior has been set up in Turkey. This is one step
further. However, what is needed is not “legislation ethics” but “live ethics” obeyed by the
public officials and watched by the society.

The Ethics Commission of the Ministry of Finance was established in May 2005 as
mandated by the article 29 of the Regulation on the Principles of Ethical Behavior of the
Public Officials and Application Procedures and Essentials. According to the information
provided on the Ministry’s webpage the commission consisting of 10 officials from different
units of the Ministry aims to establish and develop ethical culture, to advise and direct
about the problems the PRA personnel face with about the principles of ethical behavior
and to evaluate ethical practices. Again, in accordance with the legal mandates, in August
2006, “the Principles of Ethical Behavior” was listed as one of the topics the promoting
PRA personnel would be lectured. The webpage also state that some questions on the
principles of ethical behaviors are asked in the exams the promoting PRA personnel take.
One of the PRA personnel was sent to Ethics Council to get “Ethics Lecturer”training.

In accordance with the Law 5345 and article 4, one of the duties of the PRA is to prepare the
principles of the ethics and announce it to the public and the PRA personnel. Unfortunately,
the PRA have not undertaken this task yet. However, it has an ethics commission composed
of three members which operates under the command of the vice president of the PRA.

The policy recommendations are classified into three categories: Those related to the PRA,
those related to the taxpayers and those related to Ethics Council. Of course, there is some
transitivity between the categories.

A) Recommendations to the PRA

1. There should be some improvements that will help the PRA personnels views on their
occupation and the institution (PRA) to change positively.

e Salaries and wages should be increased. Low salaries and inadequate payments
for extra responsibilities are listed by the PRA personnel as important issues they
face. The fairness of the salaries and wages should also be observed. If there
are huge gaps in salaries of the PRA personnel undertaking the similar jobs the
PRA personnel’s satisfaction and harmony will be lost. Increase in salaries and
closing the gaps in salaries will improve the PRA personnel’s performance and
job satisfaction and fewer PRA personnel will have tendency to receive unlawful
benefits. The findings suggest that at least there is perception that some of the
PRA personnel have tendency to receive unlawful benefits. Some betterment in
the PRA personnel’s salaries would help reduce this tendency.

e Fairness in promotions and in assignments of responsibilities should be observed.
SomePRA personnelcomplainfrom mandatoryrotation, arbitrarinessin promaotions,
appointments outside provinces. The reason behind mandatory rotation in the
positions such as managers, vice managers and tax auditors is to prevent the PRA
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personnel from being local and getting corrupted. Still, arbitrariness in rotation
should be avoided.

The PRA with a new code has designed work flows. However, heavy workload and
many steps for each task are being identified important issues the PRA personnel
face. Hence, by analyzing work procedures some changes would improve the
situation and help reduce the workload.

Some attention should be paid to works that improve attachment of the PRA
personnel to the institution. These works can be undertaken by the managers and
do not require heavy budgets. Fairness among the PRA personnel and rewards to
jobs well-done play important roles in this task. Instead of ignoring small success
stories, sending plain “thanks” to the PRA personnel would encourage them and
attach them to the tax offices.

Physical environment is listed as one of the first issues by the PRA personnel and
ranked as the third. This would enhance daily work stress of the PRA personnel.
Working environment should be improved.

Some works should be undertaken to remake the PRA's image.

This study reports that, according to the PRA personnel, media is not at the top
of the list as the source of the negative attitude toward the PRA. Yet, it could be
utilized to remake the PRA's image.

There are some roles that public relations can play in remaking the PRA's image
but actual reduction in unethical behaviors is what is needed. This requires that the
institution do not tolerate any unethical conduct of the PRA personnel.

. The bureaucracy or red tape should be eliminated.

13% of the PRA personnel list changes in the work flow as an issue and 8% list
arbitrariness in the daily workload as an issue. Simplifying tax regulations as one of
the general policy recommendations is beyond this report interest. However, simple
changes in the workplace would help reduce work stress of the PRA personnel.

Itis also important not to exaggerate the task and carry the responsibilities too far.
The regulations forcing the PRA personnel to act picky on trivial matters should be
eliminated.

"Requests from the managers outside the work’s nature”is listed by 9% of the PRA
personnel as an issue. We do not know the nature of these requests. However,
reductions in requests that are arbitrary and outside the work’s requirements would
help reduce work stress.

As mentioned above, in accordance with the Law 5345 the PRA should prepare and
announce the principles of the ethics.

This is an important task waiting for an immediate care of the institution.

The existence of the Ethics Commission of the PRA should be announced via
institution's documents and internet and its functionality should be enhanced.
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5. The PRA should not tolerate any misconduct.

e This is an important issue in every government institution. The institution should
distance itself from the PRA personnel engaging in unethical conducts.

e FEvery misconduct should be investigated no matter who it is engaging in such
activities.

6. The principles of the ethical behaviors should not be ranked.

e Bribery is unethical behavior so is being rude and impolite. Some are just related to
manners, others are punished severely. However, the PRA personnel’s compliance
to all the principles is important.

7. The technology should be utilized more.

e The PRA utilizes the technology. However, more improvements would decrease
the taxpayers’ contacts with the PRA personnel. This alleviates workload of the PRA
personnel and help decrease some unethical behaviors.

e The technology can be utilized in order to monitor activities of the PRA personnel.
B) Recommendations related to the taxpayers

Compliance with the principles of the ethical behavior has the personel and taxpayer
sides. Thus, the questionnaires of this report have been prepared to allow to unveil both
sides of the story.

1. Itis important to improve tax ethics.

e As discussed in detail in the related sections of this report, more than half of the
taxpayers find it understandable to evade taxes. This ratio is about 44% for the
personel.

e Complianceisnotjustabout reductionsin the tax rates, increase in auditing rate and
the penalty scheme. It requires complete change in the society’s mind and care. Itis
important to have changes such as reduction in waste in public sector but placing
the principles of the ethics seems more important to increase compliance.

2. The financial advisors and accountants are mediators between the Revenue
Administration and the taxpayers. Their contributions are vital for establishment of the
principles of the ethical behavior.

e The financial advisors and accountants should be educated on the principles and
utilized as natural allies.

e They should be utilized to educate and direct the taxpayers about the principles
and their importance.

e Some of the PRA personnel state that some well-known accountants demand
discriminatory behaviors from the PRA personnel in the tax offices and, more
importantly, get what they want. This also harms competition among the
accountants since those with some extra privileges would find more customers.
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Campaigns to increase taxpayers’ compliance with the principles of ethical behavior would
enhance conciousness of the taxpayers.

e The PRA has campaigns to encourage taxpayers to pay taxes. It should have some
campaigns reminding to comply with the principles of the ethical behavior. Bribery
can be initiated by both personel and the taxpayers.

e “Requests from the taxpayers for discriminatory implementation”is ranked as the
ninth issue by the personel. Taxpayers should be informed that such requests
would diminish the service quality they receive anda re damaging in the long run.

The perception of the taxpayers on the conduct of the ethical behaviors in the PRA should be
addressed.

e The bases of the perceived causes of discriminatory behavior should be analyzed.
This report provides information on this and the PRA should be aware of the reasons
behind these concerns.

Taxpayers should feel that they are welcomed in the local offices of the PRA.

e Deficiencies of the offices of the PRA such as delays in processing documents and
many steps for each task would force taxpayers to look for ways for discriminatory
behavior. If some taxpayers see that others do not wait and can pass through the
counter and finish up their tax matters they start to search for ways to do the same
thing.

C) Recommendations to the Ethics Council:

1.

The Council should be in close contact with the PRA and encourage it to prepare their
own principles of the ethical behavior.

e Asmentioned above, there is urgent need to have such document in an institution
such as the PRA which is concerned with effective and compliant financial
relationships between citizens and the state.

The PRA personnel should be educated on the importance of the principles of the
ethical behavior.

e The seminars on the principles should be given by the professionals and should
not be considered just as fulfillment of legal requirement.

e Fach one of the principles of the ethical behavior is important. They should not be
ranked. However, as discussed in the text, all of the PRA personnel do not share the
same risks for each of them. Thus, instead of giving the same “package” training on
ethics, the employees should be divided into different risk groups and are given
different lectures.

e The principles of the ethical behavior should be introduced as a way to obtain not
only job satisfaction but also happiness in life as the PRA personnel spend at least
one third of his time in the office.
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3. The interaction between government institutions with respect to ethical behaviors.

e Asdiscussed in the text, taxpayers' perception of the PRA and its personel is greatly
affected by the perception on the other government institutions. This indicates that
good governance in all institutions is vital to change perception of the taxpayers.

The shadow economies exist and grow both in the developed and the developing
countries. We can talk about minimizing the shadow economy not eliminating it. That
is, there is an optimum size of the shadow economy in every economy just as there is an
optimum size of government. Applying the economic theory for the case at hand we can
say that the struggle to curb the shadow economy should continueuntil the marginal
benefit of the reduction in the shadow economy gets equal to the marginal cost of the
fight against it. Everybody agrees that the shadow economy is an issue that should be
addressed. Its causes are many from fiscal to social ones. The fight against the shadow
economy requires diverse actions to be taken. Lastly, it is used as a catchphrase for all
anomalies in the economy. It is important to realize that the shadow economy is not the
devil giving rises to all economic and social problems, and thus it is not logical to expect
that when its size is reduced to a minimum other economic and fiscal issues will then be
resolved.
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APPENDIX-1: FIRM QUESTIONNAIRE

This survey is conducted to provide some guidance to the work of the Ethics Council and
funded by the Council of Europe. The identities and views of the participants of this survey
will in no way be publicized. We thank for your participation and for your special attention
to the issue.

Prof.Dr. Cogkun Can AKTAN - Assoc.Prof.Dr Fatih SAVASAN

Dokuz Eyliil University Usak University

1. Yourage?
2. Your gender?

O Female O Male
3. Level of education?

O Literate O Two-year college

O Elementary O BA

O High School O Graduate Study

4, How many employees are working in your firm? ...............

5. Does your firm export?

O Yes O No

6. How often do you borrow from the banks?

O Never O Seldom O Often

7. Which one of the followings best describe your firm’s production and trade structure?

O Production and wholesale

O Production, wholesale and retail sale
O Wholesale and retail sale

O Retail sale
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8. Which one of the followings best describes your production structure?

O Firm has a brand
O Brand and production for other firms

O Production for other firms

9. Please cite the first three issues the sector faces (write down 1., 2., and 3.)

O Ups & downs in demand O Excessive tax burden

O Low capacity utilization O Bottlenecks in inputs

O Unfair competition with cheap imports O Theissues encountered in transportation-
O Imitated products freight

O shadow partin the sector O Activities and demands of labor unions
O High social security burden O Inadequate support from the sector reps
O Inadequate R&D O Shortage of skilled workers

Other (P1ease SPECIfY): ..owmrrsorssrssesesssesorse

10.Do or did you benefit from any government incentives energy, social security employer
premium etc.)?

O Yes O No

11.Which one of the followings do you think more risky?

O Informal hiring
O Tax evasion
O Bribing

12.(If your firm has encountered) what is your perception about tax auditors’ stand on
bribery?
O None accepts bribe.
O Afew accept bribe.
O Most of them accept bribe.
O Almost all accept bribe.

13.(If your firm has encountered) what is your perception about tax auditors’stand on gift-
giving?
O None accepts gifts.
O Afew accept gifts.
O Most of them accept gifts.
O Almost all accept gifts.
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14.Cite three most important deficiencies tax auditors possess (write down 1., 2. and 3.).

@)

00000 O0O0

They act as if everyone is guilty

They look for excuses to issue fine

They act rudely, disrespectfully and seem smarty
They do not listen to our explanations

They are not fair-minded

Sullenness

They act as if they are open for bribe

Gift-taking

Other (Please specify): ...

15.0n which ground do you think tax auditors discriminate most?

O They do not discriminate O Race

O Language / tongue O Native-alien

O Religion-sect O Sex

O Ppolitic ideology O Income

O Closeness to the governing party O Social status quo (being prestigious
person around)

Other (Please SPeCify): ...

16.(If you encountered with someone from the tax inspectors board, high ranked tax
inspectors, and income controllers) identify three most important deficiencies they
possess (write down 1., 2. and 3.):

000000 O0O0

They act as if everyone is guilty

They look for excuses to issue fine

They act rudely, disrespectfully and seem smarty
They do not listen to our explanations

They are not fair-minded

Sullenness

They act as if they are open for bribe

Gift-taking

Other (Please specify): ...
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17.Please identify three most important issues you encounter during routine controls of
inspection officials (write down 1, 2., and 3.).

@)

0000000

They act as if everyone is guilty

They look for excuses to issue fine

They act rudely, disrespectfully and seem smarty
They do not listen to our explanations

They are not fair-minded

Sullenness

Act as if they are open for bribe

Gift-taking

Other (Please specify): ..o

18.0n which ground do you think inspection officials discriminate most in their routine
checks?

O No discrimination O Race

O Language / tongue O Native-alien

O Religion-sect O Sex

O Politic ideology O Income

O Closeness to the governing party O Social status quo (being prestigious

person around)

Other (Please SPECify): ..o

19.What is the most important deficiency the managers and vice managers of tax offices
pOssess?

0000000 O0

Discrimination in their job against taxpayers

They act as if they are open for bribe

Gift taking

Inadequate knowledge on their jobs

Deficiency in managing and directing their PRA personnel
Lack of respect to taxpayers

They act as if taxpayers were guilty

Misuse of their discretion power

Other (Please specify): ....eerversee
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20.Where or from whom in the tax offices do you encounter the behaviors such as

discrimination and gift taking most?

O From officials in tax offices

O From the managers or vice managers in tax offices

O During inspections of tax auditors

O During routine controls of inspection officials

O Other (Please specify):

21.Which type of tax do you think is evaded most?

O Personal Income Tax

O Corporate tax

O var
O Excise tax

O Other (SPeCify): o

22.How often do you or your representative need to go to tax offices in person?

O Never

O Seldom
O Often

O Very often

23.Please identify three most important deficiencies the taxpayers encounter in tax offices

(write down 1., 2.and 3.)

O Delays in processing documents O Inadequate number of officials

O Losses of documents O Inadequate knowledge of PRA personnel
O Queues O Misbehaviors of officials

O Many steps for each task O Inadequate advising and direction

O Other (Please SPECITY) Lo

24.When additional tax liabilities any penalties we

re issued following inspection (If any),

what was your reaction to it? (You can mark more than one choice)

| paid
| looked for settlement and settled down

| took the case to the court and | won

| took the case to the court but | lost

000 O0O0

244
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25.Do you think the reduction of VAT to 8% helped fight against shadow part in the
sector?

O Did not affect
O Helped little
O Helped considerably.

26.What do you think the priority in the sectoral policy of the government should be?

O General incentives (free land, energy, O Know-how and guidance
cheap raw material etc)) 0 Export incentives

O Taxincentives O Issuance of standards in Import

@] Redu;tlon |n.employers share of social O support for developing brand names
security premium

O Establishing link between tax reduction O Other (Specify):..............
and employment creation

27.Please identify three sectors in which shadow part is big (write down 1,2, and 3.)

O Service (restaurant, hairdresser, O Food production
entertainment, hotels etc) O Agricultural  production  (agriculture,
O Doctors, lawyers forestry, hunting, fishery)
O Textile production O Mining
O Readymade O Transportation-Freight
O Construction O Telecommunication
O Jewellery O Real Estate
O Furniture- decoration O Other (Please LY o1CTal1 1Y) HN—

28.\What are the three most important factors giving rise to shadow economy (write down
1,2,and 3)

O Existence of small sized firms O Complexity of tax codes

O Bureaucracy- a lot of paper work O Injustice in taxation

O Economical crises O Inadequate guidance for taxpayers
O Cash usage in transactions O Inadequacy of public services

O Excessive tax burden O Corruption in public offices

O Penalties are naive O Struggle of the firms to survive

O Inadequate auditing O Other (Specify): ..
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PLEASE CODE: Definitely agree: 1 Agree: 2 Undecided: 3 Disagree: 4 definitely
disagree: 5

“When | take tax system and public expenditures together | find tax evasion understandable”

“When | take social security burden and rough competitive environment | find informal hiring
understandable”

‘I know no one around me who never evades taxes”

“| think people who evade would most likely get caught”

“Tax penalties are powerful enough to deter tax cheaters”

“| condemn those who evade taxes”

“When | consider the taxes | pay as a price for the services | get from government such as
infrastructure, education, and defense | can say this is a fair trade”

“Informal hiring is more immoral than evading taxes”

“| think helping the poor, constructing mosques and water fountains or supporting soup kitchen
for the poor are preferable over paying taxes”

“Creation of more employment opportunities is preferable over paying taxes”

“I know no firm which never employs informally”

“Tax regulations are too complex”

“Tax burden is too heavy”

“The burden on employment is too high”

“I think it is very easy to reduce tax liability by benefiting tax loopholes”

‘I find easier to handle taxation matters now more than ever”

“Officials are more polite and helpful now more than ever”

“| think the officials in tax offices deserve their salaries”

‘| think the officials in tax offices possess adequate occupational knowledge”

“| think the officials in tax offices possess adequate occupational skill”

“| think the officials follow the regulation changes closely and carefully, and hence, aware of them”

“| think the officials in tax offices are good enough in public relations”

PLEASE DO ADD ANY COMMENT YOU THINK DESERVE ATTENTION ON THE MATTERS OF
THIS SURVEY:
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APPENDIX-2: PRA personnel QUESTIONNAIRE

THE SHADOW ECONOMY

This survey is conducted to provide some guidance to the work of the Ethics Council and
funded by the Council of Europe. The identities and views of the participants of this survey
will in no way be publicized. We thank for your participation and for your special attention

to the issue.

