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AN ANALYSIS OF PRE-PRIVATIZATION AND
POST-PRIVATIZATION FINANCIAL

PERFORMANCE AND ACTIVITIES OF
PRIVATIZED CEMENT COMPANIES

Osman KARAMUSTAFA*

Abstract 

The main purpose of this paper is to explore changes in pre-privatization finan-
cial performance and activities of 24 cement companies. It is found that changes
in net period profits and capacity utilization ratios have not been statistically sig-
nificant, whereas changes in investments and production levels have partially
been significant in the pre-privatization and post- privatization periods. We have
also found that decrease in the number of employees and increase in productiv-
ity levels have been statistically significant in the aforementioned periods.

I. Introduction  

Privatization, which may be defined as transferring ownership of state-
owned enterprises to the private sector, has been one of the crucial issues
in the last 20 years. Economic policies implemented by Reagan and
Thatcher administrations in the 1980s popularized privatization and put it
firmly on the agenda. These policies, also known as Conservative
Capitalism, have been adopted by some developed countries such as
France, Germany, Japan, Canada and Australia. Furthermore, under the
influence and direction of the World Bank and IMF some developing
countries have adopted privatization policies (Aktan, 1994). Privatization
has also been on the agenda in Turkey since 1983. The first act regulating
legal aspects of privatization was enacted in 1984, according to which
persons and companies could buy shares issued by state-owned enterpris-
es and thereby become partners of these enterprises. 
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Between 1985 and 2000 public shares in 209 establishments, 21 par-
tially-completed establishments, and 4 electric power-station were includ-
ed in privatization. Later, public shares in 19 establishments and 4 elec-
tric-power station were excluded from privatization. Within this period
shares of 155 enterprises were sold and the state did not have any share in
136 establishments. Their value has reached 1.952 trillion TL (7.1 billion
$). Some privatization were realized in fixed term and foreign exchange.
As of 18 April 2000, privatization provided 962 trillion (5.2 $ billion) net
income (Ö‹B, 2000). Together with profit income and other sources of
income, the total sources reached 1.428 trillion TL, 1.340 trillion of which
were spent. While 55 percent of the spending were related to credits, sev-
erance payments, and pension fund contributions, 31.5 percent were trans-
ferred to Public Partnership Fund. With regard to the rest, 10 percent were
used for bond and security payments, and 4.1 percent accounted for vari-
ous spending (such as audit and consultation fees and advertisement
expenses), (Ö‹B 2000). 

Compared to other countries, the share of privatization revenue seems
to have decreased in years. The table 4 in the appendix presents privati-
zation revenues of some European Countries between 1990 and 1998. In
that period, Turkey's privatization revenue accounted for only 8 percent of
the total privatization revenue in Europe, which amounted to 55.131 bil-
lion dollar. Hungary has the highest percentage (23 %) of the total priva-
tization revenue in Europe

Privatization in Turkey took off with the sale of 5 cement plants en
masse to a French company, Ciment Francais. This paved the way for the
entrance of foreign capital into the country. 

In the first section of the study, we examine effects of privatization on
performance and summarize findings of related research. The second sec-
tion presents methodology and limitations of the study. The last section
includes a general evaluation of the study and suggestions. 

II. Privatization-Performance Relationship 

Empirical studies that point out that public sector firms are less efficient
than private corporations date back to the research conducted by Alchian
in 1965 (Shirley and Walsh 2000). Until the 1980s, research concentrated
on comparing financial performances of public and private firms in the
developed World. From the 1980s onwards, empirical research has been
conducted in two different ways. A group of researchers have compared
relevant data in pre-privatization and post-privatization periods
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(Millward, 1982; Boardman and Vining, 1989; D'Souza and Megginson
1999; Megginson and Netter, 2000). The other group represented by
Atkinson and Halvorsen (1986) has compared financial performance of
privatized firms with other companies in the same sector. This kind of
research was done by Zaim ve Çakmak (1994) in the Turkish cement
industry. In this study covering 13 private, 19 public and 5 mixed firms,
the researchers found that there was no significant difference between
ownership structure of  the companies and their efficiency. 

Although, the literature generally encompasses studies that demon-
strate that privatization leads to increases in efficiency, there are also a
considerable body of research pointing to opposite results. For example,
in a study of privatized 682 firms, Jain ve Kini (1994) found that sales and
investments significantly rose in the post-privatization period, while there
was decline in profitability. An interesting feature of privatized firms is
the decline in the number of employees. Nonetheless, Andrews and
Dowling showed that decrease in the number of employees had no posi-
tive effect on financial performance. In this study, changes in top-level
management were found to result in performance increases (Andrews and
Dowling 1998). There are also studies in the literature suggesting that pri-
vatization has a negative impact on financial performance (Fare et al.,
1985; Hofer, 1980; Pescatrice and Trapani, 1980).

Some studies claim that there is no significant change in financial per-
formance of privatized firms. Research done by Forsyth and Hooking
(1980) in two airlines and Kole and Mulherin (1997) among 17 corpora-
tions supported the above claim. Similar results were also found by Caves
and Christensen (1980), Foreman-Peck and Manning (1988), Frydman et
al., (1998), Boubakri (1998).

Although there are studies which argue that privatization has negative
or no impact on financial performance, many empirical works (Hill 1982,
Perkins 1983, Pryke 1992, Majumdar 1998, Ros 1999) illustrate that pri-
vatized firms have been more successful than other firms in the same sec-
tor or have performed better by comparison with the pre-privatization
period in terms of performance criteria. 

III.  Methodology

There are two methods of performance evaluation in relation to privatiza-
tion. The first method is based on comparing performance criteria of the
firms in a certain pre-privatization and post-privatization period. With
regard to the second method, it is based on comparing public and private
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companies operating in the same markets and subject to similar competi-
tive conditions. This method may, however, prevent us from reaching bal-
anced conclusions because it is extremely difficult to realize synchroniza-
tion assumption. Thus, in our study, we use the first method.

