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Abstract 

 

One of the main economic problems of Turkey has been the increasing gap between 

the underdeveloped East and the developed West. However, appropriate economic 

policies and plans could not be developed till today. 

The objective of the thesis is to provide decentralisation argument as a solution to the 

regional disparities in Turkey. The main question is how decentralisation can 

promote regional economic development in the country. The regional disparities and 

the reasons for regional underdevelopment are analysed in the first part of the paper. 

Secondly, decentralisation argument as described by international organisations and 

institutions in influencing the several structural reforms being undertaken in Turkey 

is considered. 
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1. Introduction 

Development of capitalism unevenly causes regional disparities in many countries. 

Capitalist economic development concentrates, firstly on advantageous areas such as 

harbour, trading roads or seat of monarchs, thus other regions become subject to 

under-development by ‘backwash effect’1 such as flow out of labour and capital. 

Besides uneven development of capitalism, economic policies of unitary states might 

favour some regions with the idea of national unity neglecting the others due to 

ethnic, racial groups. Regional economic development theories analyse the situation 

of regional disparities and provide possible solutions for the development of lagging 

regions. However, till today, all of them has failed to create an adequate solution to 

the regional disparities, this is why we still face the problem of unequal development 

in national economies. Globally, since 1980s decentralisation of decision-making 

argument has taken place for a ‘new regional development paradigm’2 approach, 

which considers more responsibilities for local authorities in regional economic 

development. 

This thesis draws the framework of regional disparities in Turkey with consideration 

of solutions by new developments in the role and responsibilities of local 

governments. The last century of Ottoman Empire (19th century) on nation building 

has continued to influence the current Turkish political structure. Starting from 

1980s, the wave of market liberalisation has been changing the role of state in favour 

of more decentralised decision making mechanism. Political pressures drives most 

decentralisation effort in sense of efficient allocation of resources, political 

participation in decision making, and equity. Although, there is no empirical 

evidence showing that decentralisation promotes regional economic development, 

social and political structure of a country might find decentralised state system much 

more appropriate for sustainable and equitable economic development which can be 

a solution to the regional disparities. In the case of Turkey, ethnical differences of 

Kurdish population3 in the two regions of Turkey, South East and East Anatolia 

                                                 
1 Back Wash effect: Defined  by Myrdal means flow of labour and capital from underdeveloped regions.   
2 This concept has been used as a title of book which has been published in a cooperation with United Nations 
Centre for Regional Development. 
3 The numbers of Kurdish population remains disputed, while there has not been any national census collecting 
data on the basis of ethnicity after 1965. Before then, people were asked about their mother tongue, which were 
constituted an estimated and unreliable number for Kurdish Population. On that basis, in 1965, Kurdish 
population estimated around 7.55 percent of total population. And respectively, in 1990, around 12,60 % of total 
population which is 7,046,260. However, there have been other estimations about Kurdish population; according 
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respectively, could be one of the reasons of the underdevelopment of these regions. 

Decentralised structure of state providing regional authorities with the tool of 

democratic participation and decision-making concerning their environment could 

lead development of initiatives in favour of decreasing regional disparities.  

The first part of the paper starts with theories of regional economic development 

considering the analysis of different economic thinking on the issue of regional 

disparities. A short historical approach of capitalist development in Turkey follows 

in the second section. Third section describes the methodological ways of the 

analysis of regional disparities. Current regional disparities are tried to be shown by 

comparison of economic and social-demographic data in the fourth section. And in 

the fifth section, responsible reasons for regional disparities are considered by 

looking into theoretical discussion.  

The second part of paper shows the way that decentralisation promotes regional 

economic development and political participation. Decentralisation is defined and 

different types of decentralisation are explained in the first and second section 

respectively. In the third section, the way that decentralisation has been interpreted 

by World Bank (WB), United Nations (UN), Organisation for Economic Co-

operation and Development (OECD) and particularly European Union (EU) 

concerning the case of Turkey is described. Fourth section deals the major concerns 

of the regional economic development by questioning the relation between 

decentralisation and regional economic development. Fifth section analyses the 

recent developments in the state structure of the Turkish Republic by following the 

roots of the centralised state tradition. Lastly, the paper proposes for policy 

approaches under the light of the analysis made here. 

 
 
Part I 

 

2. Theories of Regional Development 

Regional development means increase in the productivity of any region measured in 

employment, income per capita or value added in manufacturing production. 

Recently this definition has been broadened by adding of increase in quality of social 

                                                                                                                                          
to Van Bruinessen, it was 19% of total population in 1975; according to Izady, it was 24,2 % out of total 
population of 56.4 million in 1990 (Kirisci and Winrow, 1997, pp.119-120). 
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and economical life. Moreover, regional development theories take the economic 

rule of space into account, which is related  with firm location and agglomeration. 

Arthur Nelson has distinguished between two schools of regional development 

theories. The first is development-from-above school which views regional 

development as trickling out from core to the periphery and hinterland; and the 

second is development-from-below-school which argues for the regions to take 

control of their own institutions for regional development (Nelson, 1992, pp.27-54). 

However, this study discusses the theories as distinguishing between non-dynamic 

theories such as neoclassical theory, cumulative causation model, core-periphery 

model, growth pole model, autonomous growth centre model; and dynamic theories 

such as product life cycle and regional life cycle theories. The dynamism in this 

sense constructed on the conceptualisation of Schumpeter, who observed capitalism 

as a propensity to destroy old regimes and construct more efficient one (Nelson, 

1992, pp.33).  

 

Non-dynamic Theories 

Neoclassical Regional Growth  

It is an adaptation of neoclassical model for national economy developed by Borts 

1960 and Siebert, 1969 (Richardson, 1978, pp. 135-143). Giving simplifying 

assumptions, namely full employment, perfect competition, one homogeneous 

commodity, zero transport cost, constant returns to scale, a fixed supply of labour 

and no technical progress, the wage is a function of capital-labour ratio which means 

that high wages imply low return to capital (Richardson, 1978, pp.137). In this sense, 

with identical production function, labour will flow from low-wage to high-wages 

regions and capital will flow from low to high marginal productivity regions to 

equalize the forces of production. Neo-classical approach based their argument on 

the assumption of general equilibrium that any disturbances to initial equilibrium will 

generate a new state of balances in the system. In this sense, development of a region 

by historical chances will generate at the first stage a concentration of economic 

activities in that region and agglomeration advantages, however, due to 

agglomeration disadvantages over the time period such as high cost, development 

will spread out to the regions with low cost of production. At the end, mobility of 

factors of production leads to the same level of wages/profits in the centre and 



 9

periphery (trickle down effect) (Gezici, 2001, pp.3-4 ). Because of many unrealistic 

assumptions such as full employment, perfect competition, constant returns to scale, 

neoclassical regional growth theory has received many criticisms. However the 

simplicity of the model has been valued and developed by the followers. 

Cumulative Causation Model    

Developed by Gunnar Myrdal (1957, pp.26-31) and known as also ‘polarization 

approach’ explains the regional disparities as a result of cumulative causation 

process, resource endowment, and relatively faster growing aggregate productivity in 

the core due to new innovations, the centre keeps on developing economically and 

attract more capital, in contrast to backward regions. In this sense, ‘interregional 

disparities are inevitable and if not regulated, will cause an increasing gap between 

core and periphery’ (Myrdal, 1957). A. G. Frank’s contribution to this approach was 

that the capitalist economic development creates chains between metropolitan centre 

and satellite periphery, through which metropolis suck capital and economic surplus 

out of its own satellite and transfer it to the world metropolis. Additionally, each 

national metropolitan centre imposes and maintain monopolistic and exploitative 

relation of this system to promote its own development and underdevelopment of 

periphery (Frank, 1969, pp.3-16). This Marxist perspective suggests that core regions 

of developing countries are not dominant, but dependent on world metropolis, which 

is explained in terms of dependency theory.  