1. Yourage?

2. Your gender?

Prof.Dr. Coskun Can AKTAN - Assoc.Prof.Dr Fatih SAVASAN

Dokuz Eyliil University

O Female O Male
3. Education Level?
O Elementary O Vocational
O High school O Bachelor
O Graduate

4. Year in employmentin PRA? ...

Usak University

5. Please rank three most important problems related to your occupation (Please write

down 1, 2.and 3.)

O Physical environment in the workplace

O Low salary

O Heavy workload

O Requests from the managers outside the work’s nature

O Requests from other government institutions

O Arbitrariness in daily routine and workload distribution

O Frequent changes in daily work plans and flows

O Requests from taxpayers for discriminative implementation
O Arbitrariness in promotions

O Frequent changes in tax regulations

O Inadequate information flow on the changes in tax regulations
O Other (Please specify):
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6. To what degree do you think the public shares the view that the PRA personnel are
open to receive some unlawful benefit?

O None shares it

O Very low percentage share it

O High percentage share it

O Very high percentage share it

7. (If you did not check "none” above) why do you think the perception that the PRA
personnel are open to receive unlawful benefit is shared by the public to some
degree?

O
O

O 00O

Tendency of some of the PRA personnel to receive some unlawful benefit

The public does not distinguish our institution from the other government
institutions in which these practices are perceived to be common.

Inadequate transparency in tax offices due to work’s nature it undertakes
Inadequate transparency in the procedures the office undertakes
Exaggerated news in media

Other (Please specify):

8. (If you did not check “none”) What do you think the main reason behind the taxpayer’s
offer to provide the PRA personnel unlawful benefits or gifts?

O
O

Belief that it is very common in the government institutions

Impression some PRA personnel’s behaviors declare that they are open for these
kinds of offers

Perception that there is inadequate surveillance in the tax offices for these types of
conducts

Belief that tax regulations provide the PRA personnel some elasticity in tax
matters

Other (Please specify):

9. How often do you think taxpayers offer gifts to the PRA personnel?

O
O
O
O

None
Infrequently
Often

Very often
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10.How often do you think taxpayers offer bribes to the PRA personnel?

O None

O Infrequently
O Often

O Very often

11.Please rank the factors that increase taxpayers’ compliance costs (write down 1.2.and
3)?
O Provision of unlawful benefits to the PRA personnel
O Accounting costs
O Attorney wages
O Personnel costs
O Inadequate clearness, comprehensibility and simplicity in tax regulations
O Too much time to undertake tax matters
O Other (Please specify): ...eeererriee

12.0n what ground do taxpayers ask for discriminatory behavior most?

O No discrimination requests O Race

O Language / tongue O Native-alien

O Religion-sect O Sex

O Politic ideology O Income

O Closeness to the governing party O Social status quo (being prestigious

person around)

Other (Please SPECify): ..o

13.How often do you think taxpayers need to go to the tax offices in person?

O Never

O Infrequently
O Often

O Very often

14.Please identify three most important deficiencies in the tax offices (write down 1., 2.
and 3).

O Delays in processing documents O Inadequate number of officials

O Losses of documents O ' Inadequate knowledge of PRA personnel
O Queues O Misbehaviors of officials

O Many steps for each task O Inadequate advising and direction

O Other (Please SPecify) ...........cccceeeeee e
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15.7To your experience, identify first three sectors in which the shadow part is big (write
down 1., 2.and 3.).

Service (restaurant, hairdresser, entertainment, hotels etc.)

Doctors, lawyers

Textile production

Readymade

Construction

Jewellery

Furniture- decoration

Food production

Agricultural production (agriculture, forestry, hunting, fishery)

Mining

Transportation-Freight

Telecommunication

Real Estate

0000000000000

Other (Please specify): ...

16.What are the three most important factors giving rise to shadow economy (write down
1,2, and 3.).

Existence of small sized firms

Bureaucracy- a lot of paper work

Economical crises

Cash usage in transactions

Excessive tax burden

Penalties are naive

Inadequate auditing

Complexity of tax codes

Injustice in taxation

Inadequate guidance for taxpayers

Inadequacy of public services

Corruption in public offices

Struggle of the firms to survive

O 0000000000000

Other (Specify): e
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17.7To your experience, which type of tax do you think is evaded most?

O Personal Income Tax O VAT
O Corporate tax O Excise tax

O Other (SPeCify): e

18.Do you think reductions in tax rates help fight the shadow economy?

O
O
O

Do not help
Help little
Help considerably.

19.What are the three most important ways to reduce the size of the shadow economy in
Turkey (write down 1, 2.and 3.).

0000000000 O0

@)

No measures are needed, it goes down as economic development is achieved.
Reductions in tax rates

To have flat rate in income tax

Changes in taxation to have more just tax system

Reduction in bureaucracy

Reduction in burden on employment

To make the tax system more clear and comprehensible

Increase the social consciousness about costs of shadow economy
Increase the efficiency of government spending

Prevention of corruption

To take some measures to improve attitude toward government

To develop some mechanisms to fight important types of shadow economic
activities.

Other (please SPecify): ..
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Definitely agree

Agree

Undecided

Disagree

Definitely disagree

20. “When | take tax system and public expenditures together | find tax evasion
understandable”

21."When | take social security burden and rough competitive environment | find
informal hiring understandable”

22.“Everybody evades taxes”

23."| think people who evade would most likely get caught”

24."Tax penalties are powerful enough to deter tax cheaters”

25."The society condemns those who evade taxes”

26."When we consider the taxes paid as a price for the government services such
as infrastructure, education, and defense we can say this is a fair trade”

27."I believe that tax monies are spent efficiently by the government”

28."Informal hiring is more immoral than evading taxes”

29. ‘| think helping the poor, constructing mosques and water fountains or
supporting soup kitchen for the poor are preferable over paying taxes”

30. “Creation of more employment opportunities is preferable over paying taxes”

31."l know no firm which never employs informally”

32."Tax regulations are too complex”’

33."Tax burden is too heavy”

34."The burden on employment is too high”

35."think it is very easy to reduce tax liability by benefiting tax loopholes”

36."I think it is easier for the taxpayers to handle tax matters now more than ever”

37."The taxpayers'requests for discriminatory behaviors are decreasing”

38."The taxpayers are more careful about tax matters now more than ever”

39."I believe that | fully deserve the paycheck | receive each month for my service”

40."| believe that | have adequate occupational knowledge”

41."The Revenue Administration give necessary in-job training adequately”

42. 'l think the tax regulations are clear and comprehensible not to give
opportunities for discriminatory behavior”

43."| think the PRA personnel are well-trained in public relations”

44."| feel reduction in workload due to automation”

45. "The additional payments are good enough for extra responsibilities |
undertake”

46."| think the taxpayer have more knowledge in their taxation matters”

47." observe the taxpayers' needs and | work to get expected results”

48. "The PRA personnel aims taxpayers’satisfaction”

49. "Taxpayers' secrets are protected, the information on their income and tax
matters are kept secret unless there are rules in tax regulations to disseminate it”
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EXECUTIVE SUMMARY

The study was conducted in order to find out the level of the social perception of public
ethics, tofind outthe social barriersin creating an administration based on ethical principles,
to find out the present role of the public institutions, media, educational institutions and
civilian institutions in the making-up the ethical codes and settings to be improved.

The power of culture on ethical codes also affects the perception of ethics in public
administrations. Through this study, there are two dimensions analyzed; which is the
mission imposed on the public administration by the people at large, and the perception
of public officials (in the part on society the data on public officials were obtained by
asking the sector of employment as part of the demographic data and this is given under
the heading of society). Drawing on the literature review, the frames of the field study was
set. The study included students and parents living in Ankara Istanbul and Kars. Besides,
members of Non-Governmental Organizations (NGO) as well as the media were included
in the study with semi-structured open ended interview questions.

In the part of society’s perception of public ethics, the level of adopting the ethical
principles and the factors influential in this, were dealt with. The results of the study show
that the expectation of efficiency and productivity of the public officials by the society
are high and public officials are expected to perform their services with an understanding
of responsibility. However, it is seen that the expectations of being fair, participation and
courtesy could be flexible. The flexibility of these expectations has the risk of individual
interests to become predominant in society and of ignoring such behaviors. On the
whole, the level of adopting the ethical principles with concrete and the economic nature
is high on public officials, while those with abstract and service-related nature are lower. It
is observed that the level of knowledge in this issue is not sufficient enough.

It was found out that the primary role in the acquisition of the ethical principles belongs
to the family, school and society units. It was found out that secondary role belongs to the
media, the organization where the person works and NGOs. This signifies that the primary
groups are of great importance in the acquisition of the ethical principles; the media and
the organization where the person works are not active enough in this regard. There were
questions asked on the range between the powerful and non-powerful, the traditional
society structure and the understanding of the all-powerful state and its effect on the
application and acquisition of the ethical principles. A great majority of the participants
admitted the existence of the factors listed and they agreed on the fact that these factors
lead to favoritism, the gap between the subordinate and the superior and the fact that the
citizen are not able to question the public officials. Finally, another finding obtained in the
study is that the level of adopting the ethical principles in a public administration is lower
compared to those in private sector. Because of the low level in adopting ethical principles
for public officers there emerging a risk that this situation may cause the ethical principles
to be defined in a flexible manner.

The role of education in adopting the ethical principles in public administration is
addressed. The material in this part comes from students at three different provinces at
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different school types. When the level of “basic ethical principles dimension”is analyzed,
it is seen that the level of adopting the"democracy, respectability and trust” principle is
higher than the other principles. This situation shows that students are in the expectation
of a democratic and participative administration. However, the level of adopting “honesty

" "

and impartiality”,“informing to the authorities’,"avoiding the conflict of interests’, “receiving
gifts and the prohibition of gaining advantage’,“not using the authority to gain advantage”
and “the relations with the former public officials” are lower than the other principles. In
this context, it is observed that the participants in the study do not have the awareness of

this dimension.

In the analysis performed to see how the students acquire the ethical principles and
from whom they acquire them, it is seen that in the first place comes the family factor.
According to this result in the studies that will be conducted to create an awareness of
ethics in public administration, special emphasis should be put onto the family education
and teachers should be helped to acquire the sense of ethical principles. The ethical
awareness students will have will be enhanced in the social environments they are in and
will be on the agenda of the individuals through the media.

The media members state that they do not have an internal consistency about ethical
standards. They are of the opinion that the public officials should have the ethical principles
but when it comes to application, they do not exhibit these principles. Some reasons why
ethical principles are not adhered to are economical problems, the traditional structure of
the family and nepotism.

The NGO participants state that NGOs do not exhibit an internal consistency about ethical
standards. All of the participants are of the opinion that, about public administration
ethics, NGOs acting in a biased manner. In order for the individuals to acquire ethical
principles, the society in the first place has to have the sense of ethics and adopts this
sense and principles. They are of the opinion that the public officials should have the
ethical principles but when it comes to application, they do not exhibit these principles.
Some of the reasons why ethical principles are not adhered to are economical problems,
the traditional structure of the family and nepotism.
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INTRODUCTION

Continuous changes have been observed in the understanding of state and public
administration. Especially following the 1970s, the discussion as to the role of the state has
increased and “the new understanding of public administration” has gained priority. In
Turkey, there has been tremendous effort in the delivery of public services in an efficient
and effective manner. Creating a sense of public ethics is one of these efforts.

In this study, three main objectives have been set:

1. Tofind out the level of the social perception of public ethics

2. To find out the social barriers in creating an administration based on ethical
principles

3. Tofind out the present role of the public institutions, media, educational institutions
and NGOs in developing ethical standards.

In the main plan outlined within this frame, the study was divided into four main groups.

1. The perception of the public ethics by the society
2. The role of the education in the ethics of public administration
3. The role of media in the public administration

4. The role of NGOs in public administration

In the part of the study looking at the perception of the public ethics by the society, the
level of adopting the ethical principles to be obeyed by the state employees, demographic
variables affecting the level of adopting such as age, educational status, etc, were
explored.

In the part of the study looking at the role of education in public administration ethics, the
contribution of education to public administration ethical principles was studied through
data obtained from the questions asked to students selected in educational institutions
and from the questions asked to people in general.

In the part of the study looking at the role of the media and NGOs, the contribution
of media and NGOs to the adoption of ethical principles was explored through results
obtained from the open ended questions to media members as well as questions asked
to people in general.
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LITERATURE

Introduction

The concept of ethics is a controversial one in public administration. Although the
debates about ethics in public administration go back to the 1940s, it intensified in the
1980s (Kilavuz, 2003: 45). In its background lies the economic crises happened just before
the 1980s and the process of globalization influencing the whole world. Subsequent to
crisis, public organizations and sector were examined closely and found out that public
services and sector functioned in an inefficient manner and a new way of efficiency was
sought. Solutions discussed were reflected in the implementation in public administration
before long and a number of countries started to put the reforms into action in order to
overcome the crisis.

Good practices and positive developments in the reforms executed paved the way for
the reforms to have expansionist characteristics (Menzel, 2006:3). One of the solutions
to the process mentioned involves the reorganization and re-administration of public
administration and service processes based on the ethical principles. It could be said that
the inclusion of ethical dimension to the reforms stems from the inclination that state
and public administration should be approached within a holistic perspective, in that
state organizations are not mechanical bodies and economic crises could not only be
overcome by economical measures. Ethics in this regard makes up the intangible part of
the holistic approach towards public administration. Another need for an ethical approach
is to prevent the corruption that occurs as a result of the degeneration in the public
organizations which are in an unmanageable situation (Karasu, 2001: 242).

The Interrelationship among Ethics, Culture and Society

There is no consensus on the definition of ethics. Ethics, in one definition, is “moral
standards and rules one should follow”, while in another definition it is “system of values,
standards and principles describing and guiding how to behave correctly” (Rosenthal
and Yudin: 1997). Keeping these definitions in mind, the concept of ethics involves the
codes on what is good and bad in human behavior along with what should one do. When
the elements of ethical codes are investigated, it is observed that these codes impose
burden and responsibility on individuals, creates good will in people, affects people in
self-examining and are elements directing people with altruism, the sense of good and
evil and honor (Killioglu, 1998:114).

As seen, ethics is composed of the intangible codes that enable one to take on positive
meanings such as good, neat, true and that direct people’s behavior in these directions. The
composition of these codes is very much related to the society people live in and culture
of the society. Culture is the general name to denote what organizes the relationships
of people and nature with other elements (Cegen, 1985: 114). Ethical behavior is nested
in the culture. Culture shapes the processes of perception, thought, behavior and sense.
Culture both as an individual and an organizational entity influences the ethical behavior
of individuals. In this regard, it is possible to take ethics as a sub-dimension of culture.
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Why Ethics in Public Management? Ethics and Ethical
Approaches in Public Administration

The ethics of public administration is the form of morality within a specific organization and
fed from the organization concerned. As for individuals, managerial morality is embodied
in individuals in part before they are a member of an organization (Gilman, 2005:5). These
features are reflected in public organizations and make up managerial ethics along with
organizational culture. In the literature there are two main approaches regarded as the
philosophic roots of managerial ethics (Vries, 2002: 313-315).

According to Teleological approach, the value of an action or decision is determined
by the benefit, reliability and the success of the result obtained or expected. In terms
of this, an action is ethically correct as long as it provides benefits most. This view tries
to attain happiness for most people and distribution of happiness and benefits fairly,
while it is criticized in points where it can damage basic moral rights. On the other hand,
Deontological approach regards actions and decisions as valuable or non-valuable
in ethical terms based on quality of the thought (good will, responsibility, tasks, and
principles). Deontological approach, unlike the teleological ethics, regards responsibility
as an essence of a task or principle.

There are differing views and tendencies on the issue of which of these two approaches
are appropriate for public administration. The proponents of teleological approach hold
that because the managers should abide by the laws and should account for their actions
and decision, they will be inclined to be target-focused and will set standards towards
outcomes (Oztiirk, 2000:206). On the other hand, others hold that for public administration
and public good, ethical standards and principles are projected by deontological approach
(Nohutgu, 2004: 397). In this study these two approaches have been made use of.

There are two main sources directing the ethical behavior in public administrations. The
former of these is the universally-accepted values emerging as a result of the accumulation
of the practices on public administration in the international settings. The latter is the
values transferred from the culture of the society where the public organizations were
shaped.

Universally-accepted sources ofethicsin publicadministration comefromtheaccumulation
of successful practices. Generally-accepted managerial ethics definition encompasses
basic universal values such as consistency in managerial decisions and actions, realism,
justice, equality, neutrality, honesty, responsibility, affection, transparency (Omirgéniilsen,
Oktem, 2005:2). To respond to the expectations of the public opinion, to assure the public
good and the need for the protection of the rights of those benefiting from services and
those delivering services are the basic grounds for ethical quests in public administration
(Bertok, 1999:674).

The generally-accepted standards of managerial ethics are as the followings (Puma,
1998):
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e FEthical standards in public services should be clear and comprehendible

o FEthical rules should not contradict legal regulations

e Fthical guides and counseling should be established for bureaucrats and
politicians

e Bureaucratsandpoliticians should beinformed abouttheirrightsand responsibilities
against possible unjust actions

e Politicians should contribute to the ethical background

e Decision-making processes should be transparent and public should be informed

e Management system should be adjusted so as to combat corruption

e Management decisions and policies should be directed to enhance ethical
behavior

Cultural Resources for Ethics in Public Administration

Apart from universally-accepted norms related to ethics, the understanding of good and
evil varies according to society. This difference stems from the dynamics of the cultures and
the societies. Values transferred from culture to public administration become concerted
in two dimensions. These are the perception of state in the society and the perceptions of
state employees about themselves and about the citizens. In every society’s culture, the
understanding of state and state employee differs. In particular, the approach to individual,
the approach to rulers and the ruled shape the perception on public organizations and
employees.

Culture theories are categorized into individualist and collectivist cultures in respect
to individual behaviors. Individualist and collectivist cultures emphasize whether the
individual or society has priority (Emre, no date: 17) — see Table 1a.