The research sample consists of financial data of privatized 24 cement
companies in the 1985-1999 period. The data were obtained from ISE and
Privatization Administration Authority. Basic statistics of the sample
(mean, standart deviation and number of companies) are presented in the
appendix (see Table 2). The Table 3 in the appendix includes names of the
firms, year of privatization and other relevant data.

In order to analyse performance of the firms year of privatization is
assigned 0 value. On this basis data belonging to five years before privati-
zation is assigned -5, four years -4, there years -3, two years -2 and one year
-1. Similarly data belonging to five years after privatization is assigned 5,
four years 4, there years 3, two years 2 and one year 1. T-test is used
whether there are statistically significant differences between the periods.

Performance criteria of the firms include production level, capacity
utilization rate, number of workers, production Per worker, net invest-
ments and net profit/loss. These data were obtained from the Privatization
Administration Authority and companies' reports. 

IV. Results of the Research

The Table 1 presents whether there are significant differences in perfor-
mance criteria in the pre-privatization and post-privatization periods.
Basic statistics related to production levels of privatized 24 cement firms
in the pre-privatization and post-privatization periods are given in the
table 2 (see the appendix). The highest production year before privatiza-
tion was the third year with 392,485 tones, while the corresponding year
after privatization was the fourth year with 481,755 tones. The table 1 pre-
sents the significance level of increases in production.

Taking production level into consideration, a statistically significant
difference has been found between the first year before privatization and
the third year after privatization (t:-2.411 SD:21 p<0.05). The table also
illustrates the rise in the second year before privatization (t:-2.132  SD: 23
p<0.05) and the first and the third year after privatization (t:-2.818 SD:21
p<0.01). Interestingly rises in production levels become statistically more
obvious and significant as the post-privatization periods get longer. The
other years in which production increases are statistically significant are
the third year before privatization and the first year (t:-2.791 SD:23
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p<0.01), the third (t:-2.951 SD:21 p<0.01) and fourth years (t:-2.530
SD:16 p<0.001) after privatization. 

There are also differences in the capacity utilization rates of privatized
cement firms in terms of years. When we look at the average values includ-
ed in the study, it can be seen that compared with the years before privati-
zation a fall in the capacity utilization rate is observed in the second year
after privatization. This fall is nevertheless not statistically significant. 

5
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Production Capacity Number of Production Investments Net

Years Levels Utilization Workers Per Worker Amounts Profit/Loss

(tonnes) (%) (tonnes) ($) (million TL)

0 ~ 1 -1.233 -0.184 5.168*** -3.728*** -1.259 -1.080
0 ~ 2 -1.114 -1.447 6.437*** -4.814*** -0.887 -1.088
0 ~ 3 -2.206* -0.936 6.813*** -4.142*** -0.897 -1.153
0 ~ 4 -1.044 -2.400* 7.064*** -5.496*** -0.040 -1.149
-1 ~ 1 -1.428 -0.291 8.157*** -5.911*** -1.887 -1.007
-1 ~ 2 -1.335 0.614 11.814*** -6.606*** -2.300* 0.020
-1 ~ 3 -2.411* 0.221 14.247*** -9.157*** -2.704* 0.440
-1 ~ 4 -1.605 0.197 17.660*** -10.828*** -1.439 0.638
-2 ~ 1 -2.132* -1.053 8.711*** -5.217*** -0.895 -0.991
-2 ~ 2 -1.562 -0.030 12.587*** -5.859*** -1.481 0.112
-2 ~ 3 -2.818** -0.536 15.492*** -8.774*** -2.298* 0.539
-2 ~ 4 -2.071 -0.517 17.095*** -10.771*** -1.279 0.554
-3 ~ 1 -2.791** -0.850 9.530*** -4.849*** -1.129 -1.029
-3 ~ 2 -1536 0.132 13.322*** -5.297*** -1.723 0.019
-3 ~ 3 -2.951** -0.151 15.863*** -8.192*** -2.061 0.495
-3 ~ 4 -2.530** -0.364 16.411*** -9.778*** -1.199 0.524
-4 ~ 1 -3.815*** -2.063 9.311*** -4.398*** 0.552 -1.028
-4 ~ 2 -2.256* -0.929 12.762*** -4.969*** -0.010 0.020
-4 ~ 3 -4.695*** -1.441 14.984*** -7.777*** -0.906 0.465
-4 ~ 4 -3.119** -1096 15.932*** -9.526*** -1.123 0.511

Table 1: Change in Performances of the Cement Firms in the Pre-

Privatization and Post-Privatization Periods(*)

(*) Values in the table include significance levels of differences in the periods and the values. 
* Significant at the 0.05 level     **  Significant at the 0.01 level      *** Significant at the 0.001 level 

Years in the first column:-5 five years before privatization, -4 four years before privatization, -3 three years before pri-
vatization, -2 two years before privatization, -1 one year before privatization, 5  five years after privatization, 4 four years
after privatization, 3 three years after privatization, 2 two years after privatization and 1 one year after privatization.
Note: If we analyse variables by taking their logarithms, no important difference is found at the significance level.



Increases in capacity utilization rates in the post-privatization period
are statistically insignificant. It is only in the fourth year after privatiza-
tion that the rise in capacity utilization rate is statistically significant  (t:-
2.400 SD:23 p<0.05). 

With regard to changes in the number of workers, decrease in their
number is found to be statistically significant (at a significant level of
0.001) in all the post-privatization years. The average number of workers
declined from 316 to 164 in the fourth year of privatization (see Table 2
in the appendix). A similar result is also seen in the production level per
worker. In the whole period, rises in the production level per worker are
found to be statistically significant (p<0.001). 

As far as investment in the pre-privatization and post-privatization is
concerned, differences in investments the first year before privatization
and the second year after privatization are statistically significant (t:-2.300
SD:22 p<0.05). In like vein, there are statistically, important differences
between the first and the third years before privatization (t:-2.704  SD:21
p<0.05) and the second and the third years after privatization (t:-2.298
SD:21 p<0.05). In a study of 79 privatized companies in 21 developing
countries, it was found that there were statistically significant increases in
investment spendings (Boubakri ve Cosset 1998). Our study also partial-
ly confirms the findings of the above research. 