The Core-periphery Model 

John R. Friedmann (1966) provides an alternative to the neoclassical regional growth 

by stressing on the relation of autonomy and dependency between unequal regions in 

a given national economy. The core has control over its destiny, while periphery is 

dependent and controlled by the core. According to Friedmann, the core-periphery 

relation is a ‘colonial’ system in which resources flow from periphery to the core and 

the pattern of development in the periphery is controlled by the core. Moreover, the 

pattern of control leads to centralisation of political and administrative authority in 

the hands of the core which determines what is to be allowed in the periphery 

(politically, administratively, and socially). Friedmann argues that the core and 

periphery relation can break down eventually by improvements in transportation, 

market expansions, and new resources discovery which lead to the creation of 

intermediate size cities. 
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Growth Pole Model 

Albert O. Hirschman suggests that metropolitan centres has driven the growth of 

hinterland by expansion of the investment from the city centre to the periphery, 

which could be in the sense of manufacturing industry or working population 

settlements (Nelson, 1992, pp.32). However this theory has been analysed only in the 

sense of individual city in the sub region. 

Autonomous Growth Centres Model 

It is also known as ‘Polarization Reversal Approach’, where Richardson (1985, 

pp.164-178) combines the sense of cumulative causation and growth poles to base 

his theory on agglomeration economies and locational advantages in a nation wide 

system. Richardson claims that the difference between the growth rate of the centres 

changes over by the agglomeration economies and locational advantages, which in 

turn diverts the investment and population from old centres to the new centres.  

 

Dynamic Theories 

Product life-cycle 

According to Schumpeter (1951) production factor may shift in time to another 

region for efficient production possibilities, resulting in an increase in regional 

income and new growth centres. 

Regional life-cycle 

Built on Nikolai Kondratieff’s long waves, Weinstein offers an explanation that new 

enterprises emerge in lagging regions because leading regions stapped with 

unprofitable infrastructure which assume that growth centre will decline eventually 

(Nelson, 1992, pp. 33). 

Dynamic theories have been built of the Theory of Business Cycle which assume that 

capitalist development takes place as a wave-like movement of alternating periods of 

prosperity and depression (Schumpeter, 1951). 

The distinction that Nelson (1992, pp.28-46) did not do is to differentiate between 

neoclassical approach and Marxist approach of cumulative causation, in which 

according to Marxists, polarization shows a certain regularity under free market once 

disparities created between regions by ‘historical coincidence’. This trend of 

polarization can not be reversed or can not trickle down to lagging regions without 

governmental intervention. The theory of cumulative causation questions the notion 
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of equilibrium in the neoclassical approach in the sense that free play of market 

cannot reduce regional inequalities, but capital and labour movements strengthens 

the gab further between developed and underdeveloped regions.  

Moreover, according to Krugman, increasing returns affect economic geography at 

many scales such as at the bottom level of locational industries; at an intermediate 

level of existence of cities; and at the grand level of uneven development of whole 

region, which is depend of cumulative process of increasing returns (Krugman, 

1991). The concentration of business in one location, according to Krugman, 

depends on the interaction of increasing returns, transportation cost, and demand. 

The circulation between the demand and the supply of manufacturers tends to 

increase the size of the market.  

 

3. Data and Methodology 

There are numbers of classifications for the regional analysis in Turkey for different 

proposes, I use only one of these three types of classification, which has been used 

for a long time and has a common usage for geographic regions, the second and the 

third type of classification have been done for the structural adjustment and regional 

development in the framework of European Union (Official Gazette, 2002).  

1) Geographic regions: Marmara Region, Aegean Region, Mediterranean Region, 

Central Anatolia, Black Sea, Eastern Anatolia, and South Eastern Anatolia (See 

figure A.1). 

2) Statistical the nomenclature of territorial units for statistics (NUTS) based on 

European Union conceptualisation, they are 26 units and composed of neighbouring 

cities.  

3) Statistical Regional Units composed of statistical regions: Istanbul Region, West 

Marmara Region, East Marmara region, Aegean Region, West Anatolia Region, 

Mediterranean Region, Central Anatolia Region, West Black Sea Region, East Black 

Sea Region, Northern East Anatolia Region, Central East Anatolia Region, Southern 

East Anatolia Region  

Although there are many econometric methodologies to measure regional disparities 

(Gezici and Hewings, 2001, Gezici and Hewings, 2002, Karadag, Deliktas, and 

Onder, 2003, Gedik, Sahin, Suer, 2002, Koksal, 2003), for simplicity and usefulness, 

it will be conducted with social-demographic (literacy rate, migration, education, 
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health and kilometres of asphalt roads) and economic indicators (regional GDP, GDP 

per capita, public investment, bank deposit/credit, sectoral employment) to analyse 

the disparity between regions over the period of 20 years since 1980.  

 

4. A Short Economic History of Turkey in the Sense of Regional Development 

Istanbul was the core of surplus collecting bureaucracy and administration opposed 

to peasantry which was subject to exploitation both in Byzantine and Ottoman 

Empires according to Keyder (1989). The central structure of the Ottoman Empire 

have been restructured and incorporated into the world market, when the empire 

increased trade relations in 1820s and 1830s with European partners as supplier of 

agricultural products. 1838 was the turning point for regional development, the 

Ottoman Empire signed a free trade agreement with the British Empire abolishing 

state monopolies relating to export and imposed a flat ad valorem tax on imports 

(Keyder, 1989). Keyder has analyzed the forces of the capitalism changing the 

Empire in a historical perspective. First order of his analysis is that while commercial 

capitalism expanded according to the potential producers of exportable goods, the 

Aegean littoral, the Cilician plains, parts of the Black Sea Coast, and the hinterland 

of Istanbul which were all agriculturally productive in sense of commercial crops and 

had navigable harbours had been integrated into export markets. The second order of 

changes was in internal trade which was the purchases of foodstuff by export-

producing regions from hinterland. Third order of development was a massive 

population movement and capital flow to the export producing centres. This process 

is underdevelopment and peripherisation of the Ottoman Empire by development of 

England as centre of capitalist economy. First investment in Turkey by capitalist 

powers were made in railway transportation infrastructure in order to create a chain 

between world metropolis and peripheral regions in the Ottoman Empire (Aydin, 

1986, pp.30-31). At the early history of the Turkish Republic (1923-1938), Kemalists 

aimed to build a modern state, not surprisingly decided to build this centre in the 

West Anatolia at the expense of others, which was enjoying better infrastructure 

relative to the other regions. Additionally, this political economic decision of 

developing capitalism in the west part of the country was also affected by political 

and ethnical situation of country. For example in 1925 after 3 years of independence 

war, there was a Kurdish Uprising led by Sheikh Said in South East Turkey against 
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the central ideology of state denying the rights Kurdish people (Barkey, 1998). 

Needs for capital accumulation of emerging Turkish capitalism necessitated at the 

same time a deliberate neglect of some other areas in terms of investment. Central 

decision making mechanism has favoured the regions which had already a better 

infrastructure and a market.  

According to Keyder the policies of Import Substitution Industrialisation (ISI) 

further exacerbated the disparities by concentrating of public investment in the centre 

(Keyder, 1989). Peripheral areas in this sense forced to specialise in agriculture and 

give out migration of labour force. Moreover, industrial protection policies of ISI 

further provided industrial regions with funds and subsidies against underdeveloped 

regions specialized in agricultural sector (Mutlu, 2002, pp.397-409). With the 

collapse of ISI during the 1970s and the increase in importance of liberal economic 

development theories in 1980s promoted by capitalist centres, state economic 

development approach was forced to leave its place to market forces and private 

incentives. This process reinforced the concentration in the centre by domestic and 

also international capital flows where capital productivity rate was much higher than 

the other regions. 

 

5. How Big is The Regional Disparities in Turkey? 

Regional planning and development was subject to the first five year development 

plan (1960) in which it is stated that the funds collected in the underdeveloped 

regions flow out by enterprises to the developed regions, imposing 

underdevelopment and regional disparities (Ercan, 1999, pp.109). However, it was 

during ISI that public investment was mainly focused on industrial regions as 

indicated by Keyder (Keyder, 1989), and Gezici (Gezici and Hewings, 2001, pp.12-

13). During this period, the main focus was to maximise national income, not to 

reduce interregional disparities. In the third five year development plan (1973-1977), 

the definition of “ Priority Provinces for Development (PPD)” was made to give 

precedence to lagging provinces by direct industrial investments in order to reduce 

interregional inequalities. As the first declaration of PPDs was about 22 provinces 

located East and South East Turkey, later on depending on political decisions, the 

number of PPDs has been changed frequently to 49 and shifted towards the Black 

Sea Region (Gezici and Hewings, 2001, pp.12).  