Table 1a: Cultures |

Individualist Cultures Collectivist Cultures

The object of public administration is individuals The object of public administration is society

What is good for an individual is good for the general | What is good for a society is good for the general

public public
The interest of the individual comes first The good of the society comes first
State is a means State is an end

The approach to the relations between rulers and the ruled categorize the cultures into
two as cultures with low power-range and cultures with high power-range (Hofstede,
1991: 72). In this context, in the cultures with high power range, the legitimacy of the
rulers stems from their power. In such cultures, the consent towards the power is per se
and the ruler doesn't have to perform anything to get the consent. When it comes to the
cultures with low power range, the authority has to show reasonable grounds to get the
consent of those being ruled — see Table 1b.
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Table 1b: Cultures Il

Cultures with low power range Cultures with high power range

The inclination to the consent for the power is low The inclination to the consent for the power is high

Groundless power exercise is not welcomed Power is not questioned

There is an equal relationship between the state and | The relationship between the state and the citizen is
the citizens the one between the powerful and the powerless
Participation is encouraged Participation is not welcomed

The importance of the issue in ethics lies at the point where the state and the managers or
rulers are regarded as a separate class in societies with high power range. In such societies,
since power is accepted without questioning, the control of non-ethical behavior by the
citizens becomes harder.

In terms of culture, Turkey is a collectivist society and the range between the powerful and
the powerless is high. When the perception of state is examined, it is seen that (Hofstede,
1991:67-73);

e The group interests take precedence in laws.

e Public sector is more dominant than private sector.

e Fquality is above the individual freedom.

e Social cohesion and reconciliation is the most important objective.

e The state and public organizations are not means but ends.

e Power is above the truth. Whoever has the power is correct and good.

e Power is essential in order to protect family and acquaintances, to acquire
spectacular characteristics and to be able to apply sanction.

e Thereis frequent use of power in internal politics.

e State and public employees are regarded as a household head of a big family and
not questioned.

e Servicesand rules delivered by the state are regarded correct, good and fair without
questioning.

e The main task of the state is to enable the maintenance of the common good.

In public organizations the perception of the organization and state differs. In cultures
with individualist and low power range, the interest of the individual comes first. This
means that the aims of the employee come first and from the point of the citizens, the
service quality and expectation of the citizens will also come first. The basic essence is
the satisfaction of employees and the citizens. The meaning imposed on the public and
state an organization is solely due to the fact that they are offering public services (Emre,
no date: 17-18). There is no specific distinction between the ruler and the ruled, between
the citizen and public organizations. Organizations have the responsibility to account and
subordinate and citizens have the right to participate.
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In collectivist cultures -like Turkey- with high power range the state and the superior
have an important place. When the nested perception of public employees and society
examined, it is seen that (Ozen, 1996; 18-19);

e The expectation of citizens and service takes second place because what is
concerned is the good of state and society.

e The participation or intervention of citizens in service processes is not welcomed
because of the concern that citizens ask for the best — and this doesnt meet the
common good and the high power range.

e The equality provided to citizens comes at first in terms of the service quality and
service delivery.

e Secrecy is the main principle for the issues that could contradict the interest of the
state.

e The participation of the citizens in service process is low and is not encouraged.

e Accountability becomes difficult as the responsibility of the employees is
common.

Ethical measures are taken compatible with teleological approach in order to prevent the
corruption deriving from degeneration in ethical codes (Chapman, 1998:9). Degeneration
is not only experienced in the field of public administration. It is a general problem for the
society and the real reason for degeneration should be sought in the structures of the
society involved because politics and bureaucracy cannot be abstracted from each other.
Hence, the social structure should be gone over comprehensively and the malfunctioning
points should be corrected. If this is not performed, measures to be taken could have
temporary solutions but in fact will not contribute to the solution of the problem (Ergun,
2004:353).

The concrete image of degeneration in public administration is corruption. The most
common and basic definition of corruption is “the misuse of public authority for personal
interests” World Bank uses and adopts this definition (Culpan, 1980: 34). Corruption
can occur in a variety of manner such as political corruption, managerial corruption,
corruption in return for material interest and non-material interest (Aktan: 1993: 121). The
causes of degeneration can be classified as social, political, managerial and bureaucratic
degeneration, and may be identified among the following issues:

e Social problems are characterized as the dominance of primary group relations
(Berkman, 1983: 68), urbanization and social mobility, powerful state-weak civilian
society (Culpan, 1980: 40).

e The fundamental of the problems stemming from economic structure is the role of
the state in economy and the income status of public employees.

e Problems deriving from political structure come from the difference displayed
by the political cultures of the countries. For example, the social culture adopted
from the Ottoman era affects the political culture, which is a cultural barrier against
democratization and active participation and, for the New Republic of Turkey in
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general, seeking to reflect the political and administrative organizations of the West
(Berkman, 1983:47). This new administrative order transferred from the West wasn't
internalized by the society and for this reason bureaucracy became corrupted in a
short time.

e The main problems stemming from organizational structure come from
centralism, intensive hierarchal structure and slow working, malfunctioning public
organizations. In the face of these problems, citizens find themselves compelled to
find illegitimate means to have their works done (Culpan, 1980:349)

e The main problems stemming from bureaucratic structure come from poorly-
defined duty and authority limits, the lack of efficiency, politicization of bureaucracy
and the burden of delay (Tutum, 1976: 18).

The degeneration and corruption rates of nations observed and aligned in worldwide
indexes. According to 2008 corruption perceptions index, Denmark, New Zealand and
Sweden are the countries with the lowest ranks in the list. As for Turkey, Turkey is (http://
www.transparency.org/news_room/in_focus/2008/cpi2008/cpi_ 2008_table) in the 58th
place in the list. A number of studies have explored this issue in a Turkish context.

One study* was “Bribery Causes, relations among causes, weights of causes and ways to
struggle” The study set out to investigate the apparent reasons for bribery and problems
leading to these reasons and to propose solutions for them. In the study, frequent moral
problems were found out to be one of the reasons for bribery. Another study was “Bar of
Istanbul, Corruption in Judiciary” This study covered registered lawyers at Bar of Istanbul
and investigated causes and consequences of corruption in judiciary. The study pointed
out the lack of principles and values of job morale in the public sector as one of the
reasons for corruption. A further study” examined the preventions to struggle against
corruption and perception of corruption. The results of the study demonstrating the lack
of confidence in public bodies and perception of corruption in terms of institutions and
activities are of great significance.

The common findings of the studies above are the problems related to moral values. In
the roots of these problems are cultural and social problems. As stated earlier, this study
aims to put forward what these problems are and suggestions to improve the present
situation on ethics. It does so within a context in which there are legal and institutional
arrangements in Turkish public administration, but which do not appear to be working
fully effective. Some of the ethical arrangements can be listed as the following: 1982
Constitution, Code for Civil Servants, Turkish Penal Code, Declaration of property, a law
for combating corruption and bribery, laws restricting the jobs former civil servants
cannot be involved in, a law for judging civil servants, a law for establishing the Council
of Ethics for Public Service established*”. This institution was established to determine the
ethical principles (through the Regulation) and monitor the ethical applications. It also

45 Beyaz Nokta Foundation “BRIBERY” Causes, relations among causes, weights of causes and ways to struggle, Section |- Causes, Realations and
Weights , Ankara: Beyaz Nokta Foundation, 1995.

46 TUSIAD, Kamu Reformu Arastirmasl, Istanbul: TUSIAD, 2002.

47 Besides, in the second part of the law for the Establishment of the Board of Ethics for Public Employees numbered 5176, these principles were
arranged in a detailed manner. See http://www.mevzuatadalet.gov.tr/html/1373.html.
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investigates the allegations from citizens, through which individual citizens are entitled to

complain about unethical conduct and thus make public officials and institutions open to
external control in terms of ethics (Kesim, 2005: 280).
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A FIELD STUDY INTO THE ETHICAL APPLICATIONS IN THE
ORGANIZATIONS OF EDUCATION, SOCIETY, MEDIA AND
NON-GOVERNMENTAL ORGANIZATIONS

The Objective of the Study
In this study, three main objectives have been set:

1. To find out the level of the social perception of public ethics
2. To find out the social barriers in creating the administration based on ethical
principles

3. Tofind outthe present role of the publicinstitutions, media, educational institutions
and NGOs in the making-up the ethical codes and settings to be improved.

The study is based on the following assumptions;

1. In public administrations, ethical codes have two main sources; universal and
cultural ethical codes

2. State employees transfer the cultural ethical codes to their organization

3. Ethical codes as ideal structures exist but public procedures suffer from
corruption

4. Corruption in public administration arises from disagreement between cultural
codes and professional public administration codes.

5. In administrative regulations, taking the cultural setting of public administration
into account will add to the applicability of regulations.

The Method of the Study

Two quantitative approaches were used; questionnaire forms and survey forms as
follows:

1. Questionnaire form for teachers and parents
2. Questionnaire form for the students

3. Survey form for employees at media and NGOs

In the questionnaires, there are scaled question items measuring Principles of Ethical
Behavior*® as defined in “Regulations on Principles of Ethical Behavior for State Employees
and Application Procedure”. For the survey, different questions were asked to the target
population. Questions that are asked were composed of clear and unambiguous
statements. There were no directing questions. Questions were prepared in manners that
not to contain open-ended questions.

48 What is meant by principles of ethical behavior is, as stated in the second part of the Regulation mentioned above, awareness of public

service, awareness for service for citizens, adhering to service standards, commitment to objectives and mission, integrity, impartiality, esteem and
confidence, courtesy and respect, reporting to the authorized bodies, avoiding conflict of interest, no abuse of duty and authority, ban on accepting
gifts and seeking interest, in the use of public goods and resources avoiding lavishness, contrary-to-the real statements and binding explanations,
informing, transparency and participation, accountability of the managers, declaration of property and assets
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For the questionnaire part of the study, teachers, students and parents (distinguished
between those employed in the public and private sectors were included in the study
for the schools affiliated to Ministry of National Education in Istanbul, Ankara and Kars
(primary and secondary schools). Besides, for the other research the members and the
managers of the media and NGOs were chosen as samples. The demographic features
and frequency distribution tables will be presented for each ethical dimension and these
will be investigated. Table 2 reports the demographic findings in frequency distribution
for teachers and parents.

Table 2: The Frequency Tables for the Questionnaires

Frequency Percentage
Place of the Questionnaire
Istanbul 531 342
Ankara 621 40.0
Kars 400 258
Gender
Male 841 542
Female 71 458
Age
30 and below 74 4.8
Between 31 - 40 697 44.9
Between 41 - 50 686 442
51 and above 95 6.1
Educational Status
Grad. of secondary and below 563 363
High school grad. 526 339
University Grad + 463 298
Type of Organization
Public 567 36.5
Private 985 63.5

According to the Table, 531 participants are from (34.2%) Istanbul, 621 from (40%) Ankara
and 400 from (25.8%) Kars provinces. When the gender distribution of the participants are
observed, 841 participants are male (54.2%) and 711 are (45.8%) female. As for the age
distribution of the participants, 74 participants are below 30 years of age (4.8%); those
between 31-40 years of age are 697 (44.9%); those between 41 — 50 years of age are 686
(44.%) and those above 51 years of age are 95 (6.1%) in number. When the educational
status of the participants are examined, 563 participants are graduates of secondary
school (36.3%), 526 are high school graduate (33.9%) and 463 participants hold university
or graduate degrees (29.8%). As for the type of institution they are employed at, 567
participants are employed at a state organization (36.5%) and 985 at private organizations
(63.5%).

In relation to the student questionnaires, the demographic features in the questionnaire
form and frequency distribution tables are put in Table 3.
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Table 3: Frequency Distributions of Demographic Information of Students

Frequency Percent
Place of the Questionnaires
istanbul 1158 427
Ankara 1156 426
Kars 400 14.7
School Type
Primary School 1585 584
Secondary School (General) 758 279
Secondary School (Vocational and Technical) 371 13.7
Gender
Male 1284 473
Female 1430 52.7

Frequency Percent
Age
10 Years of Age 315 116
11 Years of Age 351 129
12 Years of Age 300 11
13 Years of Age 349 12.9
14 Years of Age 268 9.9
15 Years of Age 281 104
16 Years of Age 336 124
17 Years of Age 3N 11.5
18 Years of Age 203 75
Class
4th Grade 320 11.8
5th Grade 361 133
6th Grade 309 114
7th Grade 303 11.2
8th Grade 292 10.8
9th Grade 369 136
10th Grade 349 129
11th Grade 243 9.0
12th Grade 168 6.2
Educational Status of the Mother
Secondary school graduate and below 1457 537
High school graduate 744 274
University graduate and below 513 189
Educational Status of the Father
Secondary school graduate and below 1027 378
High school graduate 813 30.0
University graduate and below 874 322
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According to the information in Table 2, 1158 participants (42.7%) from Istanbul, 1156
participants (42.6%) from Ankara and 400 participants (14.7%) from Kars participated in
the questionnaire.

As for the school type, there are 1585 primary schools (58.4%), 758 secondary (general)
schools (27.9%) and 371secondary (vocational and technical) schools (13.7%). As for the
gender distribution, 1284 participants (47.3%) are male and 1430 participants (52.7%) are
female.

For the purposes of this report, the findings relate to the questionnaires completed by
the 758 secondary (general) school (27.9%) and 371secondary (vocational and technical)
schools (13.7%) respondents.

Table 4 states the rate of return.

Table 4: Rate of Return for the Questionnaires Sent

Provinces Student Society Total
Istanbul 1376 1376 2752
Number of questionnaires sent Ankara 1251 1251 2502
Kars 400 400 800
6054
Provinces Student Society Total
Istanbul 1158 531 1689
Return number Ankara 1156 621 1777
Kars 400 400 800
4266
Provinces Student Society Total
Istanbul 84.2 386 614
Rate of return Ankara 924 49.6 710
Kars 100 100 100.0
77.5
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THE FINDINGS OF THE STUDY |

The Results and Evaluation of The Public Survey (The
Society’s Perception Of Ethics)

The ethical behavior of the state employees in this study was examined firstly in terms
of responses to a series of 18 ethically-focused questions, differentiated between public
and private sector backgrounds of those surveyed and based on the Council of Ethics for
Public Service Regulation:

Question 1 What would you think if a state employee asked a citizen whose language he/she doesn't
understand to go to the end of the line while working in a rush hour?
Public Private
Answer N= % N= %
a This is behaviour that the state employee should never be 347 61.2 615 624
b Thg state employee could do so if suitable for service 183 323 559 56
delivery
C | am not of the opinion that this behaviour is wrong 37 6.5 118 12.0
567 100 985 100
Suppose that a state employee learnt that one of his/her colleagues are involved in other
Question 2 businesses to get additional income during the working hours. The state employee is hesitant
whether to inform this to the authorities or not what would you do if you were this state
employee?
Public Private
Answer N= % N= %
a I would report this to the authorities 101 17.8 166 36.8
b | wouldn't report this to the authorities and step back 320 56.4 594 132
C I would by no means report this to the authorities 146 258 225 50.0
567 100 985 100
Question 3 A branch manager is in charge of administrating an exam for employee recruitment. One of the
applicants is his/her aunt’s son. In this situation what should he/she do?
Public Private
Answer N= % N= %
a She/he should inform this to the authorities and step back 105 18.5 142 14.4
b There is no need to step back is she/he doesn't discriminate 427 744 770 78
in the exam
c There is by no means any need to step back 40 7.1 73 74
567 100 985 100
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A police chief, in order to find her/his missing elder sister, has had phones of the friends of the

Question 4 missing sister tapped. In your opinion:
Public Private
Answer N= % N= %
a This behaviour should never be performed 179 31.6 232 235
b If it is within legal terms it is possible and thus legitimate 335 54.1 642 65.2
c I am not of the opinion that this is wrong 53 9.3 111 1.3
567 100 985 100
Question 5 An institution accepted the bid offer of a company, with the qualification of the specification of
the bid, which gives scholarship to the son of the manager of the institution. In your opinion:
Public Private
Answer N= % N= %
a Bidding was not performed on equal conditions 223 393 383 389
b \ftheAco‘m_pany has the qual!ﬁcatlon of the specification of 590 515 490 408
the bid, it is possible and legitimate
c I am not of the opinion that this is wrong 54 9.5 112 1.3
567 100 985 100
) After retiring from X institution, MrY set up a company and started to cooperate with his former
Question6 | .~ = - P o
institution and got contracts from the former institution. In your opinion:
Public Private
Answer N= % N= %
a Bidding was not performed on equal conditions 156 27.5 217 22.0
If the company Mr Y set up has the qualification of the
o specification of the bid, it is possible and legitimate 345 608 620 630
c I am not of the opinion that this is wrong 66 1.7 148 15.0
567 100 985 100
The general manager of an institution has issued orders that the services offered by the
institution should be planned and delivered as expected by the citizens compatible with the
Question 7 | conditions of the day. A disciplinary investigation was issued about the general manager since
the services provided were not at the expected standards and hence the general manager was
suspended out of work. In your opinion:
Public Private
Answer N= % N= %
3 [t is certainly not appropriate behaviour. The general 168 296 577 8.1
manager should not be suspended out of work
The opinions of the authorities should be taken in the
b arrangement and delivery of the service, however, the last | 324 57.2 593 60.2
decision should be made by the ministry
I am not of the opinion that this is wrong. Some changes
@ should be implemented in the planning and the delivery 75 132 115 1.7

of the service

567 100 985 100
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A civil servant at a public institute delayed the request of a citizen, who came 15 minutes before