Many studies have demonstrated that there are statistically rises in
profits of privatized firms. For example, in Egypt and in Mexico priva-
tized firms' profits increased 68 percent and 24 percent, respectively
(Nellis, 1999).  By contrast, our research shows that privatized firms have
not increased their profitability, as no significant differences have been
found between the pre-privatization and post-privatization periods. 

V. Conclusion

We can summarize our findings as follows;
• Decrease in the number of workers in the privatized firms are statisti-

cally significant.
• Decrease in the number of workers seems to have caused rises in pro-

duction level per worker.
• In the eight periods (4 year before privatization and 4 after privatiza-

tion) differences in the number of worker and production levels per
worker are not statistically significant.

• Rises in capacity utilization rates are not statistically significant.
• Similarly there are not statistically significant differences in the prof-

6 Osman Karamustafa



itability levels of firms in the pre-privatization and post-privatization
periods.

• There are statistically partially significant rises in investment spending
and production levels.
The success of widely-practiced privatization policies hinges upon the

economic system of the country, goals of the privatization programme and
the way in which privatization is implemented. In the Turkish cement
industry, privatization appears to have resulted in performance increases
to some extent. This necessitates further research concerning with effects
of privatization. 

In conclusion, further research should include and analyze more priva-
tized companies in different sectors, changes in top-level management
and motivation of employees. In this way, changes in performance of the
firms in the aftermath of privatization can be better studied and under-
stood.  

References 
Aktan, C. C., "Kamu Ekonomisinden Piyasa Ekonomisine Özellefltirme", Do¤ufl Matbaas›,

Ankara, 1994.
Andrews, W., M. Dowling, "Explaining Performance Changes in Newly Privatized

Firms", Journal of Management Studies, 35:5, September, 1998.
Atkinson, S. E., R., Halvorsen. "The Relative Efficiency of Public and Private Firms in a

Regulated Environment: The Case of U.S. Electric Utilities." Journal of Public
Economics, 29, 1986.

Boardman, A. E., A.R. Vining, "Ownership and Performance in Competitive
Environments: A Comparison of the Performance of Private, Mixed, and State-
Owned Enterprises.", Journal of Law and Economics, 32(1), 1989.

Boubakri, N., J. Cosset, "The Financial and Operating Performance of Newly Privatized
Firms: Evidence From Developing Countries." Journal of Finance, 53(3), 1998. 

Caves, D. W., L.R. Christensen, "The Relative Efficiency of Public and Private Firms in a
Competitive Environment: The Case of Canadian Railroads." Journal of Political
Economy, 88(5), 1980.

D'Souza, J., W.L. Megginson, "The Financial and Operating Performance of Privatized
Firms During the 1990s," Journal of Finance, 54(4), 1999.

Fare, R., S. Grosskopf, J. Logan, "The Relative Performance of Publicly Owned and
Privately Owned Electric Utilities." Journal of Public Economics, 26(1), 1985.

Foreman-Peck, J., D. Manning, "How Well is BT Performing? An International
Comparison of Telecommunications Total Factor Productivity." Fiscal Studies, 9(3),
1988.

Frydman, R., M. P. Hessel, A. Rapaczynski, "Why Ownership Matters? Politicization and
Entrepreneurship in the Restructuring of Enterprises in Central Europe. C.V. Starr
Center For"  Applied Economics, Research Report. 1998.

Hill, H., "State Enterprises in a Competitive Industry: an Indonesian Case Study." World

7
An Analysis of Pre-Privatization and Post-Privatization Financial Performance and
Activities of Privatized Cement Companies



Development, 10(11), 1982.
Hofer, C. W., "Turnaround Strategies", Journal of Busines Strategy, 1, 1980. 
‹MKB fiirketleri, http://www.imkb.gov.tr
Kole, S. R., J. M. Harold, "The Government as a Shareholder: A Case From the United

States." Journal of Law and Economics, 40, 1997.
Majumdar, S. K., "Assessing Comparative Efficiency of the State-Owned Mixed and

Private Sectors in Indian Industry." Public Choice, 96, 1998.
Megginson, W L., J. M. Netter, "From State to Market: A Survey of Empirical Studies on

Privatization" Paper presented at SBF Bourse de Paris/NYSE joint conference on
Global Equity Markets, 2000.

Millward, R., "The Comparative Performance of Public and Private Ownership." In Lord
E. Roll, ed., The Mixed Economy. New York: MacMillan, 1982.

Nellis, J. "Time to Rethink Privatization in Transition Economies?" International Finance
Corporation, Discussion Paper No:38, The World Bank, Washington, D.C., 1999.

Perkins, F. C., "Technology Choice, Industrialization and Development Experiences in
Tanzania." Journal of Development Studies, 19(2), 1983.

Pescatrice, D. R., J. M. Trapani, "The Performance and Objectives of Public and Private
Utilities Operating in the United States." Journal of Public Economics, 13(2), 1980.

Pryke, R., "The Comparative Performance of Public and Private Enterprise" Fiscal
Studies, 3(2), 1982.

Ros, A. J., "Does Ownership or Competition Matter?" Journal of Regulatory Economics,
15(1), 1999.

Shirley, M. M., P. Walsh, "Public versus Private Ownership: The Current State of the
Debate", The World Bank Research Report, 2000.

T.C. Baflbakanl›k Özellefltirme ‹daresi Baflkanl›¤› Bas›n ve Halkla ‹liflkiler Daire
Baflkanl›¤›, "Türkiye'de Özellefltirme",  9 A¤ustos 2000.  

T.C. Baflbakanl›k Özellefltirme ‹daresi Baflkanl›¤› Özellefltirme Sonras› Takip Grup
Baflkanl›¤›, "Türkiye'de Özellefltirme", 2000  

Zaim, O., E. H. Çakmak, "Kamu Sektörü,Özellefltirme ve Etkinlik" Özellefltirme
Tart›flmalar› (der), Ba¤lam Yay›nlar› 72, ss.147-165, 1994.