 14

Moreover, since 1957, development plans have been organized for regions, in 

Mediterranean (Koycegiz, 1957), (Antalya-1959), (Cukurova-1962); in Marmara 

(Marmara Regional Plan-1963); in West Black Sea (Zonguldak-1961) (Mutlu, 2002, 

pp.403). Development plan concerning East and South East Anatolia has appeared 

only with the construction of dams on the river of Euphrates at late 1960s to resettle 

the population whose villages flooded with  the lake of Keban Dam (SAPRDA, 

2001). Southeast Anatolia Project has been implemented since 1976 in the frame of 

construction of hydroelectric dams, which has been transformed into an integrated 

regional development project with the completion of the South-eastern Anatolia 

Project (SAP) Master Plan in 1989. The basic development blueprint expected by the 

Master Plan is to turn region into an agro-based industrial centre. In 1998-2000, two 

development plans have been prepared for East Black Sea Region (DOKAP) and 

East Anatolia (DAP) (Mutlu, 2002, pp.411). However, in the eighth five year 

development plans (2000), it was accepted no more progress has been made to 

reduce interregional inequalities (Gezici and Hewings, 2001, pp.21). 

 

Mutlu (2002, pp.411-412) argues that the development plans prepared until South-

eastern Anatolia Project have failed, because of many obstacles. Firstly, plans could 

not generate rational choices for development. Secondly, development plans have 

been perceived as bureaucratic process which could not involve a democratic 

participation. Thirdly, the regions for development plans have been chosen from 

relatively developed regions, which have been insufficient to attract the interest of 

regional people and intellectuals. Importantly, Mutlu claims that the reason for the 

choice of West Turkey for regional development has been the fear that development 

plans for East and South East Turkey will generate a mass political movement behind 

these plans. Fourthly, development plans have been ignored mainly, because 

influential political actors have given importance to the national economic 

development. Fifthly, development plans could not have sufficient tools to deal with 

the issue of development, such as enough funds under the regional authorities. 

Besides his analysis of the failure of development plans, Mutlu claims that even it 

had been possible to implement development plans efficiently, it would not have 

generate any positive effect to decrease regional disparities and increase the 

development level of underdeveloped regions. Because he believes that the 
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geographic and physical position of the South East and East Anatolia is a strong 

limitation on the process of economic development. Mutlu’s ideas illustrate typical 

rationing of central government in Turkey, which is, at the same time, another reason 

of the failure of central government development plans.  

One of the ways to show regional disparities in Turkey could be through the regional 

share of value added in the Gross Domestic Production (GDP). While regional GDP 

share is illustration of the value of economical activities of the region, it could be 

interpreted as; the lower the share of the region in national GDP, the lower is the 

welfare of the region (see table B.1). The table B.1 is a clear picture of regional 

disparities, while GDP share of the Marmara region is 10,6 times of the share of East 

Anatolia;  6,7 times of the share of South East Anatolia; and 4,06 times of the share 

of Black Sea region. Comparing with the population of the regions,  regional shares 

of GDP indicates lower income per capita in underdeveloped regions where per 

capita income of the Marmara Region is 3,7 times of East Anatolia, 2,5 of South East 

Anatolia (see table B.2).  

Moreover, as GDP share of the East Anatolia has slightly gone down illustrating a 

divergence case in the theory of regional economics of cumulative causation, the 

share of South East Anatolia has increased after 1983, which could be explained by 

the state investment in South-eastern Anatolia Project ( see table B.3). The South-

eastern Anatolia Project (SAP), which was initiated in 1976 as a large-scale is one of 

the biggest of its kind in the world. It is a combination of 13 major projects, 

primarily for hydropower generation and irrigation, planned by the State Hydraulic 

Works (SHW). When completed in 2010, 22 dams and 19 hydroelectric power plants 

will produce approximately 22% of Turkey's projected electricity requirements, and 

it will be possible to irrigate an area of 1.7 million hectares of land in Southeast 

which is equal to 20% of the economically arable land in Turkey4 (SAPRDA, 2001). 

A large part of the SAP’s cost is being met through the domestic resources which is 

total US$ 32 billion. As of October 2002, $14.8 billion have been spent on the 

project. At the same time, the monetary equivalent of 184 billion kWh energy 

generated in the period between the first operation of plants and the end of 2001 is 

about US $11 billion (SAPRDA, 2001). However, till today, the priority has been 

                                                 
4 The total arable of Turkey is 8,5 million hectares. 
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given to the construction and finance of hydroelectric dams ignoring the cash 

realisation for agricultural irrigation projects which would have increased the income 

of population in the region (See table B.3). But the electricity that has been produced 

could not be used in the regions so much, because of low level of manufacturing 

industry and low level of industrial activities (See table B.4). Additionally, the 

employment structure of the regions could well contribute to the argument of the 

regional disparities, while employment rate in different sectors can distinguish 

between the different level of development of the regions, where high agricultural 

employment rate means low level of development. 

Table B.5 show the disparities in the sense of electricity consumption which is highly 

correlated with the level of industrial development. Marmara region’s consumption 

of electricity is nearly 10 times of South East Anatolia. 

All economic indicators illustrated here show a clear picture of regional disparities in 

Turkey, with South East and East Anatolia being on the bottom of economic 

development. 

Economic indicators may not well distinguish between regional levels of 

development, where the necessity of socio-demographic indicators rises. According 

to the findings of Gedik, Sahin and Suer (2002) by univariate descriptive analyses 

and logistic regression, socio-demographic indicators have been found more 

effective in explanation of regional disparities in Turkey. Especially, the one related 

with education and literacy rate of the population could well explain the level of 

economic development. Moreover, education level could explain the economic 

activity of the society, where high level of education is needed in industrialised 

society to deal with the needs of industrial development. In underdeveloped regions 

low level of high education correlated with the low level of non-agricultural 

activities. The table C.1 shows that Literacy ratio (LTR), Female literacy ratio 

(F_LTR), Secondary Schooling Ratio (SSCR), Female Secondary Schooling Ratio 

(F_SSCR), High Schooling Ratio (HSCR), Female High Schooling Ratio (F_HSCR), 

Non-agriculture active population (N_AGR)  are very low in both East and South 

East Turkey which in turn depresses female non-agriculture active population 

(F_NAGR) in both regions. 

The analysis of the regional economic variables indicates that: 
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- Regional shares of GDP have rather a stable trend without evidences of 

convergence, being high in developed region of Marmara and low in the 

regions of South East and East Anatolia.  

- The increase in the GDP share of South East Anatolia has increased due to 

state investment in the South East Anatolia Project. 

- Low level of GDP shares in the underdeveloped regions have been correlated 

with the low level of income per capita. 

- Employment in the lagging regions is high in agriculture which shows the 

low level of industrial development. 

- Not only economic indicators, but also regional socio-demographic indicators 

illustrate the case of regional disparities.  

 

6. Analysis of Regional Disparities in Turkey 

Many reasons could be counted for regional disparities and underdevelopment of 

East and South East Turkey. One of them is called internal colonialism, which has 

been argued by Ismail Besikci (1969, pp.284). Derived from the theory of cumulative 

causation, internal colonialism approach focuses on the exploitative nature of the 

relations between the regions. Once the distinction between core and periphery is 

structured, the core will protect its advantageous position by institutionalizing its 

exploitative policies (Hechter, 1975, pp.130). Moreover, Hechter argues that some 

regions has been exploited by dependent development process, in which the core is 

the dominant actor to determine the relation for its development. Institutionalized 

policies of the centre are the main designer of the development of the 

underdeveloped regions. In the case of Turkey, Besikci, argues that the very 

existence of underdevelopment in Eastern and South-eastern Anatolia is the direct 

result of an international policy employed by Turkish state against Kurdish people 

which reflected the contradiction between the Turkish dominant and administrative 

classes and Kurdish people (Besikci, 1969, pp.284). In the case of uneven 

development of capitalism, Besikci argues that this process explains the relation 

between regions, where population is ethnically homogeneous, but in the case of 

Turkey it is different. According to Aydin, an important limitation of this approach is 

to analyse the underdevelopment purely in ethnic term, which reflects only partial 

socio-historical reality of the regions (Aydin, 1986, pp.24-25). Many have criticized 
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to the  Besikci’s conceptualisation of the interregional relation in Turkey, claiming 

that rather than an exploitative relation, East and South East of Turkey is a burden on 

the shoulder of the central economy which is reflected in the resource transfer from 

centre to the both regions. Mutlu (2002, pp.42) constructing his argument on the 

process of market development, argues that there are many reasons for the regional 

disparities in Turkey. 