Question 8 | the work hour is over, to afternoon on the grounds that the request will take at least 30 minutes
to complete and it is noon time
Public Private
Answer N= % N= %
It is certainly not appropriate behaviour, first the requested
a should have been completed and then noon break should | 343 60.5 599 60.8
be taken
b Nopn break is the right of the civil servant and it is up to the 154 372 573 277
civil servant to complete the request
C I am not of the opinion that this is wrong 70 123 113 115
567 100 985 100
A civil servant employed at an institution declined the request for an application on the grounds
Question 9 | that the documents do not meet the expected standards. The civil servant declared nothing
else about this. In your opinion:
Public Private
Answer N= % N= %
The behaviour of the civil servant is appropriate on the
grounds that the documents do not meet the expected
a standards; however, the citizen should have been provided 205 891 826 839
with information as to why
b The civil servant behaved in accordance with the rules 45 79 115 1.7
C I'am not of the opinion that this is wrong 17 4.0 44 4.5
567 100 985 100
Question A teacher at a school declared in the middle of the term that she/he would leave due to the
insufficient financial opportunities the schools provided and that would work at a private high
10 9
school. In your opinion:
Public Private
Answer N= % N= %
It is certainly an unacceptable behaviour, the teacher
d shouldn't leave in the middle of the term 261 460 463 470
b Ehe teacher should offer lessons both and at the private 132 533 545 949
igh school
| 'am not of the opinion that this is wrong. The teacher
C might choose to work at another school to improve the | 174 30.7 277 28.1

financial situation

567 100 985 100
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An assistant general manager of an institution in charge of electricity distribution declares that
the electricity price rates would be reduced by half. However, there has been no such decision
made officially. In your opinion:

Question
11

Public Private

Answer N= % N= %

The assistant manager shouldn't have declared this. This is

a beyond the authority of the general manager 41 795 /03 /14

b The assistant manager can declare about the issues that 84 148 204 207
will do well to the public

c I 'am not of the opinion that this is wrong. The assistant 37 57 78 79

manager can declare this

567 100 985 100

Former managers of a hospital claim that there is now infractions of rules in the contracts of the
Question | hospital and demand that an investigation should be made by the institution under which the
12 hospital operates. On the other hand, the doctor-in-chief states the claim is a slander and rejects
investigation saying that this will hamper the service delivery. In your opinion:

Public Private

Answer N= % N= %

The doctor-in-chief should certainly not do so and allow

the investigation to be performed 402 709 633 643

Former manager may have asserted such claims sue to
b jealousy and slander, if there are no other people with such | 147 259 297 30.1
claims, investigation shouldn't be performed

Investigation performed in every complaint will hamper
C the service delivered; there should be no investigation to 18 32 55 5.6
be performed

567 100 985 100

A huge amount of the money was obtained in the house of a manager of a public institution

Question in the process of corruption investigation. The money found is not listed in the property

13 declaration of the manager. In your opinion:
Public Private
Answer N= % N= %
3 The money should have be_en_ d_ecla_red because the 301 531 457 459
manager is employed at a public institution
b If the manager is able to prove the source of money, it can 532 409 445 45

be declared afterwards

| am not of the opinion that this is wrong. This is the
d personal saving of the manager, and it is none of other 34 6.0 88 89
people’s business

567 100 985 100
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A municipality has decided to provide water supply to the town from another place. There are

Question | differing opinions about the quality of the water among the public. The municipality, without
14 letting the public know, provided the water supply and mixed it into the city water supply. In
your opinion:
Public Private
Answer N= % N= %
This certainly shouldn't have been done. Opinions of the
a experts should have been taken and after informing the | 309 545 522 53.0
public, the procedure should have completed
The municipality is right in providing the water supply
b from another source. However, they misbehaved about | 223 393 388 394
informing the public
The important point is to provide a solution to the problem
C T . . 35 6.2 75 7.6
of water shortage. The municipality is right in doing so
567 100 985 100
Question | Inalive broadcast of the session in the government, MPs from different political parties attacked
15 verbally and physically to the speaking MP. In your opinion:
Public Private
Answer N= % N= %
a This behaviour certainly shouldn't have been done 337 594 568 577
MPs represent the public, they can speak what they would
b like to but there should be no physical attack 204 360 379 385
C I am not of the opinion that this is wrong 26 4.6 38 38
567 100 985 100
Question A general manager of a public bank issued a very firm warning to clerk who performed a
16 wrongful act at the counter and hence the processes during the very intense hours. In this
situation:
Public Private
Answer N= % N= %
a This behaviour should certainly never be done 272 480 412 418
b The clerk could be warned firmly if doesn't involve any 179 316 306 311
insult
c I am not of the opinion that th?s is WrongThe managercan | o 204 267 271
warn the personnel about their mistakes
567 100 985 100
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Question | General manager of a public institute told the driver of the institute to take her/his kids to

17 school in snowy weather. In your opinion:
Public Private
Answer N= % N= %
5 Whatever the conditions are, this behaviour shouldn't be 206 716 591 60
done
b Weather conditions are of great significance. Hence there 132 233 317 39

could be an exception due to the weather conditions

General manager is entitled to use the car as she/he

) 29 5.1 77 7.8
wishes

567 100 985 100

General manager of an institution arranged bus services for every quarter where the employees

?8u estion live in order for them to get to work early. Bus services from some quarters are not fully occupied
due to the low number of the personnel living there. In your opinion:
Public Private
Answer N= % N= %
5 Bus services at some quarters should be arranged brought 449 79 708 719
together for full occupancy
b There is no need to arrange bus services 45 8.0 103 10.5
c Even if the bus services are not full there should be one for 73 128 174 176
each quarter
567 100 985 100

The answers show interetsing variations, with the private sector often suggesting the need
to be ethical to a greater percent than the public sector. Both sectors acknowledge the
authority of the state from the top down (question 7) but also show a strong expectation
of good personal conduct toward citizens. They diverge over issues of reporting unethical
conduct (question 2) where the private sector appear more ethical but, in relation to
questions 6 and 17, the reverse appears. Both appear, to differing degrees unclear about
what may or may not be ethical conduct (for example, questions 5 and 6). There are
examples where those accept the ethical view and those who would reject it show wide
divergence (question 2 for the private sector; question 10 for the public sector). The main
issue appears to be the ambivalence toward ethical requirements in both sectors, probably
of more concern in the public sector where ethical rules and procedures already exist. The
questions, however, identify issues, although less about differences between public and
private sector employees than the variations about how ethics is seen. What the research
needs to explore is the hierarchy of ethical expectations to see in which areas the lack of
clarity and ambivalence exists. To do this requires the research to be more systematic in
the approach.
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Refining the Questions

To achieve this, the 18 questions were then identified with a core ethical principle and
these were then grouped into 4 dimensions for detailed analysis. These dimensions are:

e Justice and Honesty;
e Responsibility;
e Democracy, Respectability and Trust;

e Productivity and Efficiency.

The process is outlined in Table 4.

The answers a-c were also redefined to emphasise the issues involved by renaming them
as (a) Ethical Principle Adopted (b) Ethical Principle Partly Adopted and (c) Ethical Principle

Not Adopted.

Table 5: From 18 questions to 4 dimensions

After retiring from X institution, MrY set up a company and
started to cooperate with his former institution and got
contracts from the former institution.

Relations to the
Former Public
Employees

Questions Regulation Ethics
Component Dimension
What would you think if a state employee asked a citizen )
B Integrity and
whose language he/she doesn't understand to go to the Impartialit
end of the line while working in a rush hour? P Y
Suppose that a state employee learnt that one of his/her
colleaguesareinvolvedin other businesses to get additional )
) ) ) ) Informing the
income during the working hours. The state employee is Authorities
hesitant whether to inform this to the authorities or not
what would you do if ou were this state employee?
A branch manager s in charge of adm\mst.ratlng'an exam Avoiding Conflict
for employee recruitment. One of the applicants is his/her of Interest )
aunt’s son. In this situation what should he/she do? Justice and
Honesty
No-Misuse of Dimension
A police chief, in order to find her/his missing elder sister, Authority and
has had phones of the friends of the missing sister tapped. Job to Gain
Advantage
An institution accepted the bid offer of a company, with The Proh\pmon
o I ) B of Accepting
the qualification of the specification of the bid, which gives ) "
) S Gifts and Gaining
scholarship to the son of the manager of the institution.
Advantage
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Table 5: From 18 questions to 4 dimensions
The general manager of an institution has issued orders that
the services offered by the institution should be planned
. " } The Awareness of
and delivered as expected by the citizens compatible ] o
) . T ! - Public Service in
with the conditions of the day. A disciplinary investigation :
) ; ; Carrying Out The
was issued about the general manager since the services Tasks
provided were not at the expected standards and hence
the general manager was suspended out of work.
A civil servant at a public institute delayed the request of a
citizen, who came 15 minutes before the work hour is over, The Awareness of
to afternoon on the grounds that the request will take at Civic Service
least 30 minutes to complete and it is noon time
A civil servant employed at an institution declined the
request for an application on the grounds that the Compliance with
documents do not meet the expected standards. The civil Service Standards
servant declared nothing else about this.
A teacher at a school declared in the middle of the term )
. ! X Commitment to
that she/he would leave due to the insufficient financial A L
" ) Objective and Responsibility
opportunities the schools provided and that would work - ; ;
. . Mission Dimension
at a private high school.
An assistant general manager of an institution in charge Binding
P SN - ; Announcements
of electricity distribution declares that the electricity price )
and Declarations
rates would be reduced by half. However, there has been
o . Contrary to The
no such decision made officially
Truth
Former managers of a hospital claim that there is now
infractions of rules in the contracts of the hospital and
demand that an investigation should be made by the Managers'
institution under which the hospital operates. On the Responsibility to >
other hand, the doctor-in-chief states the claim is a slander Account
and rejects investigation saying that this will hamper the
service delivery.
A huge amount of the money was obtained in the house
of a manager of a public institution in the process of Declaration of
corruption investigation. The money found is not listed in Property
the property declaration of the manager.
A municipality has decided to provide water supply to
the town from another place. There are differing opinions Informing,
about the quality of the water among the public. The Transparency and
municipality, without letting the public know, provided the Participation
water supply and mixed it into the city water supply.
Democracy,
In a live broadcast of the session in the government, Respectability
MPs from different political parties attacked verbally and Esteem and Trust and Trust
physically to the speaking MP. Dimension
A general manager of a public bank issued a very firm
warning to clerk who performed a wrongful act at the Courtesy and
counter and hence the processes during the very intense Respect
hours.
General manager of a public institute told the driver of the ;Cseel;:eamr?g Public
institute to take her/his kids to school in snowy weather.
Resources
Productivity
General manager of an institution arranged bus services for and Efficiency
every quarter where the employees live in order for them Avoidin Dimension
to get to work early. Bus services from some quarters are Extrava gance
not fully occupied due to the low number of the personnel 9
living there.
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Justice and Honesty Dimension (For Society)
The Justice and Honesty Dimension includes:

e Integrity and Impartiality Informing the Authorities

e Avoiding Conflict of Interest

e No-Misuse of Authority and Job to Gain Advantage

e The Prohibition of Accepting Gifts and Gaining Advantage

e Relations to the Former Public Employees Have Been Dealt With

Aggregating the data for this dimension is given in Table 6.

Table 6: the Frequency Distributions for Justice and Honesty Dimension

Ethical Principle | Ethical Principle  Ethical Principle

Adopted Partly Adopted Not Adopted

F (%) F (%) F (%)
Integrity and Impartiality 962 62.0 435 280 155 10.0
Informing the Authorities 267 17.2 914 589 371 239
Avoiding Conflict of Interest 247 15.9 1192 | 768 113 7.3
No-Misuse of Authority and Job to Gain Advantage 411 26.5 977 63.0 164 10.6
The Prohibition of Accepting Gifts and Gaining 606 390 780 503 166 107
Advantage
Relations to the Former Public Employees 373 24.0 965 62.2 214 13.8

"

According to the information provided in Table 6, the principle of “integrity and impartiality
was the ethical principle most accepted, followed by that relating to gifts. The most
ambivalent principles related to conflict of interest, misuse of authority and working with
former public officials. Overall, this dimension shows a number of areas of ethical concerns
where respondents may be unclear as to what is acceptable and not acceptable. Here the
low score for conflict of interest is significant.

Another significant issue is, informing the authorities is not prevalent. Taking this into
consideration it can be said that individuals avoid complaining other individuals in the
issue of conforming to morality values. Besides, although the rate of adopting the other
principles is higher, it can be said that this rate is low in terms of assuring ethical behavior.
This situation reveals a problem related to our cultural structure. Much as there are
problems perceived personally, people find it adequate to complain about the problems.
Especially people have no problem in perceiving and criticizing other people and negative
behavior, but the refrain from self-assessment of their behavior and starting the change
from themselves. The main reason for this is that people in our society tends to be rather
outer-controlled than inner-controlled. People with inner controls think about what they
can do for the solution of a problem and accept the responsibility of a negative situation,
while people with outer controls put the responsibility on other people in order to find a
solution which they should do themselves.
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Responsibility Dimension (For Society)
Under the dimension of responsibility; the following principles were dealt with:

e The Awareness of Public Service in Carrying Out the Tasks

e The Awareness of Civic Service

e Compliance with Service Standards

e Commitment to Objective and Mission

e Binding Announcements and Declarations Contrary to the Truth
e Managers'Responsibility to Account

e Declaration of Property

Aggregating the data for this dimension is given in Table 7.

Table 7: the Frequency Distributions for Responsibility Dimension

Ethical Principle | Ethical Principle  Ethical Principle
Adopted Partly Adopted Not Adopted

F (%) F (%) F (%)

The Awareness of Public Service in Carrying Out The 445 287 917 50,1 190 122

Tasks

The Awareness of Civic Service 942 60.7 427 275 183 11.8
Compliance with Service Standards 1331 | 858 160 10.3 61 39
Commitment to Objective and Mission 724 46.6 377 243 451 29.1

Binding Announcements and Declarations Contrary to 154 | 744 88 186 10 71

The Truth
Managers'Responsibility to Account 1035 | 66.7 444 286 73 4.7
Declaration of Property 753 485 677 436 122 7.9

According to the information provided in Table 7, the level of acceptance of ethical
principles is both higher and more consistent. Thus the principle of “the awareness of
public service in carrying out the tasks” was partly adopted by 917 participants (59.1%).
The principle of “the awareness of civic service” was adopted by 942 participants (60.7%).
The principle of “compliance with service standards” was adopted by 1331 participants
(85.8%). The principle of ‘commitment to objective and mission” was adopted by 724
participants (46.6%). The principle of “binding announcements and declarations contrary
to the truth”was adopted by 1154 participants (74.4%). The ethical principle of “managers’
responsibility to account”was adopted by 1035 participants (66.7%). The ethical principle
of "declaration of property”was adopted by 753 participants (48.5%).

In terms of responsibility, the two values adopted most are conforming to standards and
commitment to objectives and mission. This situation can be interpreted that the society
has a high level of awareness in terms of expectations from state employees. However,
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the impact of this result is undermined by the low level of “the awareness of public
service in carrying out a task’, “awareness of social service”and “commitment to objectives
and missions”. In a similar manner, though the level of adopting the principle of “the
accountability of the managers”is high, this contradicts with the low level of adopting the
principle of “declaration of property”. Society accepts the responsibility that the employees
have to be accountable for their actions, while declaration of property is not seen as so

essential.

The fact that the principles such as conforming to values and standards and accountability
of the managers are adopted at a high level is a finding that supports the feelings of
avoiding punishment and expectation for a reward. The basic element that prevents
people from performing a specific behavior or that encourage them to perform a specific
behavior stems from their decisions as a result of the assessment of their expectations and
threats they may be exposed to.

Democracy, Respectability and Trust Dimension (For Society)

Under the dimension of democracy, respectability and trust; the following principles were
dealt with

e Informing, Transparency and Participation
e [Esteemand Trust

e Courtesy and Respect

Aggregating the data for this dimension is given in Table 8.

Table 8: the Frequency Distributions for Democracy, Respectability and Trust Dimension

Ethical Principle | Ethical Principle | Ethical Principle
Adopted Partly Adopted Not Adopted

F (%) F (%) F (%)
Informing, Transparency and Participation 831 535 611 394 110 7.1
Esteem and Trust 905 583 583 376 64 4.1
Courtesy and Respect 684 441 485 313 383 247

According to the information provided in Table 8, the balance between accepted and
partially-accepted ethical principles is more evident. The fact that information and
transparency, as well as trust, are relatively high, as opposed to courtesy and respect, does
suggest issues relating to how public officials and citizens see each other. The level of
adopting the principles in general in this dimension is lower than the other ones. For
this dimension, it can be said that society can excuse public employees in the issue of
participation for their reluctant behavior and negative behavior in respect and courtesy
issues.
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Productivity and Efficiency Dimension (For Society)
In this dimension, the following principles were dealt with

e The Use of Public Assets and Resources

e Avoiding Extravagance

Aggregating the data for this dimension is given in Table 9.

Table 9: the Frequency Distributions for Productivity and Efficiency Dimension

Ethical Principle | Ethical Principle | Ethical Principle
Adopted Partly Adopted Not Adopted

F (%) F (%) F (%)

The use of Public Assets and Resources 997 64.2 449 289 106 6.8

Avoiding Extravagance 1157 74.5 148 9.5 247 159

According to the information provided in Table 9, the principle of “the use of public assets
and resources”adopted by 997 (64.2%) appears less adopted than the principle of “avoiding
extravagance”was adopted by 1157 participants (74.5%).

Though the ethical principle avoiding extravagance was adopted at a high level, it is also
seen that it was not adopted at a rate of 15.9%. This situation could be put down do
the fact that public sources are wasted and people may spend in a lavish manner in the
public sector. While there is less possibility of wasting public sources in societies adopting
traditional cultural structure, this finding presents an important contradiction that should
be focused on. In the society the principle “avoiding extravagance”is high while the rate of
“the use of public resources and property”is not as high. From this, it could be concluded
that citizens may feel more affected by waste than by misuse of public resources.