8 Osman Karamustafa



9
An Analysis of Pre-Privatization and Post-Privatization Financial Performance and
Activities of Privatized Cement Companies

Ye
ar

s
Pr

od
uc

tio
n 

Le
ve

ls
C

ap
ac

ity
 L

ev
el

N
um

be
r

of
 W

or
ke

r
Pr

od
uc

tio
n 

of
 W

or
ke

r
In

ve
st

m
en

t A
m

ou
nt

s
N

et
 P

ro
fit

/L
os

s

(to
nn

es
)

(%
)

(to
nn

es
)

($
)

(m
ill

io
n 

TL
)

N
M

ea
n

N
M

ea
n

N
M

ea
n

N
M

ea
n

N
M

ea
n

N
M

ea
n

-4
23

31
77

60
,73

24
69

,53
24

31
6

24
13

37
,25

24
25

09
25

8,5
8

24
67

47
,95

(11
46

81
,46

)
(1

6,3
8)

(7
9)

(4
92

,44
)

(5
87

69
80

,75
)

(11
05

76
,58

)
-3

17
39

24
85

,47
24

75
,95

24
31

2
24

12
28

,54
24

12
66

10
4,4

5
24

-3
57

,79
(1

35
33

5,7
0)

(1
6,8

9)
(7

5)
(5

12
,77

)
(1

60
70

22
,80

)
(4

00
76

,03
)

-2
24

35
97

53
,29

24
75

,33
24

30
8

24
12

04
,66

24
12

48
04

9,8
7

24
-4

38
8,1

6
(1

43
08

7,7
1)

(1
3,8

9)
(7

3)
(5

98
,36

)
(1

77
20

22
,22

)
(2

78
12

,54
)

-1
22

38
06

49
,72

24
79

,16
24

29
5

24
10

61
,25

24
76

37
03

,62
24

-6
14

6,2
9

(1
48

89
7,5

2)
(1

5,6
7)

(7
2)

(4
81

,72
)

(1
01

04
34

,48
)

(2
20

74
,82

)
0

23
38

79
29

,82
24

79
,66

24
25

1
24

16
30

,58
24

25
88

89
3,6

2
24

82
47

2,3
3

(1
56

09
9,1

6)
(1

9,8
9)

(7
9)

(5
74

,51
)

(6
97

81
63

,47
)

(3
62

45
6,3

0)
1

24
40

74
00

,70
24

80
,62

24
21

3
24

20
90

,45
24

18
09

29
4,0

4
24

10
74

93
,62

(1
74

54
2,7

2)
(2

5,8
3)

(8
0)

(11
24

,89
)

(2
36

94
49

,93
)

(5
29

15
5,7

5)
2

23
47

34
08

,43
23

76
,26

23
18

2
23

23
32

,82
23

26
29

28
2,9

5
23

-4
46

0,9
1

(3
60

10
6,0

9)
(2

9,3
6)

(6
2)

(1
30

0,9
9)

(3
85

81
62

,79
)

(2
20

20
7,9

6)
3

22
43

35
56

,72
22

80
,18

22
16

5
22

27
38

,68
22

47
14

71
0,6

3
22

-3
92

62
,40

(1
77

93
0,0

4)
(2

6,5
5)

(4
6)

(11
66

,80
)

(7
37

08
76

,68
)

(3
56

11
1,9

1)
4

17
48

17
55

,70
17

81
,58

18
16

4
18

29
25

,88
17

59
97

34
6,4

7
17

-8
98

15
,11

(1
95

48
9,1

7)
(3

2,3
1)

(3
2)

(9
46

,90
)

(1
51

46
83

1,5
4)

(7
37

33
1,0

8)

(*
) Y

ea
rs 

in
 th

e f
irs

t c
ol

um
n:

-5
 fi

ve
 y

ea
rs 

be
fo

re
 p

riv
ati

za
tio

n, 
-4

 fo
ur

 y
ea

rs 
be

fo
re

 p
riv

ati
za

tio
n, 

-3
 th

re
e y

ea
rs 

be
fo

re
 p

riv
ati

za
tio

n, 
-2

 tw
o 

ye
ar

s b
ef

or
e p

riv
ati

za
tio

n, 
-1

 o
ne

 y
ea

r b
ef

or
e p

riv
a-

tiz
ati

on
, 5

  f
iv

e y
ea

rs 
af

ter
 p

riv
ati

za
tio

n, 
4 

fo
ur

 y
ea

rs 
af

ter
 p

riv
ati

za
tio

n, 
3 

th
re

e y
ea

rs 
af

ter
 p

riv
ati

za
tio

n, 
2 

tw
o 

ye
ar

s a
fte

r p
riv

ati
za

tio
n 

an
d 

1 
on

e y
ea

r a
fte

r p
riv

ati
za

tio
n.

N 
va

lu
es

 in
 th

e t
ab

le 
sh

ow
s t

he
 n

um
be

r o
f f

irm
s i

nv
es

tig
ate

d 
in

 th
e a

na
ly

sis
 p

er
io

d. 
Va

lu
es

 in
 th

e p
ar

an
th

es
is 

de
no

tes
 st

an
da

rd
 d

ev
iat

io
ns

. 

A
p

p
en

d
ix

T
a
b

le
 2

: 
B

a
si

c 
S

ta
ti

st
ic

s 
o
f 

C
em

en
t 

C
o
m

p
a
n

ie
s 

in
 P

re
-P

ri
v
a
ti

za
ti

o
n

 a
n

d
 P

o
st

-P
ri

v
a
ti

za
ti

o
n

 P
er

io
d

s(*
)



10 Osman Karamustafa
N

um
be

r
C

om
pa

ny
 N

am
e 

(*
)

Y
ea

r
of

 P
ri

va
ti

za
ti

on
 (*

)
A

ct
iv

it
y 

P
er

io
d 

in
cl

ud
ed

 in
 t

he
 R

es
ea

rc
h

1
A

d›
ya

m
an

 Ç
im

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

95
19

91
 - 

19
99

2
A

fy
on

 Ç
im

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

89
19

85
 - 

19
93

3
A

nk
ar

a 
Çi

m
en

to
 S

an
ay

i v
e T

ic
ar

et
 A

.fi
.