1- The dispersion of manufacturing industry is unbalanced and concentrated in 

some regions (See table B.4).  

2- Labour productivity in manufacturing industry show big differences between 

regions. Concentration of firms, and size of the markets in Marmara Region 

are appropriate to absorb high quality of labour, which increases the rate of 

labour productivity. For example, in 1985, when labour productivity index in 

the Marmara Region was 100, in the Southeast Anatolia this was 57.67 and in 

the East Anatolia 42 (Mutlu, 2002).        

3- Labour productivity in agriculture is much less than labour productivity in 

manufacturing industry. The difference in labour productivity shows 

disparities between regions, which is the main cause of low income of 

agricultural population in underdeveloped regions.  

4- Internal trade volume which has been defined as the portion of price index of 

agricultural product to the price index of manufactured product has been 

developed against agriculture. While the demand for agricultural product is 

limited, the internal trade volume acts to decrease the income for agricultural 

population. 

5- The position of the underdeveloped regions to the market and resources. The 

distance of the regions to the market, and bad situation of the roads have 

isolated regions from the market.   

Mutlu could not go beyond to find the reasons for underdevelopment of regions 

rather than concentrating on the situation of regional disparities. 
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As argued by Frank (1972), and Baran (1957), one of the basic claim of internal 

colonialism is the flow of value added from underdeveloped regions to the core, by 

a) profit of investors, b) Bank’s deposit from the region mines bank’s credit in the 

region, c) The taxes collected from the region mines the expenditure of the state in 

the region. Let me test these claims in the case of South East and East Anatolia.  

Low level of infrastructure and industrial establishments has failed to generate 

development and welfare in the society in both regions, leaving most of the 

population either in agricultural employment or unemployed. Severe conditions of 

life including poverty, unemployment in the regions forced population to migrate to 

the developed parts of Turkey. The table C.2 gives example of this population 

movement, where the flow of population from both South East and East Anatolia has 

also been reinforced over the period of 1985-1990 with the political conflict started 

in 1984 by Kurdish Separatist Movement. 

The flow of population to the developed parts of the country has supported the idea 

of the capital movements, which is argued by cumulative causation theory stating 

that due to growing aggregate productivity in the core, the centre attracts both capital 

and labour. In this sense, considering the case of regional disparities in Turkey, it is 

expected that the capital would move in the direction of labour movements to the 

core region of Marmara with the expectation of high rate of return. The table B.6 

gives a clear picture of the idea that through bank deposit there has been a capital 

flow to the centre of the Turkey. While capital formation has been the most crucial 

step towards investment and development, underdeveloped regions has been ripped 

of this tool of development policy, which is one the reason for underdevelopment. 

However, the table illustrates that in all Turkish regions, bank deposits have been 

much more than bank credits which could shows that Turkish Centres have also been 

tied to the world metropolis where capital flow out for higher rate of return. 

If the difference between the regional share of budget income and public investment 

is negative, it might support the idea that particular region or regions have been 

underdeveloped by central government through transfer of the incomes. In table B.7, 

even all regional shares of consolidated budget, except Marmara, have been less than 

the regional shares of public investment,  public investment per capita has more or 

less been equally distributed to the regions (See table B.7). At the same time, the 
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share of the public investment in Black Sea Region, South East, and East Anatolia 

has been lower than the other regions over the period of 1980-2000.   

Even public investments per capita have been equally distributed over the regions of 

Turkey at least in numbers, this could not be transformed into the reality, in the sense 

of infrastructure in the lagging regions. The number of doctors and teachers and the 

kilometres of asphalt roads in the East and South East Anatolia have been less than 

national average, which created disadvantages for the both regions to attract 

investment (See table C.3).   

The differences between public investment allocated to the regions and the outcomes 

of disparities in socio-demographic indicators show the problem of policy 

implementation in the regional level, which further legitimizes the argument for 

more decentralised state structure to deal with local needs. In the sense of these 

arguments, the next part discuses the issue of decentralisation as an effective tool to 

conduct regional economic development. 

 

 

Part II 

 

Political history explains much about political structure of a particular country. 

Turkish political structure has been built on nation building since last century of 

Ottoman Empire, when the empire entered an era of losing power. Emphasis on 

unitary structure of state in Turkish Republic (1923) has been affected firstly by 

diverse ethnical composition of country, and secondly by importance of transferring 

national capital into priority areas for national economic development. However 

starting from 1980s with the wave of market liberalisation, the changing role of state 

has been on the agenda in favour of more decentralised decision making mechanism. 

Internal and external political pressure drives most decentralisation effort in sense of 

efficient allocation of resources, political participation in decision making, and 

equity. Turkish political structure has also been the subject of the wave of changes 

beginning with market liberalism, where the changes has been imposed mostly by 

external powers. Before engaging in the discussion, decentralisation and type of 

decentralisation is going to be defined. 
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1. What is Decentralisation? 

The interest in decentralisation has emerged recently starting from 1980s, especially 

around international governmental organisations and western developed countries. 

Decentralisation is not easily explained, because it has taken many forms in different 

countries. The challenge of ethnic and geographical diversity in many developing as 

well in developed countries has brought the issue of decentralisation to the agenda. 

However, the understanding of decentralisation changes significantly according to 

the stand point of definers. A common sense definition of decentralisation is to 

disperse or distribute power from the centre to the local authorities. 

The United Nation Development Programme (UNDP) distinguishes between three 

major type of decentralisation as devolution, delegation, deconcentration as a way of 

transferring responsibilities from central government to sub-national units of 

government, to semiautonomous public co-operations, to area wide regional 

authorities, to NGOs or to private organizations . In this sense, a good decentralised 

governance is defined (in the context of Developing Countries) by R. Work as “ the 

forms and procedures that allow a society to achieve at the sub national and local 

levels the goals of poverty reduction, sustainable livelihood, environmental 

regeneration, and gender equity” with restructuring political, fiscal and 

administrative authority (Work, 2001, pp.21-23). 

Overall, decentralisation in common sense, means the dispersion of power from 

centralised government to local authorities for certain reasons. Differences in 

definition emerge with the stand point of definers, in which decentralisation might 

also mean privatisation, if economic power is transferred to market forces. 

 

2. Types of Decentralisation 

This distinction is done to clarify the different types of decentralisation which has 

been used in literature and is going to be used in this paper on the issue of 

decentralisation. 

Deconcentration: Deconcentration means the transfer of some authorities and 

responsibilities to lower levels braches of government. But, local officials are not 

totally independent from capital, even if they have some discretion in planning and 

implementation of programmes. The low level of administrative units is financially 
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tied to the central government, which is a way of controlling their decision-making 

mechanisms. 

Delegation: Assignment of specific decision-making authority and responsibility for 

specific function to organisations that are outside the regular bureaucratic structure 

(Work, 2001, pp.31). These could be local governments and parastatals, such as 

public corporations, regional development authorities, multi-purpose or single-

purpose agencies. The idea behind such a type of decentralisation is to render certain 

services more regularly in the way of a principal-agent relationship, where central 

government is the principal and the local government is agent.  

Devolution: The creation or strengthening of sub national units of government, 

financially and legally, whose activities are substantially outside of central 

government control. This is more extensive form of decentralisation in which central 

government transfers authority for decision-making to quasi-autonomous units of 

local governments which have been commonly elected by local population (Litvack, 

J., Ahmad, J., Bird, R., 1998, pp.4-6). Even in this case of decentralisation, central 

governments have financial control over municipalities which prevent them from 

taking political decisions. 

In this paper, decentralisation refers to devolution, which aims to create independent 

decision making mechanisms for local governments 

 

3. The Driving Forces of Decentralisation 

Starting from1980s, decentralisation issue has been on the agenda of both developed 

and developing countries, backed up by IMF, WB, OECD, and UN policies. Post-

world war period has been characterised by dominant role of central government 

planning in economic issues within  closed national economies by import-

substitution policies. However, centralised decision-making with inflexibilities 

caused regional disparities in many developing countries, because the crucial thing 

was the growth of national economy rather than considering sustainable and 

equitable development. When national economies of developing countries has 

experienced debt crisis of 1980, Structural Adjustment Policies of IMF advised them 

to downsize the public sector by decentralising the public functions through 

privatisation, which could leave more places for allocation through market functions. 