Analysing the Dimensions

Table 10 emphasises the variations in accepting the ethical principles when synthesized
by dimension, although the focus is on partly-adopted ethical principles; none of the
dimensions achieve more than 10% on not being adopted.

Table 10: Frequency Distributions for Basic Ethical Dimensions

Ethical Principle | Ethical Principle | Ethical Principle
Adopted Partly Adopted Not Adopted

F (%) F (%) F (%)
Justice and Honesty Dimension 325 209 1182 76.2 45 29
Responsibility Dimension 788 50.8 761 49.0 3 0.2
Democracy, Respectability and Trust Dimension 668 43.0 846 54.5 38 24
Productivity and Efficiency Dimension 798 514 724 46.6 30 1.9
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However, the rate of those partly adopting the principles brings up the problem of
flexibility of these principles. Especially the rate 76.2 % in the dimension of justice and
honesty seems significant. The fact that since it wasn't understood that the principle of
honesty and justice should be adhered to all conditions it is likely to yield some problems
in terms of violating these dimensions.

While the society is of the opinion that public employees should behave in compatible
with the ethical principles of service responsibility and productivity in rational dimension,
the ethical principles are flexible for the fact that they should be fair and impartial. Besides,
the society is not effective enough in investigating the public employees who do not
conform to these principles. Some of the misbehavior of the public employees could be
excused by the society.

According to the results of the independent sampling T-test, for all the ethical dimensions,
H, is accepted; see Table 11.In other words, it has been concluded that the average score
for ethical dimension by the variable of the type of organization the respondent works
for varies. Average ethics score for those employed at private sector is higher than those
employed at public sector.

Table 11: The Results of the Independent Sample T-test Among Ethical Dimensions by the
Employee’s Organization

t o
Dimension Employegs Obs. Mean . Significance Result
Organization Dev. (P)
Value
; Public 567 10.74 1815
Justice and Honesty 2873 0004* | H Accepted
Dimension L
Private 985 11.02 1.850
il Public 567 1045 2.056
Responsibility 2897 0.004* H, Accepted
Dimension 1
Private 985 10.77 2.070
Democracy, Public 567 4.69 1.223
Respectability and -2493 0.013* H, Accepted
Trust Dimension Private 985 | 486 | 1307
Productivity Public 567 267 0.979
and Efficiency -4.821 0.000* H, Accepted
Dimension Private 985 | 294 | 1072
Social Ethical Public 567 28.56 4221
oclal Ethica -4.586 0.000* H. Accepted
Perception !
Private 985 29.58 4253

" Significant level (P) < Table Value (o = 0.05).

These findings shed lights on the perception of those employed at public sector. Public
employees may regard the non-ethical behavior as legitimate. This difference in the
perception of the public employees has the risk that could be reflected on their behavior.
One question to be addressed is how far, in the case of public officials, those in both the
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public and private sectors consider that the employee’s organization may influence their
perception of ethics.

The Effect of Society’s Understanding of State on the Ethical
Perception

In this part, assumptions pointed in the literature on the perception of the state are
analysed, with the aggregated data presented in Table 12.

Table 12: Frequency Distribution for the Effect of Society’s Understandings of State on the Ethical
Perception

Agreed Disagreed

Behavior
F (%) F (%)

The understanding of the state and the structure of patriarchy cause

people to regard the state unquestionable and sacred. 980 631 >72 369

The sacred understanding of the state in the society causes the public
employees to perceive themselves superior and to adopt the public | 1034 | 66.6 518 334
institutions more than necessary.

The fact that there is an understanding of unconditional obedience
and respect to the superiors in our society has a negative effect on the
participation of the decisions made and on questioning the actions of
the superiors.

1071 69.0 481 310

The traditional structure of the society and the strong relative bonds

causes the public employees to provide privileges to their relatives. 1211 /80 341 220

According to the information in the Table, 980 (63.1%) participants agreed on the
statement that “The understanding of the state and the structure of patriarchy cause
people to regard the state unquestionable and sacred”. 1034 (66.6%) participants agreed
on the statement that “The sacred understanding of the state in the society causes the
public employees to perceive themselves superior and to adopt the public institutions
more than necessary” 1071 (69%) participants agreed on the statement that “The fact
that there is an understanding of unconditional obedience and respect to the superiors
in our society has a negative effect on the participation of the decisions made and on
questioning the actions of the superiors” 1211 (78%) participants agreed on the statement
that “The traditional structure of the society and the strong relative bonds causes the
public employees to provide privileges to their relatives.

When the ethical perception of the society on the understanding of the state is examined,
it is seen that understanding of the state and social features count on the perception of
ethics. Besides, the rate of those agreeing the statement that “The traditional structure
of the society and the strong relative bonds causes the public employees to provide
privileges to their relatives”is 78%. This may point that the general social structure is one
of the causes of ethical problems where both traditional values and the nature of the state
shapes the culture within which public officials work and how citizens see public officials —
with implications both the power and willingness of the citizen to challenge the conduct
of public officials, including unethical conduct, and a belief that public officials do use
their official position for family benefit.
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Addressing Ethics: The Role of Societal Units in the
Acquisition of Ethical Principles

If there is ethical ambivalence, and the state itself is part of the problem in terms of
the culture it promotes, then the question to be addressed is from where ethical
values may develop.

In the acquisition of ethical principles, family, school and society are perceived important
in the learning of ethical principles — see Table 13. Some differences should be taken into
account in the acquisition of some behavior towards the role of school, family and society.
For example, while family is effective in the acquisition of “Public employees should always
be respectful and polite to service receivers and colleagues’, school is regarded not as
important with the rate of 23.3%. This shows that there is an understanding that concepts
such as courtesy and respect are not acquired at schools.

Table 13: Frequency Distributions for the Role of Societal Units in the Acquisition of Ethical
Principles (Family - School - Society)

Family School Society

Partly Not Partly Not Partly Not

Behavior Type Important important | important Important important | important Important important | important

FLO) | F [©) | F [ )| F || F|[O]|F|G]|F|®|F|®W|F]|®

Public employees should

not discriminate among |63 55 | 207 | 188 | 197 127 [1123] 724 | 278 | 179 | 151 | 97 |1147] 739 | 306 | 197 99 | 64
people and should treat

them equally

Public employees should

} ) B 1088|70.1 291 | 188 | 173 | 11.1 [1143| 736 | 261 | 168 | 148 | 95 (1142|736 | 264 | 17.0| 146 | 94
behave in full integrity

Public employees should 1504 773 | 184 | 119 168 | 108 [1123] 724| 229 | 148 | 200 | 129 |1153| 743 | 200 | 187 109 | 70
do their tasks at their best

Public employees should
always be accountable for
with their responsibilities
and undertakings and
should always be ready
and open to auditing

1058 68.2 | 316 | 204 | 178 | 11.5]1088|70.1 | 314 | 20.2 | 150 | 9.7 (1137|733 | 272 | 175|143 | 92

Public employees should
not have an advantage
directly or indirectly for
the service they provide

1151|742 1195 |126 |206 |13.3 {1055|68.0 |268 |17.3 229 |14.8 |1084|69.8 (207 |133 |261 |168

Public employees

should encourage the 144 1544 |aag 1287 |262 |169 924 |595 |444 |286 |184 119 |051 |613 425 |27.4 |176 |113
participation of the

related persons

Public employees should
always be respectful and
polite to service receivers
and colleagues.

1196|771 1156 |10.1 {200 {129 {1101|709 |89 |57 |362 |233 1146|738 (124 |80 |282 |182

Public employees
should not waste public ~ [1202{77.4 {106 |68 |244 |15.7 (1122|723 |127 (82 [303 |195 1168|753 {100 |64 |284 |183

resources.

The effects of media, the employee’s organization and NGOs are slightly less important
compared to the data on family, school and social units — see table 14. Especially the
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effect of media is seen to be lower than the employee’s organization and NGOs. For the
statements of “Public employees should not discriminate among people and should
treat them equally”, “Public employees should behave in full integrity”, “Public employees
should do their tasks at their best’, "Public employees should always be accountable for
with their responsibilities and undertakings and should always be ready and open to
auditing’, “Public employees should not have an advantage directly or indirectly for the

"

service they provide’,“Public employees should encourage the participation of the related
persons’, “Public employees should always be respectful and polite to service receivers
and colleagues.” and “Public employees should not waste public resources’, the place of

work seems to have the most significance in the acquisition of the principles.

Table 14: Frequency Distributions for the Role of Societal Units in the Acquisition of Ethical
Principles (Media - Employee’s Organization - Foundations)

Media Employee’s Organizations Foundations

Partly Not Partly Not Partly Not

Behavior Type Important important | important Important important | important Important important | important

FyOe | F (O | F (O | F |C)| F |C6| F || F )| F || F|©%

Public employees should
not discriminate among
people and should treat
them equally

976 | 62.9| 381 | 245|195 | 126 |1150| 74.1{ 279 | 180 | 123 | 79 |1001|645 | 318 | 20.5 | 233 | 150

Public employees should

} ) ) 987 |63.6]329 | 21.2| 236 [ 152|1138]73.3 | 250 | 16.1 | 164 | 106 | 993 | 64.0 | 263 | 169 | 296 | 19.1
behave in full integrity

Public employees should
do their tasks at their 1069|689 | 264 | 17.0 | 219 [ 141 [1190| 76.7 | 251 | 162 | 111 | 7.2 |1048| 675|289 | 186 215 | 139
best

Public employees
should always be
accountable for with
their responsibilities and | 1044 | 67.3 | 362 | 233 | 146 | 94 1189|766 | 246 | 159 | 117 | 75 |1070| 689 | 258 | 16.6 | 224 | 144
undertakings and should
always be ready and
open to auditing

Public employees should
not have an advantage
directly or indirectly for
the service they provide

960 | 61.9| 324 | 209 | 268 | 173 |1091|70.3 | 203 | 13.1 | 258 | 16.6| 984 | 63.4| 229 | 148|339 | 2138

Public employees
should encourage the
participation of the
related persons

845|544 463 | 298| 244 | 157 | 942 1 60.7 | 402 | 259 | 208 | 134 | 858 | 553 | 424 | 27.3| 270 | 174

Public employees should
always be respectful and
polite to service receivers
and colleagues.

9751628 | 194 | 125 383 | 247 1162|749 | 128 | 82 | 262 | 169 | 961 | 61.9| 154 | 99 | 437 | 28.2

Public employees
should not waste public | 977 | 63.0 | 186 | 12.0| 389 | 25.1 |1122| 72.3 | 134 | 86 | 296 | 19.1| 971 | 62.6 | 153 | 9.9 | 428 | 276
resources.
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The Role of Education in Ethical Behavior

Assumptions on the role of education on ethical principle behavior were analysed in Table
15.

Table 15: Frequency Distribution for the Role of Education in Ethical Behaviour

Agreed Disagreed

Behavior
F (%) F (%)
To me, education has an important role in acquiring ethical behavior. 1425 91.8 127 8.2

The primary and the secondary school curriculum enables the existing

ethical values of the students to emerge 1374 | 885 178 1>

Acquisition of the ethical values is not only confined to the courses of

Religion and Morals and Civic. 1423 | 917 129 83

Ethics education contributes to the formation of the awareness of ethics

in students. 1415 912 137 838

The success of ethics education is measured with the changes observed

in the behavior of the students. 1382 890 170 1.0

Ethical values should be offered via family, society or education programs

not through punishment and prohibition and intimidation. 1364 | 879 188 121

The behavior of the teacher is much more effective in the acquisition of
the ethical values for students than what is said.

The agreement of family, school and the society makes the ethical values

1413 91.0 139 9.0
more permanent.

The extra-curricular activities have an important place in the acquisition

of ethical values. 1459 | 940 93 6.0

Students with ethical awareness perform their behavior because it
complies with the principle they adopted, not because they refrain from | 1426 91.9 126 8.1
social pressure.

It is noted that the role of education in the acquisition of ethical principles is considerably
high. The participants state that the role of education and school in the acquisition of
ethical principles in order to prevent corruption in public sector is very considerable.
Indeed, when taken in conjunction with the themes discussed above, the importance of
internalizing ethical principles appears much more important than, for example, external
sanctions.

The Role of Media in Ethical Behavior

In the part on the role of media on behaving in accordance with the ethical principles,
some of the assumptions were tested on the contribution of media to the acquisition of
ethical behavior. The findings are presented in Table 16.
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Table 16: Frequency Distribution for the Role of Media in Ethical Behaviour

Agreed Disagreed
Behavior

F (%) F (%)
To me, media has a role in the acquisition of ethical values. 1222 78.7 330 213
Media, affects the ethical values of people through the programs and 1367 88,1 185 19

news broadcast.

Media helps to create the awareness of ethics through broadcasting the

behavior against ethical values such as corruption, bribery, etc. 1201 /74 31 226

Media helps to create the awareness of ethics through broadcasting

behavior such as integrity, democracy, justice, etc. complying with ethics. 1409 208 143 92

The behavior of famous people is effective in the acquisition of ethical

behavior in the society. 1306 | 841 246 159

The consistency of the programs in media with the values of the society

helps ethical values to be permanent. 1332 858 220 14.2

The contribution of media to the creation of ethical awareness is measured

with the changes in the behavior of individuals. 1340 | 863 212 137

According to the information onTable 16, the participants stated that media is animportant

element in the acquisition of ethical principles following education. A noteworthy point is

the content of the news by the media on ethics. For example, while the participants agreed

on the statement“Media helps to create the awareness of ethics through broadcasting the

behavior against ethical values such as corruption, bribery, etc” at a rate of 77.4%. On the

other hand, a higher response - 90.8% - was given for the statement that “Media helps to

create the awareness of ethics through broadcasting behavior such as integrity, democracy,

justice, etc. complying with ethics! This difference may show that broadcasting news on

proper ethical behavior might be more influential in the acquisition of ethical values rather

than broadcasting news on non-ethical events.
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THE FINDINGS OF THE STUDY II

Results and Evaluation of the Student Survey (The Perception
Of Ethics In Education)

The ethical behavior of young people — and to what extent ethical issues are identified by
them —is examined firstly in terms of responses to a series of 17 ethically-focused questions,
again as far as possible reflecting the Council of Ethics for Public Service Regulation:

The teacher is setting up the seating arrangements of the students. The teacher allocated the

Question T front rows for the hardworking students with the highest marks. In your opinion:
Secondary
Secondary School
School ional
(General) (\/ocatlo_na &
Technical)
Answer N= % N= %
a This behaviour should never be performed 277 36.5 150 404

The teacher should take other features into account other
b than the marks of the students and seating arrangements | 390 515 141 380
should be done frequently

C I'am not of the opinion that this is wrong 91 120 80 216
758 100 371 100

Question 2 | You notice that a friend of yours is cheating on the exam. What would you do?

Secondary
Secondary School
School .

(General) (Vocational &

Technical)

Answer N= % N= %
a | would report this to the teacher 9 1.2 9 24
b I wouldn't report to the teacher, | would warn my friend 231 30.5 123 332
C | would by no means report this to the teacher 518 68.3 239 644
758 100 371 100
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Question 3

The son of the principal and you are studying at the same school. The son of the principal
was caught while stealing something and he was reported to the board of discipline, and the
principal presides the board of discipline. Therefore, the principal has to take a decision for his

son. In this case, what would you expect the principal to do?

Secondary
Secondary School
School ional
(General) (Vocational &
Technical)
Answer N= % N= %
The principal should resign from the board of discipline
a and other teachers should make the final decision, for the | 339 44.7 187 504
principal may not be impartial towards his son
b If the principal can take impartial decisions there is no 1% 240 68 183
problem
The principal needs not to resign from the board of
d discipline because the principal will act impartially even if | 237 313 116 313
this is his son at issue
758 100 371 100
With all of your friends in the class you have decided to buy a present to your teacher for
Question 4 | Teacher’s Day. You ask your teacher what she/he needs. The teacher replies that she/he needs
aTV.In your opinion:
Secondary
Secondary School
School )
(General) (Vocational &
Technical)
Answer N= % N= %
3 ths behaviour is not good. It is not correct for a teacher to 382 504 108 534
emand a present
The teacher should not demand a present with a material
b value. However, a present with non-material value is | 243 32.1 113 30.5
acceptable
c I am not of the opinion that this behaviour is wrong. The 133 175 60 161
teacher deserves a present
758 100 371 100
The principal stipulates that in order to establish the contract between the school and company
Question 5 | dealing with the student transfer services, the children of the teachers at the school, including
his, should make use of the transfer services free of charge. In your opinion:
Secondary
Secondary School
School ional
(General) (Vocamo_na &
Technical)
Answer N= % N= %
This is totally wrong. The principal should not demand any
a privileges for the children of the teachers and his 0 /26 288 76
A discount in prices for the children of the teachers and
b the principal is acceptable; however, it shouldn't be free of | 171 226 62 16.7
charge
I am not of the opinion that this is wrong. The children of
C I } 37 48 21 57
the teachers and the principal may enjoy free transfer
758 100 371 100
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A project has been planned by your school. The teachers plan to include the students with the

Question 6 highest marks. In your opinion:
Secondary Secondary
School
School ional &
(General) (Vocationa
Technical)
Answer N= % N= %
This certainly is not acceptable behaviour. The teachers
a should choose the talented ones not the ones with the | 452 59.6 207 55.8
highest marks
Students interested in taking part in the project should be
b free to join irrespective of the choice of the teachers 24 335 131 353
| 'am not of the opinion that this is wrong. The teachers
¢ should be free to choose who they want >2 69 3 8.9
758 100 371 100
, The teacher in charge of the computer lab doesn't give permission for personal studies out of
Question 7 ' S
the course time. In your opinion:
Secondary secondary
School
School ional
(General) (Vocational &
Technical)
Answer N= % N= %
3 This certainly is not ac_ceptab\e. Studemg can make use of 270 356 137 370
computer labs at any time and as they wish
b In order to maintain order, the lab should be used in the 415 548 197 531
set schedules
C I am not of the opinion that this is wrong 73 9.6 37 99
758 100 371 100
. The teacher doesn't comply with the curriculum and conducts the classes as she/he wishes
Question 8 . L
with no proper plan and order. In your opinion:
Secondary Secondary
School
School ional
(General) (Vocational &
Technical)
Answer N= % N= %
5 This cer(tamly is not acceptable. The teacher should follow 945 373 154 M5
the curriculum
b On condition that we are informed about the content of the 367 484 149 202
next course, the teacher may not follow the course book
c I am not of the opinion that this is wrong.Theteacherm\ght 146 193 68 183
teach and conduct classes as he/she wishes
758 100 371 100
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A teacher at a school declared in the middle of term that she/he would leave due to the

Question 9 | insufficient financial opportunities the school provided and that would work at a private high
school. In your opinion:
Secondary
Secondary School
School ional
(General) (Vocatpna &
Technical)
Answer N= % N= %
[t is certainly an unacceptable behaviour; the teacher
a shouldn't leave in the middle of the term 130 17.2 88 237
b The tgacher ;hou\d offer lessons both at the school and at 132 174 75 202
the private high school
I am not of the opinion that this is wrong. The teacher
d might choose to work at another school to improve the | 496 654 208 56.1
financial situation
758 100 371 100

The principal announced that the passing system was changed, with no official announcement
Question by the ministry of national education, and you, as the students, have to obey the new passing
10 system. However, in reality, there is no such change by the ministry of the national education.