19
89

19
85

 - 
19

93
4

A
flk

al
e 

Çi
m

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

93
19

89
 - 

19
97

5
Ba

l›k
es

ir 
Çi

m
en

to
 S

an
ay

i v
e T

ic
ar

et
 A

.fi
.

19
89

19
85

 - 
19

93
6

Ba
rt›

n 
Çi

m
en

to
 S

an
ay

i v
e T

ic
ar

et
 A

.fi
.

19
93

19
89

 - 
19

97
7

Ço
ru

m
 Ç

im
en

to
 S

an
ay

i v
e T

ic
ar

et
 A

.fi
.

19
92

19
88

 - 
19

96
8

D
en

iz
li 

Çi
m

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

92
19

88
 - 

19
96

9
El

az
›¤

 Ç
im

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

96
19

92
 - 

19
99

10
Er

ga
ni

 Ç
im

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

97
19

93
 - 

19
99

11
G

az
ia

nt
ep

 Ç
im

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

92
19

88
 - 

19
96

12
G

üm
üfl

ha
ne

 Ç
im

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

96
19

92
 - 

19
99

13
‹s

ke
nd

er
un

 Ç
im

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

92
19

88
 - 

19
96

14
K

ar
s Ç

im
en

to
 S

an
ay

i v
e T

ic
ar

et
 A

.fi
.

19
96

19
92

 - 
19

99
15

K
ur

ta
la

n 
Çi

m
en

to
 S

an
ay

i v
e T

ic
ar

et
 A

.fi
.

19
98

19
94

 - 
19

99
16

La
di

k 
Çi

m
en

to
 S

an
ay

i v
e T

ic
ar

et
 A

.fi
.

19
93

19
89

 - 
19

97
17

La
la

pa
fla

 Ç
im

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

96
19

92
 - 

19
99

18
N

i¤
de

 Ç
im

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

92
19

88
 - 

19
96

19
P›

na
rh

isa
r (

Tr
ak

ya
) Ç

im
en

to
 S

an
ay

i v
e T

ic
ar

et
 A

.fi
.

19
89

19
85

 - 
19

93
20

Si
va

s Ç
im

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

92
19

88
 - 

19
96

21
fia

nl
›u

rfa
 Ç

im
en

to
 S

an
ay

i v
e T

ic
ar

et
 A

.fi
.

19
93

19
89

 - 
19

97
22

Sö
ke

 Ç
im

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

89
19

85
 - 

19
93

23
Tr

ab
zo

n 
Çi

m
en

to
 S

an
ay

i v
e T

ic
ar

et
 A

.fi
.

19
92

19
88

 - 
19

96
24

Va
n 

Çi
m

en
to

 S
an

ay
i v

e T
ic

ar
et

 A
.fi

.
19

96
19

92
 - 

19
99

(*
)S

ou
rc

e: 
T.

C.
 B

afl
ba

ka
nl

›k
 Ö

ze
lle

flti
rm

e ‹
da

re
si 

Ba
flk

an
l›¤

› B
as

›n
 v

e H
alk

la 
‹li

flk
ile

r D
air

e B
afl

ka
nl

›¤
›, 

"T
ür

ki
ye

'de
 Ö

ze
lle

flti
rm

e"
,  

9 A
¤u

sto
s 2

00
0.

T
a
b

le
 3

: 
P

ri
v
a
ti

ze
d

 C
em

en
t 

C
o
m

p
a
n

ie
s,

 Y
ea

r
o
f 

P
ri

v
a
ti

za
ti

o
n

 a
n

d
 A

ct
iv

it
y
 P

er
io

d



11
An Analysis of Pre-Privatization and Post-Privatization Financial Performance and
Activities of Privatized Cement Companies

19
90

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

To
ta

l

B
ul

ga
ri

a
-

-
-

45
14

7
11

1
48

52
5

56
9

14
45

C
ze

ch
 R

ep
ub

lic
-

-
-

64
5

7
16

45
-

72
18

1
25

49
H

un
ga

ry
48

3
79

8
77

9
16

85
15

07
39

88
94

5
21

39
34

2
12

66
6

Po
la

nd
62

33
8

24
0

73
3

64
1

98
0

60
5

22
46

24
36

82
81

R
us

si
an

 F
ed

er
at

io
n

-
35

88
11

0
-

10
02

11
92

41
77

90
9

75
13

Tu
rk

ey
43

7
21

2
78

0
48

3
35

4
57

2
29

7
46

5
10

16
46

17
O

th
er

28
0

11
68

17
39

28
7

13
03

14
44

23
79

69
13

25
50

18
06

0
To

ta
l

12
62

25
51

36
26

39
88

39
57

97
42

54
66

19
33

7
80

02
55

13
1

So
ur

ce
: W

or
ld

 B
an

k 
Pr

iv
ati

za
tio

n 
Da

tab
as

e. 

T
a
b

le
 4

: 
P

ri
v
a
ti

za
ti

o
n

 R
ev

en
u

es
 o

f 
S

o
m

e 
E

u
ro

p
ea

n
 C

o
u

n
tr

ie
s 

1
9
9
0
-1

9
9
8
 (

m
il

li
o
n

s 
o
f 

U
.S

. 
d

o
ll

a
rs

)





BUSINESS ETHICS AND A RESEARCH FOR
ETHICS CULTURES OF THE

COMPANIES TRADED ON THE 
ISTANBUL STOCK EXCHANGE

Ali HALICI*

Abstract
The aim of the study is to determine the ethics cultures of the companies trad-
ed on the Istanbul Stock Exchange (ISE). Therefore, content analysis with
quantitative methods were applied to official and written documents of 192
companies. Consequently, statements were determined for 36 different sub-
jects. Among these, 'high quality production' is the most, 'supplier satisfaction'
and 'union relations' are the least frequently mentioned subjects. Also 'human
resources' is the most, 'environmental issues' are the least examined subjects
within the business functions. Research results show that companies mainly
have behavioral ethics cultures. Also, they intimately follow the modern
approaches in marketing ethics.

I.  Introduction

The theoreticians have specially discussed ethics for about 2500 years.
During this period, many different approaches can be seen about what is
good and right or what is bad and wrong.