According to Tanzi, heavy state intervention has not improved allocation of 
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resources, but continuously misallocated resources, which has been used as an 

argument to promote market allocation of resources (Tanzi, 1999, pp.17-30). At the 

same time, decentralisation argument has been built on the lack of central 

government funds to finance regional development and its inability to solve local 

problems in rapidly changing environment. Decentralisation effort of developing 

countries has been supported by international actors with the rationality of 

repositioning regional economies in global markets. According to Bennet, the 

process of decentralisation after 1980s could be best viewed in the two polar case of 

decentralisation effort (Bennet, 1990, pp.1-3). In the case of Britain, where 

centralisation of local government restrictions on local authority behaviour were seen 

by Thatcher government as decentralising to the market. In the case of United State 

of America (USA), the Reagan administration of “new federalism” had been 

developed as withdrawal of federal governments from some responsibilities in the 

way of leaving local authorities more power concerning these responsibilities. These 

two cases illustrate two different policies where one pursues decentralisation as a 

transfer of responsibilities from governments to markets and non-governmental 

organisations, and the other illustrates intergovernmental decision-making transfers. 

Bennet characterizes the new debate, which has been focused on how to take-up of 

services combined with searches for non-governmental and reformed governmental 

organisations as a new paradigm for debate since the development of the Welfare 

State (Bennet, 1990, pp.3). Keynesian mechanism of governmental planning and 

rationality was process of Welfare State in providing state services. Rethinking of 

intergovernmental reforms has been characterised as the transformation of 

Keynesianism in OECD economies, which has significantly restricted the action of 

national economies and allowed for powerful global economic pressure to have 

direct access to the regions and localities. This new paradigm has been shaped by 

following concerns according to Bennet (Bennet, 1990, pp.12): 

1- There are many programs as political pork-barrel to buy the votes of 

particular interest groups. 

2- There is a growing reappraisal of the effectiveness of administrators and 

politicians as the most appropriate means of providing many services. 

3- Governmental intervention seems to have encouraged maintaining 

dependency rather than encouraging self-reliance. 
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4- The increasing dependency on the central/federal levels has suppressed local 

government, community initiatives, voluntary activity, and self-help. 

5- An increasing cost of governmental services because of a lack of demand 

constraints, high elasticity of demand with income, and ineffective 

governmental control. 

6- A decreasing willingness of financing welfare state expenditure because of 

the fear of public action “crowding out” other activities. 

This ground of legitimization for more decentralisation policies is a clear 

understanding of OECD countries, which has been built on withdrawal of 

government from many service fields. Decentralisation policies are conducted to find 

new and more effective means of service delivery as an alternative to governmental 

provision of public goods. Stated in OECD outline (OECD, 1987), the range of 

possible methods are:     

1- Regulation of private sector contractors by a) ‘contracting out’, b) developing 

contracts, c) controlling standards, d) using competitive tenders, and e) using 

vouchers. 

2- Co-operatives, associations, trusts, non-profit-organisations. 

3- Voluntary and charitable bodies. 

4- Public-private partnership. 

5- Para-state sectors. 

In this context, there has been a shift from direct service delivery by government to 

the provision of an appropriate regulatory environment to stimulate individual action 

and to provide checks and balances on market responses. Second shift has been from 

central government to local government as in the case of devolution (Bennet, 1990, 

pp.13-14). In order to achieve its targets the OECD has set up a number of 

committees, one of which is the Development Assistance Committee (DAC), whose 

members have agreed to secure a volume of resources made available to developing 

countries and to improve their effectiveness (OECD, 2004). Since 1980s, 

development assistance has required good governance and decentralisation of 

centralised state structure from the countries they have credited. 

The effects of decentralisation on repercussions for resource mobilization and 

allocation, macroeconomic stability, service delivery, and equity have been reasons 

for World Bank to be interested in the policies of decentralisation especially in 
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developing countries. The most common theoretical rationale for decentralisation by 

World Bank is to attain allocation in the face of different preferences for local public 

goods which could be provided by private markets (Litvack, Ahmad, and Bird,  

1998, pp.1-2). For this reasons, World Bank has been involved in many cases to 

support decentralisation policies of developing and developed countries through 

providing loans to sub-national units, financing structural adjustment loans to central 

governments, reporting on the importance of decentralisation in many countries, and 

increasing number of bank’s country assistance strategies for decentralisation 

(Litvack, Ahmad, and Bird, 1998, pp-2). According to Tanzi, the research work of 

World Bank and its lending policy which have focused on decentralisation, has 

added to the trend of decentralisation policies (Tanzi, 2000, pp231-257). On the other 

hand, political rationale as the most common ground for decentralisation has not 

been touched so much by World Bank literature. Since World Bank consideration 

has been built on the rationality of decentralisation of huge bureaucracies to the 

private market through privatisation which can increase the allocation efficiency. 

According to United Nation Centre for Regional Development, uniform and 

standardized forms of development has failed to achieve human-centred development 

(Stöhr, 2001, pp.1-20). UN considers flexible regional policies to regions which have 

different political and historical background through transfer of decision-making 

powers, development responsibilities, and control over resources to the lowest level 

of government. Decentralisation combined with democratic local governance has 

been one of the goal of United Nation Development Program (UNDP) in developing 

countries, as it can be used by nation-state to broaden public sector legitimacy, 

transparency and accountability (UNDP, 1997). As stated in Work’s paper and 

UNDP’s document, decentralisation has been a major issue in developing countries 

to reform unitary states, in which decentralisation has been legitimized on the 

following fundamental reasons (Work, 2001; UNDP, 1997): 

1- The dispersion of decision-making power to the different level of government 

and jurisdictions ensures that power, authority, and accountability are not 

concentrated  in only one hand. 

2- Decentralisation can encourage the participation of new social actors which 

could result in promotion of democracy. 
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3- Decentralisation creates opportunities for the emergence of opposition of 

political groups, which has been suppressed as ethnical groups. 

4- Decentralisation opens the ways for regional development, through 

cooperation of municipalities, local business, and local institutions. 

5- Decentralised decision making provides opportunities for regions to 

participate in global competitive market. 

6- Decentralisation can provide environment for facilitation of civil society. 

In addition to World Bank’s approach to decentralisation politics which has been 

structured on the basis of efficient allocation of resources through market mechanism 

and integration of regions into global economics, UN has built its approach of 

decentralisation on democratic participation of population, and sustainable and 

equitable development approach. 

European Union (EU) as an international and regional power has influenced the 

political change in the member countries and the countries that wants to member of 

the union. The issue of decentralisation is one of the political requirement of the 

union from its members. EU experiences and policies promote local authorities 

which are close to local problems and can easily provide solutions. For this reason 

EU has developed the concept of ‘Subsidiarity’ which is defined as a “societal 

system in which those processes and decisions that can best be performed at local or 

regional levels should be executed there and only those that cannot be satisfactorily 

performed at these levels should be ‘delegated’ to higher levels” (Stöhr, 2001). In EU 

context, the concept of subsidiarity is used as a reaction to the Maastricht Treaty of 

1992, which has been criticized as being too centralist, bureaucratic, and distant from 

citizens (Stöhr, 2001, pp.39). 

Moreover, European Community (EC) interprets decentralisation as a cornerstone for 

regional development by promoting dialogue between central, regional and local 

level of government. EC puts effort to support decentralisation policies aiming at 

transferring political power, capacity and budgetary resources ( EC, 2002). For these 

reasons, EU has provided funds to promote local level government of its member 

states and the states that have started membership negotiations. One of these funds is 

Structural Fund established in 1989 and provided for the development of 

disadvantaged areas. However, to be able to finance some programmes by structural 

funds in these countries, EU requires the fulfilment of certain conditions such as a 
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strategic approach to regional development and appropriate political framework for 

this strategy ( Treuner, 2000, pp.37-41).  