In your opinion:

Secondary Secondary
School
School ional
(General) (Vocatpna &
Technical)
Answer N= % N= %
R The prm}opal shouldn't have announced this. The principal 557 695 274 739
has no right to make such an announcement
b If the announcement is of the benefit to the students it can 195 257 76 205
be made
c lam not of the opinion that this is wrong, the announcement 36 48 71 57
can be made
758 100 371 100
) Your teacher will be investigated by an inspector of the ministry of national education due
Question ) L b . ) S
1 to a complaint. The principal doesn't allow the inspector to perform the investigation. In your
opinion:
Secondary
Secondary School
School Vocational &
(General) ( ocatpna
Technical)
Answer N= % N= %
3 Thls_certamly is not ac_ceptable, The principal should allow 455 60.0 209 563
the inspector to investigate
Those who make the complaint may have complained the
b teacher due to the reasons _such as 4ea|ou_sy a‘nd slander. !f 250 330 19 391
there are not many complaints the investigation shouldn't
be done
Investigation performed in every complaint will hamper
d the service delivered; there should be no investigation 53 7.0 43 11.6
performed
758 100 371 100
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The principal used to have an old car. All of a sudden the principal had a more luxurious car than

%uestlon the old one. The principal made no explanations about how the car was bought to anybody
including the authorities and the other teachers. In your opinion:
Secondary Sesccohn(;j(jry
School ional
(General) (Vocanqna &
Technical)
Answer N= % N= %
a The principal should explain how he bought the car 73 9.6 36 9.7
The principal doesn't have to explain how the car was
b bought however it would have been better if the principal | 401 529 171 46.1
made an explanation in order to avoid rumours
c |am not of the gpiniqn that this is wrong. The cars are none 284 375 164 449
of other people’s business
758 100 371 100
Question A construction work has started in the school garden. You and the teachers alike have no idea
3 about the construction work. When the work is done you see that it is the new gymnasium. In
your opinion:
Secondary Sesccohnodoalry
School ional
(General) (\/ocathna &
Technical)
Answer N= % N= %
The principal should have informed the students and the
a teachers before the construction work and asked for our | 405 534 196 528
opinions
b The principal should have |Anformed the students and the 230 304 123 162
teachers after the construction started
c Iam not thhe_oplnlom_ t_hat this is vvrong:The principal can 123 162 59 140
do anything without giving any information
758 100 371 100
Question | The teacher fought and uttered bad words in the school garden to one another. In your
14 opinion:
Secondary
Secondary
School Ve SCh.OO| &
(General) ( ocationa
Technical)
Answer N= % N= %
3 This cert@_nlyls not acceptable. Teachers should be example 460 60.7 259 679
personalities
b Teachers can fight among themselves but not in front of 256 338 % 259
the students
C I am not of the opinion that this is wrong. 42 55 23 6.2
758 100 371 100
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Question | The principal invited the two students involved in a fight, their parents and teachers. Then, the
15 principal told the students off, saying that it is a bad thing to fight and warned them not to fight
again. In this case:
Secondary Secondary
School School
(General) (Vocational &
Technical)
Answer N= % N= %
a This certainly is not acceptable. Everybody should behave | 303 40.0 139 374
one another in a respectful manner
b The principal can tell the students off but not when they | 260 343 158 426
are with parents and teachers
C I am not of the opinion that this is wrong. 195 25.7 74 20.0
Question | The principal has just been appointed to your school. Because the principal has nowhere to
16 stay, she/he is accommodated in a vacant room at the school. In your opinion:
Secondary
Secondary School
School Vocational &
(General) ( Oca“c?”a
Technical)
Answer N= % N= %
a This is certainly not acceptable 123 16.2 58 15.6
b The principal can stay in the school until he/she can find a 576 76.0 282 760
place to stay
c The‘ prmcipal is entitled to use lthe school and the 9 78 3 84
equipment in the school as he/she likes
758 100 371 100
Question | Students leave the taps and lights on unnecessarily. There is no action taken against the school
17 against this. In your opinion:
Secondary
Secondary School
School Vocational &
(General) ( Ocamna
Technical)
Answer N= % N= %
This is certainly not acceptable. The students must be
a warned against this and the attendants should perform | 580 76.5 232 62.5
regular checks
The attendants should check the taps and the lights all the
o time and they should switch them off if they are not used 157 207 120 324
C I am not of the opinion that this is wrong. 21 28 19 5.1
758 100 371 100

Interestingly, the same areas of ethical confusion or ambivalence are also reflected among
young people, but they also have strong views on good behaviour (question 14). Where
they have no real experience of ethical issues (such as question 12) then they do not have
strong views, but where they do have experience (questions 5 and 10) then they do have
clearer ethical stances. It is worth noting that, as with adults, reporting unethical conduct
is not seen as acceptable.
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The questions, however, identify issues, although less about differences between public
and private sector employees than the variations about how ethics is viewed. What the
research needs to explore is the hierarchy of ethical expectations to see in which areas
the lack of clarity and ambivalence exists. To do this the research requires to be more
systematic in the approach.

Refining the Questions

To achieve this, the 17 questions were then identified with a core ethical principle and
these were then grouped into 4 dimensions for detailed analysis. These dimensions are:

e Justice and Honesty;

e Responsibility;

e Democracy, Respectability and Trust;
e Productivity and Efficiency.

The process is outlined in Table 17.

The answers a-c were also redefined to emphasise the issues involved by renaming them
as (a) Ethical Principle Adopted (b) Ethical Principle Partly Adopted and (c) Ethical Principle
Not Adopted.
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Table 17: From 17 questions to 4 dimensions

Questions Regulation Component E)tirr‘rllcesnsion

The teacher is setting up the seating arrangements of the students.

The teacher allocated the front rows for the hardworking students Integrity and Impartiality

with the highest marks.

You notice that a friend of yours is cheating on the exam. Informing the Authorities

The son of the principal and you are studying at the same school.

The son of the principal was caught vvh||¢ sFeaImg somethmg Avoiding Conflict of

and he was reported to the board of discipline, and the principal Interest

presides the board of discipline. Therefore, the principal has to take Justice and

a decision for his son. Honesty
Dimension

With all of your friends in the class you have decided to buy a
present to you teacher for Teacher’s Day. You ask your teacher what

No-Misuse of Authority
and Job to Gain

she/he needs. The teacher replies that she/he needs a TV Advantage

The principal stipulates that in order to gstab\.\sh the contract The Prohibition of

between the school and company dealing with the student transfer A . .
ccepting Gifts and

services, the children of the teachers at the school, including his,
should make use of the transfer services free of charge.

Gaining Advantage

(no component)

A project has been planned by your school. The teachers plan to
include the students with the highest marks

The Awareness of Public
Service in Carrying Out
The Tasks

The teacher in charge of the computer lab doesn't give permission
for personal studies out of the course time

The Awareness of Civic
Service

The teacher doesn't comply with the curriculum and conducts the
classes as she/he wishes with no proper plan and order.

Compliance with Service
Standards

Ateacher at a school declared in the middle of term that she/
he would leave due to the insufficient financial opportunities the
school provided and that would work at a private high school

Commitment to
Objective and Mission

The principal announced that the passing system was changed,

Responsibility

with no official announcement by the ministry of national Binding Announcements Dimension
education, and you, as the students, have to obey the new passing and Declarations
system. However, in reality, there is no such change by the ministry Contrary to The Truth
of the national education
Your teacher will be investigated by an inspector of the ministry of , S
; ) ; e . Managers'Responsibility
national education due to a complaint. The principal doesn't allow
) ) . to Account
the inspector to perform the investigation
The principal used to have an old car. All of a sudden the principal
had a more luxurious car, than the one. The principal made no Declaration of Propert
explanations about how the car was bought to anybody including perty
the authorities and the other teachers
A construction work has started in the school garden. You and the Informing Transoarenc
teachers alike have no idea about the construction work. When the 9, ransp Y
) - . and Participation
work is done you see that it is the new gymnasium
The teacher fought and uttered bad words in the school garden to Democraq./,.
Esteem and Trust Respectability
one another
and Trust
The principal invited the two students involved in a fight, their Dimension
parents and teachers. Then, the principal told the students off, Courtesy and Respect
saying that it is a bad thing to fight and warned them not to fight Y P
again.
incoa s nowhere t Sty dnhe s secommocied mavacont | | TeuseofPublc Asets i
princip Y and Resources Productivity
room at the school. and Efficiency
Dimension

Students leave the taps and lights on unnecessarily. There is no
action taken against the school against this

Avoiding Extravagance
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Justice and Honesty Dimension (For Students)

In the dimension of justice and honesty students were asked the principles which were
asked to the society before.

Table 18: Frequency Distributions for the Questions of Justice and Honesty Dimension For
Students

Ethical Pf;r?galle Ethical
Principle p Principle Not
Adopted Partly Adopted
Adopted

F (%) F (%) F (%)
Integrity and Impartiality 888 32.7 1394 514 432 159
Informing the Authorities 478 17.6 1301 479 935 345
Avoiding Conflict of Interest 1250 | 46.1 528 19.5 936 345
No-Misuse of Authority and Job to Gain Advantage 1214 | 447 951 35.0 549 20.2
The Prohibition of Accepting Gifts and Gaining 1768 | 651 732 270 514 79
Advantage

According to the information on Table 18, while the prohibition of accepting gifts and
gaining advantage is the principle adopted most, informing the authorities is the principle
adopted the least. The main reason for this could be that accepting gifts and gaining
advantage might be perceived as bribery and informing the authorities is not welcome
among people.

Responsibility Dimension (For Students)

In the dimension of responsibility students were asked the principles which were asked
to society before.

Table 19: Frequency Distributions for the Questions of Justice and Honesty Dimension For
Students

Ethical

Ethical Principle Ethical
Principle p Principle Not
Adopted Partly Adopted

Adopted

F (%) F (%) F (%)

The Awareness of Public Service in Carrying Out the 1426 | 525 1045 385 243 90

Tasks

The Awareness of Civic Service 902 332 1467 | 54.1 345 12.7
Compliance with Service Standards 1412 520 923 340 379 14.0
Commitment to Objective And Mission 876 323 518 19.1 1320 | 486
tBAr;c#:wu%hAnnouncements And Declarations Contrary to 1940 | 715 589 217 185 68
Managers'Responsibility to Account 1547 | 570 908 335 259 9.5
Declaration of Property 374 13.8 1,282 | 47.2 1,058 | 390
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According to the information on Table 19, the principle of “Binding announcements and
declarations contrary to the truth”is the one adopted most. Besides, the rate of adopting
the principles of ‘commitment to objective and mission and declaration of property” is
also high. In the questionnaire form these two principles were asked by putting economic
excuses in the front. This being the case, it could be said that students might welcome
the violation of these principles due to economic reasons. What's more, it is also worth
thinking about the low adopting rate of the principles in the dimension of responsibility.

Democracy, Respectability and Trust Dimension (For
Students)

In the dimension of democracy, respectability and trust, students were asked the principles
which were asked to society before.

Table 20: Frequency Distributions for the Questions of Democracy, Respectability and Trust
Dimension For Students

Ethical thical Ethical
Principle Partﬁl Principle Not
Adopted Adopted Adopted
F (%) F (%) F (%)
Informing, Transparency and Participation 1667 | 614 701 258 346 12.7
Esteem and Trust 1917 70.6 673 248 124 46
Courtesy and Respect 1248 46.0 893 329 573 21.1

According to the information provided in Table 20, the principle of “informing, transparency
and participation”was adopted by 1667 participants (61.4%). The principle of “respectability
and trust”was adopted by 1917 participants (70.6%). The principle of ‘courtesy and respect”
was adopted by 1248 participants (46%).

When the results are examined, it is seen that the principles of “informing, transparency and
participation”and “respectability and trust” are adopted by students at a higher rate than
society. This can be put down to the fact that students are in the expectations of reliable,
participative and transparent public employees. However, the low rate of “courtesy and
respect” contradicts with this expectation.

Productivity and Efficiency Dimension (For Students)

In the dimension of productivity and efficiency students were asked the principles which
were asked to society before.
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Table 21: Frequency Distributions for the Questions of Productivity and Efficiency Dimension for

Students
Ethical Pﬁfggalle Ethical
Principle p Principle Not
Adopted Partly Adopted
Adopted

F (%) F (%) F (%)

The Use of Public Assets And Resources 537 19.8 1980 73.0 197 7.3

Avoiding Extravagance 1938 714 692 255 84 3.1

According to the information provided in Table 21, the principle of “the use of public assets
and resources” was partly adopted by 1980 students (73.0%). The principle of “avoiding
extravagance”was adopted by 1938 participants (71.4%).

The main reason for the high rate of adopting the principle of “avoiding extravagance”
could be that this is not a good thing in terms of social and religious aspects. As for the
high rate of adopting the principle “the use of public assets and resources’, it could be due
to the personal choices.

Analysing the Dimensions

According to the information provided in Table 22, the principle of “justice and honesty
dimension”was partly adopted by 2165 participants (79.8%). The principle of “responsibility
dimension”was partly adopted by 2133 participants (78.6%). The principle of “democracy,
respectability and trust dimension”was adopted by 1354 participants (49.9%). The principle
of “productivity and efficiency” was partly adopted by 2309 participants (85.1%).

Table 22: Frequency Distributions for the Questions of Basic Ethical Dimensions for Students

Ethical
Ethical Ethical
Principle
Principle Principle Not
Partly
Adopted Adopted
Adopted
F (%) F (%) F (%)
Justice and Honesty Dimension 485 17.9 2165 79.8 64 24
Responsibility Dimension 553 204 | 2133 786 28 1.0
Democracy, Respectability and Trust Dimension 1354 | 499 1307 | 482 53 20
Productivity and Efficiency Dimension 388 143 | 2309 | 85.1 17 0.6

“Democracy, respectability and trust dimension” is adopted most by the participants.
From this it could be concluded that students have participative and democratic ethical
perception. However, it is worth thinking that the perception of justice and honesty,
responsibility and productivity and efficiency is low. This could lead to in the future a lower
rate for these dimensions considering their age.
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Addressing Ethics: The Role of Societal Units in the
Acquisition of Ethical Principles

In the acquisition of ethical principles, family, school and society for the previous section
were perceived important in the learning of ethical principles — see Table 13. In this part
of the study, the effect of the social units in the acquisition of the ethical principles for
students is discussed

The strongest sources are family and then school — see Table 23 — which is to be expected
since these two units willdominate ayoung person’s upbringing. Similarly the environment
in which they grow up - relatives and neighbours — will have a secondary effect. External
sources — the media and the internet — have the least effect.

Table 23: Frequency Distributions for the Role of Societal Units in Students’ Acquisition of Ethical
Principles (Family - School - Television, the Internet and Newspapers - People Around)

From my famil From school (from From TV, the internet From people around
y 4 teachers and friends) and newspapers, etc. |(relatives and neighbors)
Behavior Type Yes No Yes No Yes No Yes No

F % F % F % F % F % F % F % F %

I'have learnt that there
should be no discrimination
among people and 2409 (888 |305 |11.2 |1389 |512 |1325 |488 (228 |84 2486 (916 |710 [26.2 |2004 738
everybody should be treated
equally

I'have learnt that people
shouldn't be deceived (I
should behave in an honest
manner).

2431|1896 |283 |104 |1320 |486 |1394 |514 (220 |81 |2494 (919 |756 |279 [1958 |72.1

I have learnt that people
should perform their tasks as  |2046 |754 |668 |246 |1749 |644 |965 |356 |249 |92 |2465|90.8 |631 |232 |2083 |76.8
best as they can.

I'have learnt that | will

be awarded, when good,
or punished, when

bad, according to the
consequences of the tasks
| perform

1822 |67.1 |892 (329 (1632 [60.1 |1082 |399 |358 |132 |2356 (868 [539 [199 |2175 |80.1

I have learnt that my opinion
also counts about the 2188 1806 |526 |194 |1357 |50.0 |1357 |50.0 |249 |9.2 |2465|908 |648 |239 |2066 |76.1
decision related to me.

I have learnt that | should be
polite and respectful when 2363 |87.1 |351 |129 |1503 |554 (1211 {446 |290 [10.7 |2424 893 |876 |32.3 |1838|67.7
talking to people.