Business ethics is, something, which includes the practicing of ethics
in working world that we face with everyday. At the same time, in the last
recent years it had become one of the subjects often discussed about in the
world and in our country. It is such that the people, who are interested
about it on England and America, become a sector and it is seen among
the fastest developing sectors. Today you can face with such institutes and
organizations, which are only working on business ethics. Business ethics
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is taught as a lesson in many universities and its rules are mentioned in
companies.

There are two reasons for the increasing interest to business ethics.
Firstly, working life is increasingly shaped by the science and technology
and law systems lacking behind. The second one is, because of people's
interior worlds coming to forward in the years of 2000. Because when
knowledge increases, the problems become more subjective. For this rea-
son, needs for improving special humans' or groups' moral awareness lev-
els came forward. First step to provide this is to define the current situa-
tion now. For this reasons, it is practiced on the companies traded on the
ISE which are most affected from Turkey's daily life conditions, where the
capital is distributed to base and where Turkey's leading firms exist. The
practice is in general towards companies' related areas and their scopes
within the limitations of business ethics.

By this way, ethical cultures of the firms, which are traded on the ISE,
are discovered. Although companies can create their own philosophy or
criteria; these would be compared with other companies. Also consumers
and investors would have more information about the subject.

II. Conceptual Analysis of Ethics and Business Ethics

2.1. The Word of Ethics' Etymological History and its Use in Turkish. 

The term 'ethics', originates from the Greek word 'ethos' which meant
habits and cultural aspects and today it is used with the same roof in many
different languages (Shea, 1988; Solomon, 1984; Keklik, 1987).

For example in German 'ethik', in French 'ethique', in English 'ethics',
in Latin's 'ethike' and in Greek 'ethika' like. The base word 'ethos' before
all means, being a good human in character. 

Together with this, the term 'ethos' in foreign literature brings out the
quality of the whole society (Solomon, 1984). In Turkish the 'ethos' word's
meaning is cultural aspects and habits (Sinano¤lu and Türkkan, 1979).
Against this, in Turkish, the term 'ethics' is used, both in scientific litera-
ture and in daily life use as the same word. But especially in some dictio-
naries and encyclopedias the term 'ethics' is used with several Turkish
words.

In Turkish Language Association's "Turkish Dictionary"; 'ethics' is
explained as "science of culture" and "science of behavior" (Türk Dil
Kurumu, 1988). Next to this, in Orhan Hançerlio¤lu's philosophical ency-
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clopedia, no explanation is given for the word etik or etika (Hançerlio¤lu,
1977) and the users are diverted to word 'science of culture' (Hançerlio¤lu,
1977). In philosophers dictionary the word 'ethics' do not even take place
and only has its explanations in front of science of culture word
(Hançerlio¤lu, 1993).  With its English way of writing, the word 'ethics'
in international resources is explained as the philosophy that works on
morals (The Cambridge Dictionary of Philosophy, 1997; The Oxford
Companion to Philosophy, 1997). With this meaning 'ethics' is in the same
meaning with the Turkish world moral philosophy (Ana Britannica Genel
Kültür Ansiklopedisi, 1997). The philosopher who works on this subject
is usually called as the moral philosophers. Because someone who studies
on moral, its aspects on moral problems and features, is doing ethics or
moral philosophy (Tepe, 1992). In this respect, in philosophy, the term
"moral philosophy" is used instead of ethics and when the word is used as
an idiom, it is appropriate to use the term as ethics.

2.2. Contemporary Definition of Ethics and Business Ethics

Is ethics the philosophy of morals, what ethics is or what it must be is dis-
cussible. There is no single explanation and approach, which everybody
agrees. Because, the field itself is a discussible philosophical problem
(Encyclopedia of Philosophy, 1967). So, the discussion of the definition
of the term firstly has to be done under the philosophic literature. 

From very rare philosophical dictionaries in Turkey, the detailed inter-
pretation of the ethics is given in Bedia Akarsu's dictionary as (Akarsu,
1988):

"Scientific Moral. Moral Philosophy. The science searching the
essence and the foundations of those being moral, the philosophy branch
analyzing the problems with moral behaviors about the life of human in
personality and in society. It is the branch of the philosophy analyzing
problems such as "What is good?" or "What should we do?"

In another dictionary definition the ethics is interpreted as "the branch"
(Ana Britannica, 1997) of the philosophy analyzing the values behind the
relationship between humans, the significance of good or bad, right or
wrong out of morals.

In Webster's' 3rd new International dictionary, the ethics is explained
as below (Webters' Third New International Dictionary, 1993):

1- It is the discipline, which considers what is good and bad, or right
and wrong, or moral duties and responsibilities.

2- It is a set of moral values or principles.
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- The system of moral values or theories
- It is the principles, which divert one's, or a jobs behavior or behav-
ioral standards of it.

3- It is the ideal character presented by an individual or a group.
So ethics includes the philosophical approaches on moral principles

that humans are expected to follow. These approaches state both the dis-
cipline explaining the reliability of the moral values and the causalities
and the principles of behavior and the subjects of the same discipline cov-
ering physical values (Solomon, 1984).

Business ethics is a part of practical ethics. So, explanations about
ethics in its practice in companies give us information about business
ethics. Business ethics is used with the same meaning as business morals.
As mentioned before, in the relation between ethics and moral, moral is
calling human behavior subject. On the other hand, ethics puts forward the
dimension of the moral theory. Therefore, the evaluation behavioral prin-
ciples or their codes in the business field are explained in terms of ethics
more professionally. 

In the light of all the explanations about ethics, it is possible to analyze
as business ethics. Laura Nash explains the ethics as the analysis of the
individual moral norms under trade facilities and purposes (Nash, 1990).
However, William Shaw explains ethics as the study of the fact consider-
ing good or bad and right or wrong behaviors of human (Shaw, 1991).

According to another approach business ethics is a behavior guide in
the business world's moral principles and standards (Ferrell and Fraedrich,
1994). In the same way Win Hoffman and O. M. Moore says that business
ethics is something, which works on what is good and right (Hoffman and
Moore, 1990). 