Additionally, the European Charter on Local and Regional Authorities is the first 

international convention which consider the local authorities as the real basis of the 

democracy (Council of Europe, 1988). The charter entered into force in 1988 and 

ratified by Austria, Bulgaria, Cyprus, Denmark, Estonia, Finland, Germany, Greece, 

Island, Italy, Lettonia, Lichtenstein, Luxemburg, Malta, Netherlands, Norway, 

Poland, Portugal, Slovenia, Spain, Sweden, and Turkey. The aim of the charter is to 

give a general and a common basis for the organization of local government which 

represents the closest authority to the citizens in order to allow them to take the 

decisions concerning their problems. European charter sees the local authorities as 

the bases for the implementation and the protection of human rights. The charter 

request from the states which has ratified it to guarantee political, administrative and 

financial independence of local authorities. 

Since 1980s, decentralisation has attracted attentions between major international 

organizations, as way of regulating big corrupt bureaucracies in developing countries 

and to promote participatory democracy through local governments. The policies of 

these organisations have been crucial in affecting political changes in developing 

countries through conditional loans or structural adjustment policies. In the case of 

Turkey, European Union and Turkey’s possible membership to the union has been 

important to direct the recent political reforms.  

However, a slightly different perception of decentralisation has also been developed 

by OECD, World Bank and IMF in parallel to the common sense decentralisation, 

which aims the transfer of responsibilities in allocation of public goods from central 

government to the market, through ‘privatisation’. Next section is going to stress on 

this point by explaining relation between decentralisation and regional economic 

development.  

 

4. How Can Decentralisation Promote Regional Economic Development? 

One of the most important question about decentralisation is whether decentralised 

decision-making mechanism can support regional development or not. Because of 

this, the main economic justification for decentralisation rest on allocative efficiency. 

Before entering to the discussion, the difference between fiscal, administrative and 
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political decentralisation should be remind (Tanzi, 2000, pp.234). Fiscal 

decentralisation means that local governments have rights, legally, to raise the taxes 

to support their expenditures. Administrative decentralisation is that much of the 

money rose by central state and allocated to the local governments to carry out their 

spending activities. Political decentralisation refers to transfer of political decision-

making including the decision on the policies of finance. 

Fiscal Decentralisation has been the major discussion topic under general argument 

of decentralisation, where many argued that fiscal decentralisation could lead to 

macroeconomic instabilities. According to Musgrave there are good economic 

reasons explaining why certain fiscal function should be operated on a more 

centralised level, while others should be decentralised (Musgrave and Musgrave, 

1989). In other words, services which are nationwide in their benefit should be 

provided nationally, while others should be provided considering the needs and 

preferences of the regions. Distribution and stabilisation function could be best 

practised by central government as tools of controlling macroeconomics, while 

allocation function should be decentralised mainly. W.Oates argue that 

macroeconomic stability must rest with the central government, basing his argument 

on two important reasons (Oates, 1990, pp.43-56). First, if each government can 

create and destroy money, there would be good incentives for local governments to 

create their money to finance expenditure which will cause inflationary pressure. 

Second, while regional economies are open to national economy, it implies that 

serious constraints on the capacity of decentralised government to employ counter-

cyclical fiscal measures. He also argued that distributional function of public finance 

aiming at the transfer of resources to lower level incomes, should be in the hands of 

central government. The reasons that limit local level governments to distribute 

properly are that firstly, rich local level governments will not incorporate for income 

transfers to poor local governments; secondly, mobility of households and firms 

through nation can limit the capacity of local governments to redistribute income 

from the wealthy to the poor (Oates, 1990, pp.43-56). Tanzi (1994, 1996, 2000) has 

also discussed that the financing of local governments may cause problems, because 

local government may oppose central fiscal policy objectives with deficit creation 

and debt management.  
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On the other hand, A. Shah argued that fiscal stabilisation could be achieved in a 

federal state with local fiscal responsibilities by giving the example of European 

Union (Shah, 1999, pp.37-55). He suggests that, contrary to common understanding, 

decentralised fiscal system has a great potential for improved macroeconomic 

governance than centralised fiscal system with macroeconomic co-ordination of sub-

national governments, independent central bank with a mandate for price stability, 

and tax decentralisation. Shah also argue that with limited or no tax decentralisation, 

tax sharing or revenue sharing with local governments will cause revenue 

dependency and in turn limit decision-making mechanism. Although limited revenue 

autonomy of local governments implies that their expenditure autonomy is also 

limited, having control over revenue resources is crucial for central state to use 

policies of stabilisation and distribution.  

Fiscal decentralisation due to reasons mentioned above necessitates central 

government intervention to reduce inequalities and other problems, which in turn 

erodes fiscal decentralisation (Thiessen, 2000). It is clear that there is no formalized 

relation between fiscal decentralisation and economic growth. However this case 

changes, when we look in the relation between decentralisation and regional 

economic growth, where decentralisation promotes democratic participation of 

marginalized ethnic groups, efficient allocation of resources, transparency in public 

relations and accountability. It has a high probability that less concentration of 

political power promote economic development by weakening the influence of 

vested interests on public policy (Thiessen, 2000). To understand relation between 

decentralisation and regional economic development, it is important to look into the 

revenues of the local government.    

 

Revenues of Local Government and Intergovernmental Transfers 

In most countries, revenues of local government composed of transfers/grants, fees, 

local taxes. The design of transfers and tax assignments is crucial in the way that it 

shapes the dependency of local governments on the central one. There are some 

guidelines that explain the tax assignment between different levels of governments as 

explained by Musgrave (Oates, 1990, pp.46-50). 
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1- Progressive redistributional taxes should be centralised. If these taxes are 

controlled by decentralised levels, it may create incentives for migration to 

avoid the burden. 

2- Lower level governments should avoid taxes on highly mobile bases. 

3- Taxes that are distributed highly unequally across sub central jurisdictions 

should be centralised to avoid inequalities in sub central tax bases caused by 

taxes on deposit of natural resources that are concentrated in one region. 

4- User taxes and fees are appropriate revenue sources at all levels, particularly 

at highly decentralised levels of government.   

The important issue in the revenues of local government is the design of 

intergovernmental transfers. In many countries this revenue sources account half of 

all revenues of local government (Oates, 1990, pp.46-50). The design of 

intergovernmental transfer is important, when the concern is related with matching 

requirements with the prescription of the creditor. The transfers are divided in two 

categories as non-matching (lump sum) and matching transfers ( requires that 

transfer to be spent on specific objectives) (Litvack, Ahmad, and Bird, 1998, pp.10-

15). All of these transfers have typical objectives in different countries (Oates, 1990, 

pp. 48): 

1- To finance certain specific programmes through matching transfers. 

2- To transfer resources for equitable and efficient central tax sources for 

economically efficient revenue system through unconditional transfer. 

3- To equalise the fiscal capacity of local governments to achieve same basic 

bundle of public services with the same tax effort which aims horizontal 

fiscal equity. 

Although intergovernmental grants have unconditional transfers (lump-sum) to 

provide more revenues per capita for fiscally disadvantaged areas alongside 

matching grants of specific programmes, empirical studies of Gramlich suggests that 

even unconditional grants are fully spent by recipient government have same effect 

as matching grants, which is known as ‘flypaper effect’ (Stiglitz, 1999). The 

assignments of expenditure and revenues to local level governments should address 

both vertical imbalances ( the difference between responsibilities and revenue 

sources) and horizontal inequalities (regional disparities in fiscal capacity) to serve as 

a tool of discretion in decision-making to boost regional economic development and 
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allocate public goods efficiently ( Hewitt, 1991). Through these mechanisms, fiscal 

equalisation could correct counter equalising impact of decentralisation due to 

inherent disparities between regions ( Sagbas and Bagdigen, 2003, pp.1-21). The 

transfers could be used by local governments to finance programmes which aims to 

decrease regional economic disparities, even though local governments are tied by 

revenue sources to central government. 

Specifically, decentralisation of expenditure responsibilities alongside of political 

and administrative decentralisation could help to promote regional economic 

development through the way as stated in Illy (Illy, 1985, pp.107-128). 

1- Decentralisation could overcome the limitation of centrally planned 

programmes through delegation of decision-making to the local authorities 

which are close to the regional problems. 

2- Decentralisation helps to divert the concentration of power, resources from 

the centre to the other regions. 

3- Decentralisation could increase the quality of information for better planning 

of local economies through closer relation between government officials and 

local population. 

4- Decentralisation could increase greater representation of various political, 

religious, ethnic and tribal groups in development and decision-making for 

greater equity in the allocation of resources. 

5- Decentralisation of government structure could provide institutions for 

participation of population in development planning. 