I'have learnt that I should
utilize what I have properly 2351 |86.6 |363 |134 |1522 |56.1 |1192 (439 |614 |22.6 |2100 |774 |835 |308 |1879 (692
and shouldn't waste.

When the relation between education and the dimension of responsibility is taken into
consideration, it is seen that the rate of those not adopting this is quite low. Besides,
while there is an increase in the level of adopting the ethical principle depending on the
increase in the educational level within this principle, the rate of those partly adopting
is low depending on the increase in educational level. While there is a rise in the rate of
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adopting the principle of justice and honesty, there is a fall in the rate of those who do not
adopt this or partly adopt this.

When the justice and honesty dimension is considered for the provinces in the study, there
are some parallel findings. In other words, there are no significant differences among the
provinces in this dimension. However, despite the rate of partly-adopted for the dimension
of justice and honesty, the rate of completely-adopted is low, which could hint that this
principle might be flexible in some situations.

When viewed overall, in both sections, the role of family and then school are clearly of
major significance to the ethical development of people. When measured against the
culture of the state, and where the areas of ethical confusion or ambivalence are already
identified to some degree in young people, then it is clear that there is a major role to
be played by family and by schools in developing ethical clarity and adoption of ethical
principles before young people enter employment.
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THE EVALUATION OF INTERVIEWS WITH THE MEDIA and
NGOs

Before confirming the initial findings noted at the end of the last section, there role of the
media (7.1) and NGOs (7.2) in relation the promotion of ethics is considered.

The Perception of Ethics In The Media

Since the questions in the interviews with the personnel and the managers in media are
open-ended, each question was individually evaluated. In the media sampling, the written
media (nationwide newspapers and journals), audio media (local radios), broadcasting
channels and electronic media (web portals) are included. The number of the participants
willing to take part in the study from the media is 58. The results of the evaluation are
reported below.

1. What do you think of the ethical awareness and behavior in public employees?

(90%) of the participants (52 people) are of the opinion that ethical awareness is not
at the desired level. Those who think it is at the desired level state that this awareness
is not reflected in their behavior and people are not sensitive to ethical issues. It is also
stressed that legal regulations are needed to promote ethical awareness.

2. What do you think of the responsibility for the impartial and honest behavior of
the state employees in their job?

All of the participants (58 people) state that they should be impartial and honest in
carrying out their tasks, however, in practice, this is not the case. The underlying reason
for this is the inadequate pay conditions and the personal interests of the individual
rather than the public interest. As a solution to this, they state that the legal regulation
should be deterrent and in the employment process individuals with ethical awareness
should be given priority.

3. How do you evaluate the attitude of the society in this issue?

All of the participants (58 people) state that the society lacks sensitivity and awareness
in this issue and the society cannot have pressure on public employees, and they
cannot perform the task of auditing. Besides, even if this principle is adopted, this is
not the case in practice.

4. How do you evaluate the attitude of media to state employees in this issue?

97% of the participants (56 people) accepts the role of media in forming the awareness
of honesty and impartial behavior for state employees but they state that in present
outlook, the news is organized in a biased manner based on the interest of parties
and ideological stance is an important factor in this. Besides, on the event that a legal
mechanism sensitive to the ethical concerns exists, there will be no responsibility for
this on the media.
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5. What do you think of the responsibility of awareness of public service the state
employees should have in carrying out their task?

All of the participants (58 people) state that state employees should perform their
task with the awareness that they are performing public services. They state that state
employees give priority to their interest. Besides, they state that the state employees
are not promoted on the basis of merit and for this reason; they do not have any
awareness of public service. As a solution to this, in-service education and ethical
education should be provided.

6. How do you evaluate the attitude of the society in this issue?

All of the participants (58 people) state that the society should be demanding in this
issue. Besides, the society feels disturbed by the lack of awareness of public service but
they are unable to question their actions in an effective way. Despite this, the general
outlook is better compared to 10 years ago in this issue.

7. How do you evaluate the attitude of media to state employees in this issue?

Nearly (25%) of the participants (15 people) are of the opinion that the role of media in
this issue is not adequate, while (75%) thinks (43 people) that media is effective in this
issue but they are biased. As a solution to this public administration should have their
auto-control mechanism and the power of media should be lessened.

8. What do you think of the responsibility of impartiality and accountability the
state employees should have in carrying out their task?

All of the participants (58 people) state that public employees should perform services
in an accountable and impartial manner. However, in practice, this principle is not put
into effect. The applications related to this principle are well below the EU standards
and this should be supported with legal regulations.

9. How do you evaluate the attitude of the society in this issue?

All of the participants (58 people) state that society is aware of this issue but they do
not have a common stance against this. Besides, it is also stated that society is affected
by the attitude of the media. It is suggested that society should be informed about
this.

10.How do you evaluate the attitude of media to state employees in this issue?

All of the participants (58 people) state that the media has a role in accountability and
this is effective. It is pointed that the media cannot perform this role in an impartial
manner and ideology damages the objectivity of media. Besides, because the public
organizations are not transparent, the media cannot reach true and reliable information
and for this reason the news could be misleading the society.
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11.What do you think of the responsibility of state employees not to gain advantage
in carrying out their task?

All of the participants (58 people) were in favor that state employees should not have
personal interest in performing their tasks however in practice this is just the opposite.
As a solution, severe sanction should be implemented.

12.How do you evaluate the attitude of the society in this issue?

All of the participants (58 people) state that they favor this principle but this is not
applied in practice and the awareness of participation is not developed well enough.

13.How do you evaluate the attitude of media to state employees in this issue?

All of the participants (58 people) state that the media has a role in this but they
perform this role in a biased manner.

14.Whatdoyouthinkoftheresponsibility of state employeesto behave participative
in carrying out their task?

50% of the participants (29 people) state that participation is not necessary in public
tasks and every employee should perform their task as stated in their job description.
25% of the employees (14 people) state that it is necessary while another 25% (15
people) state that it is inadequate.

15.How do you evaluate the attitude of the society in this issue?

All of the participants (58 people) point that it is inadequate but it is better when
compared to the past.

16.How do you evaluate the attitude of media to state employees in this issue?

All of the participants (58 people) state that media has a biased stance and participation
doesn't take attention as desired.

17.What do you think of the responsibility of state employees to behave respectfully
and courteously in carrying out their task?

All of the participants (58 people) state that this principle should be obeyed but state
employees do not take this principle into consideration.

18.How do you evaluate the attitude of the society in this issue?

All of the participants (58 people) state that the society fell disturbed by this issue but
they cannot put their reaction into practice.

19.How do you evaluate the attitude of media to state employees in this issue?

All of the participants (58 people) state that the media is powerful in this issue but they
use this power in a biased manner or they do not use it at all.
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20.What do you think of the responsibility of the state employees to save the public
assets and not to waste in carrying out their task?

All of the participants (58 people) state that this principle should be adhered to but
public employees do not take this principle into consideration.

21.How do you evaluate the attitude of the society in this issue?

Nearly all of the participants (57 people) state that they feel disturbed by this issue but
they cannot put any reaction into action.

22.How do you evaluate the attitude of media to state employees in this issue?

Nearly all of the participants (57 people) state that the media is powerful in this issue
but they use this power in a biased manner or they do not use it at all.

23.What is the role of media in the acquisition of the ethical awareness in society
related to public employees?

All of the participants (58 people) state that the media has an important role in the in
the acquisition of the ethical awareness but the media doesn't perform its role.

24.1In your opinion, should the media put the unethical behavior in the first place or
ethical behavior in order to help society to acquire ethical awareness? Why?

Nearly all of the participants (57 people) state that both types of news are necessary
for ethical awareness. It is pointed that news on ethical behavior will have example
behavior and unethical news will have a deterrent role for the individuals. However, in
practice, the subject of the news is mostly unethical behavior and the reason for this is
that unethical behavior has more news-value.

25.1n your opinion, what sort of effect does the consistency of the programs in
media with the values of the society have in the ethical awareness of the state
employees? Why?

All of the participants (58 people) state that, the broadcasting news related to the
values of the society will have a positive impact in terms of ethical awareness. In this
way, there will be sound linkages between the society and the state.

26.In your opinion, what should media do for corruption and unethical behavior?

a. The media should behave objectively and impartially (100% — 58 people)

a. There should be news on ethical behaviors (100% — 58 people)

b. There should be news on unethical behaviors. (90% — 52 people)

¢. The media should have a critical point of view(85% — 49 people)

d. There should be educating and didactic programs and behaviors (80% — 46
people)

e. The media should pursue the innovations and be the forerunner in the issue (75%
— 43 people)
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The Evaluation of Interviews with NGOs (Ethical Perception in
NGOs)

Since the questions in this part are open ended semi structured questions, the evaluations
were made separately. The field of operation of the NGOs covers all types of activities.
The number of the participants willing to take part in the study is 44. The results of the
assessment were presented below

1. What do you think of the ethical awareness and behavior in public employees?

All of the participants (44 people) are of the opinion that ethical awareness is very low. It
is pointed that in order for the ethical awareness to be personalized, the society should
form this awareness and adopts this and then this will be reflected in individuals and
public organizations. Another point of view mentioned is that as the personal interests
are high and the tenure is high, the ethical awareness becomes lower.

2. What do you think of the responsibility for the impartial and honest behavior of
the state employees in their job?

All of the participants (44 people) state that public employees should behave honestly
and impartially but in practice this is not the case. As a reason for this, they point that
there is a high level of favoritism among the employees and public employees regard
themselves as superior to the service takers rather than as an individual performing
his / her task.

3. How do you evaluate the attitude of the society in this issue?

All of the participants (44 people) report negative views in this issue. 30% of the
negative views (13 people) state that there is pressure on public employees for
favoritism, another 30% (14 people) state that the society is insensitive and unaware,
20% (8 people) point that society regards favoritism as legitimate something normal.
The rest of the participants state that reaction by society is neutralized by the state on
purpose and for this reason they regard the present undesired situation as something
normal.

4. Howdoyouevaluatetheattitude of civil society organizations to state employees
in this issue?

All of the participants (44 people) state that NGOs are ineffective in this issue. As a
reason for this, 50% (22 people) of them state that the NGOs act in a biased manner. In
the issue of being biased, 20% of the participants (8 people) state that organizations
are established not for service purposes but for ideological and political missions, 30%
(14 people) state that civil society organizations are established to strengthen fellow
townsman relations and to get funds from companies. 30% (14 people) state that the
society is insensitive to civil organizations and the rest of the participant’s state that
NGOs are far from being partners.
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. What do you think of the responsibility of awareness of public service the state
employees should have in carrying out their task?

All of the participants (44 people) agree that the state employees don't have the
responsibility of awareness of public service in carrying out their task. As a reason for
this, 20% (8 people) state that the personnel are not employed on the basis of merit,
30% (14 people) state that they are under political pressure, 20% (8 people) state that
they are under economic pressure. 30% (15 people) state that they do not have the
awareness of public service because their field of responsibility, task and authority is
not defined.

. How do you evaluate the attitude of the society in this issue?

All of the participants (44 people) state that the society is reluctant in this issue and
for this reason participation is low. 30% (14 people) state as a reason that the society
ask public employees on purpose to act in a biased manner, 30% (15 people) state
that since the society has no awareness, they do not know what to ask what not to
ask. 30% (14 people) state that the people regard themselves insufficient for this
issue, the channels of participation are low and state employees are insensitive to the
requests and the society suffers from a learned-despair. 10% (4 people) state that the
responsibility should not be put on the society but on the system itself.

. Howdoyouevaluate theattitude of civil society organizations to state employees
in this issue?

All of the participants (44 people) state that NGOs could be more active in this issue
but this is not the case in practice. As a reason for this, it is stated that there are political,
ideological and individual concerns.

. What do you think of the responsibility of impartiality and accountability the
state employees should have in carrying out their task?

All of the participants (44 people) point that state employees should behave in an
impartial and accountable manner. However, it is stated that this is not the case in
practice. As reasons for this, it is pointed that Turkish state tradition, problems of public
administration, secrecy because of national security concerns, biased actions of the
employees on accountability and biased action of the auditors.

. How do you evaluate the attitude of the society in this issue?

All of the participants (44 people) state that the society has awareness in this issue but
they do not have any reaction and they cannot have a common attitude. The reasons
for this are that the information provided by public organizations are not transparent,
the society does not trust this information, the society is not informed to provide
participation and there is no sense of citizenship in the society.
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10.How doyou evaluate the attitude of civil society organizations to state employees
in this issue?

While the participants agree that NGOs could be effective in this issue, they are not
effective enough in intervening in the process. 40% of the participants (18 people) state
that NGOs other than consumers unions and professional chambers lacks information
in accountability and transparency and the rest of the participants are of the opinion
that NGOs are biased and their inability to react is on purpose.

11.What do you think of the responsibility of state employees not to gain advantage
in carrying out their task?

Allof the participants (44 people) state that this principle is a positive one and supported
by all parts of the society, however the application of this principle is just the opposite
way. As a solution to this legal regulations should be developed and society in general
should be informed about this issue.

12.How do you evaluate the attitude of the society in this issue?

All of the participants (44 people) state that the participative behavior of the society is
not at the desired level. The reason for this is people regards bribery legalized for their
self interests.

13.Howdoyou evaluate the attitude of civil society organizations to state employees
in this issue?

All of the participants (44 people) state that civil society organizations has a role in this
issue but this is not at the desired level. While some of the participants think as a reason
for this that NGOs do not have an efficient legal infrastructure, others state that these
organizations have unbiased attitude due to political and ideological reasons.

14.Whatdoyouthink of theresponsibility of state employeesto behave participative
in carrying out their task?

All of the participants (43 people) point that state employees should adhere to this
principle but in practice this is not the situation. As a reason for this it is stated that
state employees regard themselves superior to citizens and they do not impart the
citizens in the process.

15.How do you evaluate the attitude of the society in this issue?

All of the participants (44 people) state that the attitude of the society in this issue
is not adequate. As a reason for this, it is pointed that the culture of participation is
very low and individuals feel themselves inefficient and for this reason they cannot
interfere.
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16.How doyou evaluate the attitude of civil society organizations to state employees
in this issue?

Nearly all of the participants (43 people) agree that NGOs could be more effective in
this issue but they are not an efficient actor in this issue.

17.What do you think of the responsibility of state employees to behave respectfully
and courteously in carrying out their task?

All of the participants (44 people) state that there should be this principle but state
employees does not act according to this principle. As a reason for this, it is stated
that the work load of the state employees is high and citizens ask for things out of the
standard procedures. Furthermore, despite this, there is an improvement compared to
the last twenty years.

18.How do you evaluate the attitude of the society in this issue?

Nearly all of the participants (43 people) point that the reaction of the society in
this is not adequate. While some of the participants state that with the increasing
communication the society becomes more informed about this issue, some of them
state that state employees should be behaved gently but this is not the case.

19.How doyou evaluate the attitude of civil society organizations to state employees
in this issue?

48% of the participants (21 people) agree that while NGOs could be effective in this
issue, they are not effective agents in the process. Furthermore, they are participants
who think that NGOs are intervening in this issue.

20.What do you think of the responsibility of the state employees to save in public
assets and not to waste in carrying out their task?

All of the participants (44 people) state that this principle should be adhered to but in
practice state employees do not act in accordance with this principle.

21.How do you evaluate the attitude of the society in this issue?

35% of the participants (15 people) state that the attitude of the society is determined
and directed by political parties. Although 10% of the participants (4 people) are aware
of the negative implementations, they state the process cannot be interfered, while
14% of the participants (6 people) state that the society is insensitive in this issue and
the society is a waster.

22.How doyou evaluate the attitude of civil society organizations to state employees
in this issue?

All of the participants (44 people) state that the role of NGOs is powerful but they
use this power in a biased manner or they do not use it. (34%) of the participants (15
people) state that the only point civil society organizations are efficient in is saving.
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23.What is the role of NGOs in the acquisition of the ethical awareness in society
related to public employees?

30% of the participants (13 people) state that the civil society has no role in this and
50% (22 people) state that this role is important but it is not reflected in real life and
application. 20% (8 people) state that NGOs have become to be effective in the creating
the ethical awareness.

24.In your opinion, should the NGOs put the unethical behavior in the first place or
ethical behavior in order to help society to acquire ethical awareness? Why?

50% of the participants (22 people) state that both types of behavior are necessary
for ethical awareness. 30% of the participant’s (13 people) state that ethical behaviors
should be in the first place, while 20% of the participants (8 people) state that unethical
behaviors should be in the first place. It is pointed that ethical behaviors will have an
exemplary and unethical behaviors will have a deterrent role.

25.In your opinion, what should NGOs do for corruption and unethical behavior of
state employees?

These organizations should be impartial and objective (100% — 44 people)

o

They should be transparent (100% — 44 people)
They should take on didactic and educational roles, (98% — 43 people)
They should have ethical consistency among themselves (90% — 40 people)

They should have a critical point of view (85% — 37 people)

- oo N

They should pursue innovation, conduct research and development studies, make
use of technology and be forerunner in the field. (79% — 35 people)
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GENERAL EVALUATION

Introduction

The power of culture on ethical codes also affects the perception of ethics in public
administrations. Through this study, there are two dimensions analyzed, which are the
mission imposed on the public administration by the people at large and the perception
of public officials (in the part on society the data on public officials were obtained by
asking the sector employed at as demographic data and this is given under the heading
of society). Drawing on the literature review, the frames of the field study was set. The
study included students and parents living in Ankara Istanbul and Kars. Besides, Members
of Non-Governmental Organizations as well as the Media were included in the study with
semi-structured open ended interview questions.

The ethical principles in were groped as Justice and honesty, responsibility, democracy,
respectability and trust, productivity and efficiency dimensions. And their level of adoption
by the students and the society was measured.