There are more explanations that could be found about the subject.
However, generally, the moral rules, which show the right and wrong or
good and bad, are related with the subject. Taking reference from this
point, the explanation can be made as business ethics: "Business ethics is
moral values and standards which individuals or organizations take into
consideration in their trade relations."

III.  Business Ethics' Increasing Importance in Companies

Companies are groups of people who are working together for a particu-
lar purpose. The first aim in the companies is to make profit. Next to
these, there are some companies, which are not aiming profit, even if it is
making a profit or not. There are facilities involved in all products and ser-
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vices. As a result, there is a narrow or wide environment, which is effect-
ed from it. All the people or the groups who benefit from company facil-
ities are called interest groups. As can be seen from the Figure 1, the inter-
est groups can be categorized in two parts; as first and second degree
interest groups (Lewis, 1995).

The first-degree interest groups consist of the people who invest
money on the company or the shareholders, people who govern the com-
panies, the customers and the suppliers. The second interest groups con-
sist of the social groups, consumers, environmental groups, local citizens
and general public. 

Every company that acts in the same environment has three common
goals regardless of their own, private aims. These are (Can, Tuncer and
Ayhan, 1998); a- Gaining Profit   b- Providing social benefit (utility) and
c- continuity

Nowadays, although the aim for social benefit is discussed in a very
broad sense, it is assumed in the general aims of the companies. In recent
years, under the social utility framework, it does not only consist of con-
sumption and utility arising from the production of goods and services
serving to their demand, distributing them to the required places and pric-
ing them according to the purchasing power so that consumers will be
able to buy (Hal›c›, 1997).

In the long run, this approach takes care of the consumers' and the
societies' prosperity in relation with the "social responsibilities" of the
company. By doing so the company has to develop measures to protect the
peoples' benefits as their general purposes (Hal›c›, 1997). The survival for
companies depends on realizing this understanding. Especially in modern
societies, companies having high moral standards are something that what
today companies are asking for (Schermerhorn, 1996). On the other side,
the high level of moral standards needs to be questioned much more in the
developing societies.

17
Business Ethics and a Research for Ethics Cultures of the Companies Traded
on the Istanbul Stock Exchange



Source: Pamela S. Lewis, Stephan H. Goodman and Patricia M. Fandt, Management Challenges in the 21st. Century,
West Publishing Com., St. Paul, 1995.

The reasons behind the increasing importance and the development of
the business ethics can be listed as (Lozano, 1996):
• The increasing national and international power of the companies
• Increase in the societies' pressure towards some activities
• Increase in the importance of management power within the firms
• The other groups becoming aware of their share over the company

activities
• The increasing need of the organizations to re-regulate themselves.

Of course, in today's dynamic business world, the moral values are not
the only thing for the companies to be able to survive.

Together with this (Kas›mo¤lu, 1995), globalization, competition, effi-
ciency, complexity, trustworthiness, modernity, and quality terms must be
taken into consideration. So the company's efficiency and effectiveness
will increase. According to the company purposes and aims, they imple-
ment the facilities in different areas and in different functions.

The companies show differences in their way of production, sale, prod-
ucts or the way they serve. In contrast; some business functions have
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global identity and they stand for all the companies. These can be classi-
fied as follows (Can, Tuncer and Ayhan, 1998): administration, marketing,
finance, accounting, protecting of the environment, research and develop-
ment.

Above functions can be categorized in different ways in business liter-
ature. But, in many cases the general foundations of management function
have the characteristics of covering all the other functions like production,
marketing, finance or financing, staff or human resources and accounting.
In addition to these functions, which are generally accepted, the impor-
tance of the subject of "protecting the environment" could also be taken
into attention.

To be able to understand ethics subjects, it is important to analyze the
interest groups and business functions that are brought up by these con-
cepts (Ferrell and Fraedrich, 1994). The ethics subjects are evaluated
according to the interest groups and their scopes in business functions.
Therefore, the classical business functions take place as management,
production, marketing, finance, human resources, accounting and protec-
tion of the environment. The management function takes place at the end
because of its characteristics of covering and controlling other functions.

IV.  The Aim, Methodology and Data

4.1. The Aim and Content of the Research

In relations with this, the use of ethics term is used more often in recent
years in the business world and in other areas of our country. Through the
end of 1998 the use of the ethics term has increased in the mentioned news
as can be seen in the newspaper researches (GAR‹LD‹) in communica-
tion, anthology and in analyses during the years of 1997 and 1998 (garil-
di.com.tr, 1999). The 'ethics' term is used in 296 news in 1997 and 1998.
10% of these news belong to 1997 and 90% to the year 1998. Next to
these when the term ethics is analyzed in literature, there are no findings
which show the use of ethics term or the areas where it is used. In order
to support the importance of this research, firstly the kind of news accord-
ing to their contents are shown on Table 1. Ethics has been previously
used in the areas of medicine, politics and business world/economy.   

In the same way, 42 news are found about the term "ethics" in word
search of the Hürriyet newspaper (hurriyet.com.tr, 1999), and as a distri-
bution of their subjects, 11 were related to politics and arts, 8 for medi-
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cine, 4 for media and business world. Also 6 other news are found about
the environment and other fields.

In general, when the news about business ethics and economy are eval-
uated within the context of the use of the term of ethics, they can be seen
in the sequence of politics and business world relations (ex. privatization,
elections etc.), and in the capital markets and the employees' rights.
'Degeneration' or 'Putrefaction' words are used to express the situation not
having an ethical code. The legal regulations that are made by the rulers
of the countries to create and protect peace in the social and economic life
are not enough. Because, firstly there is no way to be able to explain every
action by the laws. Secondly, the rapid developments in every field are
always ahead of the laws and rules, and most of the time, precautions
taken against these facts are insufficient (garildi.birnumara.com.tr, 1999). 

Therefore the companies and their administrations did not  adequately
explain the importance of ethics, which has been evaluated for 2500 years.
The interest to the business ethics, which is a field of implementation for
the companies, has been limited. It has to be mentioned clearly that fre-
quent use of the ethics term and their intention in this direction in state-
ments of the managers do not possess an ethical result. The important
thing is to reflect these statements to the action. But methods, which are
used in analyzing the ethical sides of actions, do not always come up with
the same conclusion.