6- Decentralisation can lead to more flexible, innovative and creative 

administration. 

7- Decentralisation of development planning allow local leaders to allocate 

services more effectively within communities to integrate isolated or lagging 

areas into regional economies. 

8- Decentralisation can lead political stability and national unity by giving 

different groups chance to participate in decision-making mechanism. 

Decentralisation is mainly supported as a solution to regional underdevelopment by 

political participation in decision-making mechanism. However, in every centralised 

countries, centre feels reluctant to decentralise the decision-making, if it has not 

confidence in some regions or ethnic groups (Illy, 1985, pp. 107-128). Due to this, in 
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many countries, we can witness, decentralisation within centralisation, where local 

authorities are politically and financially tied to the centre. In this circumstance next 

section is going to deal with the political structure of Turkish Republic, and the 

recent decentralisation effort of the government, which is expected to create more 

democratic and participatory democracy for all ethnic groups and local governments. 

 

5. Decentralisation Experiences of Turkey 

Turkey experiences fiscal decentralisation since 1980s along side of the reforms of 

market liberalisation. The emphasis on democratic participation and economic 

efficiency by international organisation created a consensus in almost all countries 

towards decentralisation reforms. In the case of Turkey, the pressure of EU, World 

Bank and IMF which have considered local governments as the most suitable 

instrument of regional economic development, were the major reason for government 

to move towards more decentralised state structure. However, these reforms had 

certain shortcomings, which labelled decentralisation reform as governmental 

attempt to privatise its social responsibilities and decentralise only within its 

structure. 

The limitation of the decentralisation reform in the administrative sphere could be 

understood and well defined by examining the roots of centralisation in Ottoman 

Empire. Strong centralisation attempt of Ottoman Empire started in mid-19th century, 

during period of II.Mahmut, when state moved to keep different ethnic groups 

together. Until 19th century, Ottoman Empire had given the rights to every ethnic or 

semi-autonomous community to organise their administrative, ethnic and religious 

institutions (Özcan, 1999, pp.11-13). II.Mahmut appointed governors to the semi-

autonomous and autonomous units to strengthen the centralisation and prevent the 

further dissolution of the empire (Ortayli, 1985). In this sense, provinces headed by 

governors became the new units of administrative organs in the empire, which 

enabled the central power  to keep the unity of empire against declining power of 

empire and rising nationalism of ethnic groups. According to Teksoz (2003), 

Constitution of 1921 prepared by first Grand Nation Assembly, gave more power to 

the province assemblies in the case of education, health, and economic development 

of cities, but, after the independence war (1922), Turkish Government designed 

strong centralised state structure to eliminate multi-ethnic structure of society under 



 33

Turkish nationalism and to improve national economic development by transfer of 

resources to the core regions. Accordingly, constitution of 1924 outlines the structure 

of the system by defining provinces, townships and villages as an extension of 

central authority ( Sagbas and Bagdigen, 2003, pp.25-48). Governance in Locality 

has a duality of two forms (Ozcan, 1999, pp.14). One is the governor, the district 

head, and sub-director, appointed by ministry of Internal Affairs and represented the 

government in the centre. The other is the elected mayor and municipal council, 

which has been built on representation of local people and democratic participation.  

Even though municipalities are the key actors for local democratic participation, their 

decision-making authority has been severally restricted by central government 

through the design of intergovernmental transfers which has been distributed on the 

bases of per capita income. This is going to be analysed in details. From the very 

beginning of national economic development, centralised state had strong control 

over local economic and urban development. Until 1960, municipalities were mainly 

excluded from political or economical decision- making, while local revenues were 

collected by the centre and used for industrialisation in metropolitan cities (Ozcan, 

1999, pp.18). Between 1960 and 1970, central government did not attempt to 

strengthen municipal power and resources. According to Heper, the aim was to 

mobilise local resources for national economic development (Heper,1985, pp.7-36). 

During 1980s, Turkish economy has lived strong liberalisation with market 

decentralisation, elimination of price controls, liberalisation of foreign trade. 

However, the coup d’etat of 1980 and the movement of Kurdish separatist guerrilla 

has limited decentralisation within government structure and further reinforced 

central tendencies in Turkey (Ozcan, 1999, pp.20-21). 

In many cases, the decision making power of local authorities has been restricted by 

revenue sources. In the case of Turkey, intergovernmental revenue transfers 

constitute on average 47% of all revenues of municipal governments, which has been 

distributed according to the per capita base except in the case of metropolitan 

municipalities, in which revenue shares are allocated according to the origin base 

(Sagbas and Bagdigen, 2003, pp.36). From the table D.1 , firstly the municipal taxes 

constitute one of the most important item of local own revenues, which is composed 

of largely property taxes ( around 50% ). Secondly, the share of revenues of local 

government from municipal enterprises and municipal asset revenue is relatively 
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high, which shows that municipalities lacking resources use the enterprises and 

assets5 to raise the revenues. 

However, the distribution of revenue sharing works on the bases of per capita 

income, degrading underdeveloped cities and regions, while further favouring 

developed regions as illustrated by the table D.2. Diyarbakir, metropolitan 

municipality in South-eastern Turkey has been lagging behind others in revenue 

sharing. Although, horizontal and vertical imbalances as explained above has been 

the main objective of intergovernmental transfers, this could not be achieved in the 

case of Turkey.   

Moreover, in the case of grants sharing which are composed of two additional 

revenue sharing Funds, following the municipal fund and the local government fund, 

there is no formal criteria for the government to transfer the grants. According to 

Keles, the most serious limitation to the local autonomy is not administrative or 

political factors, but financial, in which financial dependence of the municipalities on 

the central government forms a ‘hidden mechanism’ for their political and 

administrative control (Keles, 1985, pp.37-56). Keles argues that the government 

formed in 1980 by military coup increased central control over organs, decision and 

personnel of the municipalities, simply because its philosophy was that of having 

strong central government.  

This historical overview of centralisation attempt of Ottoman Empire and Turkish 

Republic can provide tools to understand the recent Reform of Public Management 

easily. 

 

A New Reform in Public Management of Turkey 

Turkey has been reforming its public sector since 1960s, however, no serious reform 

initiatives has been taken by the governments. The wave of market liberalisation of 

1980s brought new developments in the area of public management dictating a new 

role for state to downsize of public sector. Although many proposals has been 

developed and prepared on public sector reform in Turkey to cope with the realities 

of the new developments, they have mainly failed to initiate a reform. 

                                                 
5 Municipal asset: Profit of Municipal Property. Municipal enterprises Profit: Profit of Municipal 

Transportation, Municipal Markets, Municipal Swimming Pool...etc. 
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According to Teksoz, there have generally been three excuses after each failure of 

any proposal for reforms (Teksoz, 2003). Two political reasons have been Kurdish 

separatist movement and radical Islam, which has been perceived as a big threat to 

unity of the Turkish state. The other reason is related with macro-economic balances 

in which no government has showed a sign of desire to share revenues with local 

governments, on the contrary, the government reduced the share of local 

governments from 6% of public income to 5% in 2003. 

Turkey has started a significant political and economic transformation since 1999 

with the European Union accession process and the IMF-backed structural 

adjustment program. After taking power in November 2002, the Justice and 

Development Party (AKP) continued some of the crucial reforms started by the 

previous government. Public administration and local governments’ reform laws  

have been a major step forward aiming to decrease strong centralised state structure 

in Turkey with more democratic participation and transparency in local level. 

The draft laws restructure intergovernmental relationships among central 

government, provincial authorities (governors), and municipalities (mayors), in 

which they delegate some of the powers of the central government to these regional 

and local administrative entities (Beris, Dicle, 2004). The draft laws concerning local 

governments state that responsibilities and authorities in public institutions and 

organisations are given to authorities which are close to beneficiaries of the public 

services (KYTK, 2003). The AKP government by this reform scheme aims to 

increase transparency and accountability, to strengthen administrative capacity and 

productivity, and to encourage a participatory and results-oriented decision-making 

process (Beris and Dicle, 2004). It is obvious that the reform will trigger more 

democratic atmosphere in Turkey by enabling local governments to decide on the 

issue that is related with their daily life. However the draft laws do not include only 

reforms on local authorities, there are other reforms that aims to weaken the social 

responsibility of state by restricting the role of public sector in production process of 

goods and services. Privatizing basic services which would undermine the poor; and 

diminishing the role of external and internal audit by new supervisory tools are the 

example of these reforms (Beris and Dicle, 2004). Moreover there are other critics of 

new reforms, which emphasis the lack of resources (financial and personnel) in local 

authorities to provide new services efficiently (Teksoz, 2003). In other words, the 
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draft law does not provide any explanation of the resources and needs of local 

authorities.      