The study has four main headings

e Society's perception of public administration ethics

The role of education in adopting the public administration ethics

The role the media in adopting the public administration ethics

The role of the NGOs in adopting the public administration ethics

The Perception of Society on Public Administration

In this part, the level of adopting the public administration ethical principles and the
elements effective in determining this level will be dealt with. Findings obtained as a result
of the analyses performed can be outlined in the following part.

The level of adopting the dimensions of Responsibility and Productivity and Efficiency
are higher than the other dimensions. On the other hand, justice and honesty dimension,
and democracy, respectability and trust are partly adopted dimensions. This result shows
us that the expectations of society on public employees are high and they expect state
employees a responsible service concept. However, it is observed that they could be
flexible in the expectations on democratic values such as being fair, participation and
courtesy.

In the society, the principle of honesty and impartiality is the principle adopted most
within the perception of justice and honesty. The level of adopting the other principles is
flexible. The flexibility of these principles has the risk of having the individual interests in
the first place and ignoring such behaviors.

The perception of justice and honesty dimension varies in some variables. The organization
the participants are employed at may cause differences in the level of adopting this
dimension. Those employed at private sector have a higher level of adopting this variable.
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The low rate of adopting of these principles has the risk of having the individual interests
in the first place and ignoring such behaviors. The level of adopting ethical principles
varies in the place of residence. In this regard, the dimension of justice and honesty was
least adopted in Istanbul.

In the society, the principle of complying with the standards and commitment to objectives
and mission are the principles adopted most within the perception of responsibility. In this
dimension the rate of not adopting commitment to objectives and mission and awareness
of public service is high. This situation could be thought as an indication that citizens are
not informed enough and they don't regard themselves entitled in this issue.

In this dimension, the level of adopting “information, transparency and participation’,
“respectability and trust”is high, while it is low for “courtesy and respect” The society does
not expect state employees to behave in a respectful manner and may welcome negative
behavior in this.

The ethical perception of the society differs in the place of residence. Considering this, the
highest rate of adopting is in Ankara. The main reason for this could be that the number of
civil servants employed in Ankara is very high and there are more face to face relations in
this city with the civil servants. The lowest rate is in Istanbul

The rate of adopting the dimension of productivity and efficiency is higher for the males
than females. The organization employed at leads to a difference in the adopting level of
this dimension. The level of adopting this dimension is high for the private sector. On the
other hand itis low for those employed at public sector and this low rate may have the risk
that those at public sector might make the ethical risks flexible.

When assessed as a whole, while the level of adopting the ethical principles of tangible
and economic ones is higher, that of intangible and related to service understanding is
lower. It is seen that the level of information in this issue is not adequate enough.

It has been found out that the primary role belongs to family, school and social units.
Media, organization employed at and NGOs have secondary role in the acquisition of
ethical principles.

This result suggests that the primary groups are more effective in adopting the ethical
principles in society and NGOs and media are ineffective in this issue.

When the data on the perception of public ethics are examined in general, it is possible
to point out the followings. Questions were asked on the understanding of sacred state
understanding thought to be effective in implementation and adopting of the ethical
principles, the high distance between the powerful and the weak and the general structure
of the state. A majority of the participants accepted the existence of these elements, they
agreed on the fact that these elements lead to unequal attitude towards service receivers,
the long distance between the superior and the subordinate and unquestionable nature
of the public employees.
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The Role of Education in the Acquisition of Public
Administration Ethics

In this part of the study, the main objective was to find out the role of education in the
principles of public ethical principles. The sampling of this study is comprised of students
from different age groups and schools receiving education in three different provinces. As
in the previous parts, the ethical principles were put into dimensions and the questions
were presented in the form of scenarios to facilitate comprehension.

When the level of adopting “basic ethical principle dimensions”is analyzed, it is seen that
thelevel of adopting the principle of ‘democracy, respectability and trust”is higher than the
other dimensions. This situation hints that students are in the expectation of a democratic
and participative administration. However, the level of adopting the dimension of “justice
and responsibility”is lower than the other dimensions. In this context, it is observed that
the awareness of this dimension is not yet developed for the participants.

Whenthelevel of adopting the principles related to“justice and honesty"is assessed, itis seen
that the principle of “accepting gifts and prohibition of gaining advantage” was adopted
most, while “informing to the authorities” principle was adopted least. In this dimension it
is seen that there are differences between the responses from the questionnaires of the
society and the responses from students. As stated earlier, the principle adopted most in
the questionnaire of society is “honesty and impartiality’, students adopted the principle
of “accepting gifts and prohibition of gaining advantage” The underlying reason for this
could be experience, education and age. Since these variables has an influence on the
level of perception, the differentiation could be regarded normal. However, the low level of
adopting the ethical principles under the dimension of “justice and honesty” poses the risk
that the level of adopting these principles in the following years could be much lower.

When the level of adopting the principles related to “responsibility”is assessed, it is seen
that the principle of “binding announcements and declarations contrary to the truth”was
adopted most, while “declaration of property” principle was adopted least.

When the level of adopting responsibility dimension was analyzed by the place of
residence, it is seen that this dimension is adopted most in Ankara. The educational unitin
which the perception of total ethical perception is adopted most is primary schools. It was
also found out that in terms of age difference, those aged 16 adopted least while those
11 adopted most.

The level of adopting the “democracy, respectability and trust”is higher than the other
dimensions for students. The principles of “informing, transparency and participation’,
“respectability and trust’, “courtesy and respect” is higher when compared to other
principles. This shows that the expectations of students are high in terms of democracy,

respectability and trust.

Related to this dimension, it is seen that the principle of “avoiding extravagance”is adopted
at a high rate. The principle of “the use of public assets and sources” was partly adopted.
This hints that the idea of using public assets in an efficient manner has not been totally
internalized.
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When the analysis performed in order to find out the factors that could be influential in
acquiring the ethical principles is examined, the family takes the lead. Then follow school,
close environment and communication channels. According to this result, the education of
families should be given priority in the studies to develop the awareness of ethics in public
administration and the teachers whom students take as a model should be encouraged
to gain this awareness.

The Role of Media in Public Administration Ethics

In this scope, Ankara representatives of media organizations were reached on and with
semi-structured questionnaire open ended questions and face-to-face the interviews were
conducted. In these interviews, the opinions of media members on the ethical behavioral
principle of public employees were asked. In the following parts, the perception of the
opinions of the society by the media members and the role of the media and suggestions
were asked.

The first finding obtained in the interviews is the self-criticism of the media members. The
media members state that media lacks an ethical internal consistency. In their opinions,
the public employees should have ethical principles but in practice there is an unlike
situation. This outlook differs in public administration ethical dimension. As the reasons
for not complying with ethical codes are with respect to some ethical perspectives
economical problems for other ethical perspectives it's the pressure of traditional structure
of the society on public employees. Another point made by the media members in this
issue is the lack of legal sanction and practices. In their opinions, the sanctions should be
intensified.

The media members regard the attitude and the sensitivity level of the society against the
ethical principles as low and in this regard point out that the society should be informed.
However, they also state that the sensitivity level is increasing compared to previous years
and terms.

Media members are of the opinion that their ethical inconsistency is a problem and their
role is low in the contribution to adopting the ethical principles.

The media members state that in terms of honesty and impartiality, the public employees
are not sensitive enough and the reason for this is economic. To them, this problem can be
solved by legal regulations and employment of personnel with ethical awareness. Besides,
according to media members, the society is indifferent to this and the media behaves in a
biased manner considering the ideology or interest in the news on public employees.

In terms of public service awareness, media members state that public employees are not
sensitive enough and public employees think of their interest in the first place. Another
reason is not obeying the principle of meritocracy in promotions and appointments. As
a solution to this problem, in-service and ethical education is offered. The participants
state that media has an influence in this issue but they have a biased stance towards
this. As a solution to this, they emphasized that the public administration mechanism
should established internal auditing function and the monopolistic power in this should
be broken.
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Another point worth mentioning is the fact that most of the participants emphasize that
participation is not necessary in public administration and every employee should make
his/her job description.

The media members are of the opinion that the news related to ethical and unethical
events should be given in the same proportionate in the television, radio programs for
ethical awareness. Besides, they emphasize that news on ethical behavior will be examples
and unethical behavior will be barriers in the acquisition of ethical principles. However, it
is pointed out that in practice there are more news about unethical behaviors. The reason
for this is that such events are of more news value.

What's more, all of the participants are of the opinion that media coverage of social values
will have a positive effect on the awareness of ethics and they state that in this way there
will be strong bonds between the society and the state.

Some proposals for the solution to the prevention of corruption and ethical awareness for
media members have been made. These are as the followings;

e Media should be impartial and objective

e There should be news related to appropriate ethical behavior

e There should be news on non-ethical behavior

e Media should have a critical point of view

e There should be educational and informative programs on ethics in the media

e Media should keep up with the developments and take the lead

The Role of NGOs in Public Administration Ethics

In the interviews, civil society organization members were asked their opinions on ethical
behavioral principles of public employees. The following questions were about how they
perceive these ethical principles in NGOs and the role of them and their suggestions on
the issue.

In the interviews, the NGOs stated some self-criticism similar to that of media members. The
participants, state that NGOs lack internal ethical consistency within their organizations.
All of the participants state that they are acting in a biased attitude towards public
administration ethics.

All of the participants are of the opinion that the ethical awareness is very low. For
individuals to gain ethical awareness, first of all the society should have it and adopt it.
Afterwards, this adopted awareness by the society will be transferred to individuals in the
society. Another point emphasized is that as the level of positions increases the ethical
awareness decreases.

Members of NGOs are of the opinion that public employees have some ethical principles
but in practice this is just the opposite. This outlook differs in public administration ethical
dimension. In some ethical perspectives, as the reasons for not complying with ethical
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codes are economic problems and the pressure of traditional structure of the society on
public employees.

Another point made by the civil society organization members is that society doesn't act
as an element of pressure in the issue of complying with the ethical principle for public
administration. Some of the participant’s state that the society is indifferent to the point
and others state that people are indifferent on account of their own interest.

This is a thought-provoking perspective on the indifference of society perceived by NGOs,
which are thought to have a considerable potential in promoting the level of awareness
of the society.

The fact that a majority of the participants do not agree on the role of promoting the
level of awareness of the society is an indication that this awareness level hasn't been well
established in society yet. The main reason for this is that individual interests take priority
over everything else.

Some proposals for the solution to the prevention of corruption and ethical awareness for
civil society organization members have been made. These are as the followings;

e NGOs should be impartial and objective

e NGOs should be transparent

e NGOs should take on the role of education public at large
e NGOs should have internal ethical consistency

e NGOs should have a critical point of view

e NGOs should keep up with the developments, have research and development
studies, make use of the technology and take the lead
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CONCLUSION and RECOMMENDATIONS

In this paper, ethics in public administration is investigated within the frame of social
structure and culture. This study conducted based on the thesis that ethical perception
cannot develop free from social structure and culture is important in the acquisition of
ethical principles. The understanding of state and state employees in each culture differs.
Especially, the point of view about the relation between the individuals and those who
manage and those who are managed has an impact in the formation of perception
towards public organizations and state employees. This interaction is reflected in the
ethical perception in public administration.

In this study, the relation between Turkish social structure and the ethical perception on
Turkish public administration have analyzed. Results obtained show that the perception
on state is reflected in public administration. Culturally collectivist structure of the state
makes the state and state administrations sacred. However, analyses performed under
the “democracy, respectability and trust dimension” show that young participants favor
the principles of informing, transparency and participation, respectability and trust
more compared to elder participants. This result show that the global changes in the
structure of administrations are reflected in Turkish social structure and young people
are in an expectation of a democratic and participative administration. Besides, the level
of adopting “justice and responsibility” dimension is low among the youth compared to
other dimensions. This shows that this dimension is related to experience and education
received. In this context, the awareness related to this dimension isn't developed.

The understanding that social coherence and agreement should not be broken down
in the collectivist social structure is another result that decreases the level of adopting
the dimension of informing the authorities. The principles of honesty and impartiality,
avoiding the conflict of interest, not using authority to gain advantage and the prohibition
of receiving gift investigated under the dimension of justice and honesty were partly
adopted. The reason why this dimension was partly adopted is about the understanding of
power in Turkish society, to protect the family members and friends, having a charismatic
character and being able to impose sanctions is necessary.

Data obtained in the results of the study show that the level of adopting the principle of
"avoiding lavishness” under the dimension of productivity and efficiency is higher that
the level of adopting “the use of state assets and resources” principle. This presents a
contradictory situation that should be dealt with in particular attention in a country where
traditional values are greatly embraced.

"

In terms of responsibility, the principles adopted most are “‘complying with the standards
and “‘commitment to objectives and mission” This situation can be interpreted that
the society has a high level of awareness in terms of auditing the state employees not
conforming to the standards and making announcements contrary to the truth. However,
this result which is related to the understanding of service contradicts with the result that
the low level of adopting the principles of “public service awareness in performing tasks’,
"awareness of serving to society”and commitment to objective and mission”. The high level
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of adopting the values such as conforming to values and standards and accountability
to managers are findings supporting that there is a sense of avoiding punishment and
expectation of rewards.

Another issue dealt in the study is the role of media and NGOs in the acquisition of ethical
principles. In this scope, interviews were conducted between media members and the
members of NGOs. The media members and the members and the representatives
of NGOs criticized themselves in the first place and state that ethical awareness is not
developed at a full sense in these units. This criticism is directed at the dimension of justice
and honesty most. In a similar manner, it is stated that state employees do not act in an
impartial and honest manner. It is pointed that there should be some legal regulation to
get rid of this situation.

Another suggestion for the acquisition of the ethical principles is that news on ethical and
unethical behaviors should be given in the same proportionate in the printed and visual
means of communication rather than the behavior with news value, ethical behavior of
those that could be model for the acquisition of ethical values should be given priority in
the media. With transparent and accountable demonstrations, unethical behaviors could
be lessened.

In addition to these, both the media members and the representatives of NGOs are of
the opinion that they have a secondary role in the acquisition of ethical principles. This
thought stems from the fact that these units, considered to have an impact in shaping
the social structure, do not want to take on the responsibility. Nonetheless, along with
the technological advances, mass communication means are in every aspect of our life
and shape the social development of the youth in particular. For this reason, we are of the
opinion that programs for the acquisition of ethical principles and awareness should be
broadcast regularly on visual and printed media.

The role of NGOs in the formation of a participative and democratic social structure is an
undeniable fact. The role of civil society in this is to prevent unethical behavior with social
auditing. Ethical values received through education and in the family will be enhanced
with the use of these tools in the process of socialization.

Despite the legal and organizational regulations targeted, it is seen that some state
employees are in the manner of having unethical behavior and attitude. In Turkey,
especially the local administrations should get rid of the character of “allocating shares”
and in this way political rant should be prevented. Within this frame, there should be legal
sanctions preventing the interference of politics in bureaucracy. Besides, there should be
legal measures preventing the pressures of social binds such as relative and acquaintances
against nepotism. What's more, personnel employment and pay policy should be
rearranged in a manner that will not allow these to happen. The accountability and
transparency mechanism should function well and with the help of in-service educational
activities the sensitivity of ethical behavior of the society should be refreshed all the time.

It has been concluded that along with the administrative and legal regulations the ethical
awareness of the society should be promoted in order for the ethical principles to be
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favored. Ethical perception does not develop free from the social culture, for this reason in
public administration ethical principles should be taken as cultural values. Every individual
in the society, especially the politicians, public administrators and state employees should
have the awareness of what purpose they are performing their task. Every individual in
their decisions on behalf of the public and public works should question themselves on
whether they are performing a specific task on their behalf and interest or for the public
interest while performing their tasks. In order to prevent corruption and degeneration
in public administration, the cultural infrastructure should be institutionalized based on
the principles of justice, equality, transparency and accountability. Policy makers and
enforcers in our country should attempt to place the awareness of the public service
above all the interests and expectations starting from the ethical values they have, instead
of complaining about the present situation. In the establishment of this awareness the
power of the media and the NGOs should be used as well. It is an undeniable fact that
this awareness could be acquired starting from the childhood. For this reason, at schools
the ethical principles, the responsibility of ethics should be offered in the courses of social
sciences, civic and social life course in theory and in practice. In the public administration
that will be offered in theoretical base, ethical principles should be exemplified by the
behavior of the teachers, who are also the first state employees the children come across
in their lives and this should be supported by other units of the society. With the flourish
of the awareness of the public benefit, the first steps will have been taken in the process
of solving the problem. In terms of legal frame, this will be more meaningful and effective
as well.

We can detail the suggestions as the following;

In order to eliminate the unethical behaviors, the institutional structure of the state should
be re-organized. These regulations should be performed in a manner that will take the
present day’s conditions and needs into consideration.

For institutional regulations and organizations;

e Public service and public benefit should be redefined

e State should not have the position of employer

e Mechanisms that will enable accountability and transparency should be put into
action and public institutions should dismiss their authority positions.

e Service processes should be redefined and state employees should stop regarding
themselves superior to citizens.

In this paper it is observed that the level of absorbing the ethical principles is low. Society
is not in the position of creating a pressure group on the state employees with this low
level of adopting. State organizations lacking social pressure are bound to corruption and
unproductivity.

One of the reasons for unethical behavior in public organizations is that the regulations
applied are from ceiling to floor. For this reason, both the practitioners and citizens do
not have enough information on the changing processes and are unable to have ethical

318



ETHICS, CULTURE AND SOCIETY

behaviors in this regard. In order to solve this problem, there should be a chain of
participation starting from practitioners to citizens:

e FEducation programs should be given on how to implement the regulations and
decisions taken for citizens and practitioners alike.

e State and public employees should be accessible in order for the citizens to form a
mechanism of auditing.

To serve this purpose:

e The code for state employees should include new articles on ethical principles and
the sanctions should be increased in the event of violating the ethical principles
stated.

e Public relation education should be given in order to change the negative attitude
of the civil servants to citizens

e There should be case studies from the countries with low corruption rate in the
corruption index.

o Application links should be activated 