The draft law introduces many radical changes in Turkish administrative structure 

which might cause turbulence in political discussion. For the implementation and 

execution of the laws, there is need for a strong government and popular support. 

However, there is generally opposition to the diminishing role of the state as 

producer of public goods. Nevertheless, the AKP government with major political 

support in parliament is committed to implement the initiative. Only the future will 

tell of their success or failure.  

Turkey’s willingness joining EU brings the necessities of reforming administrative 

and political structure according to the norms and rules of the union. Moreover, all 

major international organisations (World Bank, OECD) are increasingly defending 

the effectiveness and efficiency of the decentralisation. In these circumstances, 

Turkey has to face its fate in decentralisation to promote democratic participation 

and decrease regional disparities.  

According to Oymen, Turkey can follow one way of the two choices,  ‘conservative’ 

or ‘radical’ (Goymen, 2001, pp.53-70). By conservative reform, Turkey can reform 

its state structure within the governmental levels through ‘delegation’ or 

‘deconcentration’ in which local governments could be the only assets of central 

government for local services. By radical reform, Turkey can follow a reform that 

target fiscal and administrative decentralisation, by which local governments could 

have responsibilities and authorities to promote economic development. In any case, 

Turkey has to face with Kurdish reality and the serious situation of the regional 

disparities. To overcome the problem of regional disparities heavily depends on the 

political conditions of the population in underdeveloped regions, which will require a 

political solution rather than armed conflicts or denial of the Kurdish identity.  

 

6. Conclusion: Proposal for Policy Approaches 

For many years state policies in eastern Turkey was left to military first under martial 

law then under the emergency rule in 13 provinces at the height of the state's battle 

with Kurdish separatists and left-wing party since 1987 (Guardian Unlimited, 2002). 

According to official statistics, during the period of conflict from 1984 to 1999,  4 

thousand villages are abandoned, and 380.000 people were forced to leave their 
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places for metropolitan cities, which in turn undermined the agricultural production 

and increased the unemployment and inequalities (Human Rights Watch ‘HRW’, 

2002). Additionally, during the period of 1924-1938 there were 16 rebellion 

involving Kurds in East or South East Anatolia, of which Sheikh Said Rebellion 

(1925) was the first and most significant one (Kirisci and Winrow, 1997, pp 89-106).  

The official expression of Turkish Government has been the denial of the existence 

of Kurdish reality. It was only in 1995 when state security court has passed a ruling 

in a lawsuit noting that the phrase of ‘Kurdish people’ did not come under the crime 

of separatist propaganda and was not against Anti-terror Law of Turkey (Kirisci and 

Winrow, 1997, pp.119-140).  

The rebellions and the suppression of the rebellions have had their share in the 

underdevelopment of East and South East Anatolia. Although the state of conflict 

undermined the incentives for public and private investment, no attempt has been 

taken by the government to reduce the conflict and stabilise the region through 

democratisation except leaving the conflict to the military approach. The existing 

governmental policies today which politically depends on military solution (aim to 

defeat terrorists first), and economically depends on weak public transfers through 

investment in defined regional projects are inevitable to fail. Since, firstly a military 

approach targeting to reduce conflict in the course of time turns to be the reason for 

the conflict. At the same time poverty and underdevelopment have been one of the 

reasons for political claims by the separatist Kurdish Movement (Mutlu, 2002, 

pp.369) which has forced population to fall in a vicious circle of poverty and armed 

conflict. Secondly, the aim of regional project (SAP) was to increase national income 

rather than to increase regional welfare. And the scope and the region enrichment of 

this project was limited to certain area which does not cover the whole 

underdeveloped region. Thirdly, public investment during ISI was directed to the  

industrial regions. With the failure of ISI, the weak public investment left its place to 

market forces and incentives which are very weak in the case of eastern Turkey, 

because of political instability and conflict situation in the region. 

Policy approaches should cover political solution of decentralisation with the aim to 

share decision-making with local authorities and promote of local economic 

development and democracy. Looking through the views of central government or 

local population, regional development necessitates decentralisation of decision 
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making mechanism which could increase the participation of population in 

development process. Development is not only the high level of economic indicators, 

local participation in development process may increase the level of social indicators 

such as education. Although indicators show that public investment per capita has 

been high in East and South East Anatolia as in the other regions, all other indicators 

of infrastructure level, industrial development level, income per capita do not support 

the idea that public investment has been pouring in both regions. 

The legal parties elected by people from the region were either closed down because 

of suspected relation with illegal parties (People’s Labour Party ‘HEP’, Democracy 

Party ‘DEP’, People’s Democracy Party ‘HADEP’) or could not achieve to enter 

parliament because of the 10% percentage limit requirement to represent the 

population in the national assembly. HADEP’s share in national election of 1995 was 

4,2 %, and was 19,5 % in 18 provinces6 of South East and East Anatolia; in 1999 

national election it was 4,5% (Kirisci and Winrow, 1997, pp.119-140). In 2002 

national election, Democratic People’s Party (DEHAP) the follower of HADEP, has 

been increased the share to 6,23% ( NTV, 2002).  

Decentralisation will bring a wide political solution to the region, where political 

situation shows that population in the region is supporting HADEP which did not 

achieve enough votes to enter to the parliament, but won 11 municipalities in local 

election of 1999 in the East and South East Region out of 81 provinces in Turkey. 

Population in these two regions could not be represented in parliament by the parties 

they have elected. Any attempt by civil or political movement for more freedom and 

democratisation has increased the tension because of the fear of separatism. The 

regions and the population without any democratic representation are compelled to 

depend on existing parties in power which either give priorities to their electoral 

regions or ignore to deal with such a problematic region. 

Political advantages of decentralisation will create power and responsibilities sharing 

between the centre and locality for the needs of local population and the promotion 

of democracy. The addressing of economic problems in East and South East Anatolia 

                                                 
6 In these 18 provinces more than 15% of population has declared Kurdish language as their mother 

tongue in 1965.(Kirisci and Winrow, 1997). 
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could produce more conductive environment in which Kurdish question could be 

more effectively tackled (Kirisci and Winrow, 1997). 

This research can help to address the framework for a modernized governance 

structure in Turkey which includes. 

1- Decentralisation attempt in Turkey has mainly been influenced by the trends 

in Europe Union, OECD, UN and World Bank which have composed driving 

forces of decentralisation argument. Moreover, this trend has coincided with 

the long argument for political solution of Kurdish question through political 

participation and promotion of democracy. The latter should be emphasized. 

2- The state has to transform itself with the new dynamics of international 

society which sees local authorities as the bases for regional economic 

development and of democracy. 

3- The unitary structure of Turkish state with its roots in Ottoman legacy has its 

share in the sharp differences of the level of regional development of Turkey 

which necessitates the reform of this structure for regional economic 

development. In any case, the attempts for reforming unitary state structure 

should continue. 

4- Decentralisation policies require democratic institution building and strong 

government with commitment of decentralisation which can provide 

consensus in state approach to decentralise its political and administrative 

structure. AKP government having majority support in parliament should use 

the chance to provide appropriate environment for reforms. 

5- Although there is no clear evidence that decentralised state structure will 

promote regional economic development, it is likely that local participation of 

decision making and responsibilities will provide appropriate environment for 

local initiatives to step in. 

6- While the level of regional disparities is so sharp, the state has to support 

poor regions by strong intergovernmental transfers with consideration of 

fiscal equity. 

 

The thesis has given economic and socio-demographic indicators to show regional 

differences in Turkey. Centralised state structure influenced by fear of separatism has 

concentrated on developed regions and neglected the others where the different 
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ethnic groups is concentrated. In this sense, decentralisation has been supported for 

numerous reasons. The first is that decentralisation could be an effective tool for 

increasing the efficiency of public expenditure. The second is the criticism against 

large centralised bureaucracies. The third is the demand for a closer democracy 

which could promote public participation in socio-economic policies and 

administration. And the last is that the role of local government could be efficiently 

maximised under highly decentralised political structure.  
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