When business ethics is taken into account from the ethics theories,
reaching a simple and global approach is almost impossible. By doing so,
the objective evaluation of whether it is ethical or not within the frame-
work of company's activities or the actions of managers and employees is
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News Types Frequency of News (%)

Medicine 87 29.5
Economics /

Business
47 15.9

Politics 44 14.8
Publishing 35 11.8
Magazines 31 10.5
Other 52 17.5

Total 296 100.0

Table 1: Distribution of News Including the Term "Ethics"



very hard. In addition to this, there is a business ethics system where every
company creates its form of business ethics in the course of time
(Soydemir, 1998). This system can only be evaluated by specific theory or
theories. In these evaluations, the possibility of people's subjective
approach and company or managers approach on cultural ethics should
not be forgotten. 

Because of the above reasons that are mentioned, in the researches on
business ethics, firstly an ethnographic output is needed. So the research
will include an ethnographic study. Moving from this point, the research
is made on the official and written documents presented by the companies
for the external environment and other companies in the context of ethics.
In this field, the general researches are targeted to the contents about the
ethical principles. A research made by Robert Chatov (Chatov, 1980)
determined which statements are used for which fields, by applying the
content analysis in ethic principles of the companies. In the same way D.
Cressey and C. A. Moore (Cressey and Moore, 1983) had found the man-
agerial values and business codes of ethics and their content according to
the interest groups. C. Mathews (Mathews, 1987) carried out content
analysis to Codes of Ethics and found out the relation between ethical
contents and behavior. B. Stevens (Stevens, 1992) on the other hand, did
a content analyses on ethical codes of hotel managers to find out what
explanations had been made in which field.

The main aim in this research is to understand the ethics culture of
companies traded on the ISE. Next to these, the structural characteristics
of the companies are correlated with the determination of the fields that
the firms made statements in their interpretations.  By doing so, the dif-
ferences and similarities on the methodologies of the companies on
explaining ethics would be seen, an order should be given according to the
importance and discussions could be made about the reasons. To serve
these aims, the following steps are applied:

To identify the content of the field of ethical statements included in the
official and written documents of companies and to explain them
• Classifying the contents of the ethical statements which are identified

and explain them by giving them a code
• Put the classified subject in an order of importance
• To analyze the relation between the contents and company's structural

characteristics.
As it is mentioned in the above research, companies' written and offi-

cial documents are taken into consideration. These characteristics will
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show the company's level in ethics so that it will be easier by the interior
or the external environment to question the subjects about which the com-
panies have provided statements. Doubtlessly it will contribute to one of
the important features of 'trust' in developing countries in time of global-
ization.

4.2. Research Field and Methodology

Another area in which reliability and business ethics are important is the
capital market - where it is ranked second in the business world according
to the research. Capital Market Law No: 2499 states the aims and contents
pertaining to capital markets. Accordingly, one must gain trust, because
the people will make investment as much as they trust the market. By this
way, their savings will be diverted efficiently to the economic develop-
ment (Soydemir, 1998).

In addition to legal regulations on capital markets, companies will
need to create their ethics principles. The use of ethics principles will help
to improve the relations between company-savings, company-society and
manager-employee.

Ethnographical analysis is applied as a qualified approach in order to
identify and evaluate the ethics principles of the companies traded on the
ISE. 

4.2.1. Information About Research Population

When the research was carried out on January 14, 1999; there were 278
firms traded on the ISE. So the sampling in the research is composed of
official and written documents of 278 companies (ISE Review, 1999)
traded on the ISE.

To be able to gain reliability in the research, a total counting method
was aimed to reach all the 278 companies. In other words it was aimed to
reach all the official documents of all firms.  

Table 2 shows the sectoral distribution of 278 companies, which trade
on the  ISE. (Milliyet Gazetesi, 1999).
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4.2.2. Data Collection 

A study was carried out on 16 companies to find out about the mentioned
documents and how to reach them. Out of this, the following have been
accepted as official documents in the context of ethics principles:

a- Mission and vision explanations
b- Business values
c- Ethics principles 
d- The legal explanations made by the general manager or the chair-

man of the board of directors
Companies evaluate the mission and vision sentences as the most

important thing in business ethics. Because these sentences, at first has the
analysis for the employees' values and the differences in organizational

Sectors Number of 

firms Traded on

the ISE

Banking 15
Leasing - Factoring 11
Holding Company 15
Investment 21
Real Estate 4
Broker Institutions 1
Insurance 7
Food and Drink 23
Furniture and Flooring Industry 2
Weaving Industry 36
Brewery 5
Paper and Paper Products 8
Painting Industry 5
Air Transportation 3
Tourism 5
Supermarkets 5
Retail Trade 4
Construction Resources 6

Sectors Number of 

firms Traded on

the ISE

Energy 4
Automotive / by Product Industry 12
Electrical Machines 6
Durable Consumption Goods 9
Iron-Steel-Metals 9
Other than Iron-steel 4
Cement 15
Glass and Glass Products 4
Ceramic and Porcelain 4
Plastic Products 4
Metal Goods and Machinery 3
Rubber Products 2
Petrol and Petroleum Products 5
Publishing Industry 6
Drugs Industry 2
Dung-Agriculture Industry 4
Other Sectors 9
TOTAL 278

Source: Milliyet Newspaper,  5 July 1999.

Table 2: Sectoral Distribution of the Firms Traded on the ISE 



behavior. Secondly, the relations are collected under naming the new
value systems' symbol and carrying out the strategies. Lastly, it provides
discussion of the organizational decisions among its suppliers and com-
parison of the decisions with high-level targets (Campbell and Yeung,
1991).  Ethics also takes place among the 8 management initiatives in the
1997 business ethics research of KPMG (www.kpmg.ca/ethics, 1997).

Annual reports are accepted as official explanations. These reports
include financial information and messages of general managers and they
are legally enforced to be published because these annual reports are con-
sidered as the companies' main document which they publish and distrib-
ute to the outside environment.

To be able to collect those documents, interviews with the companies
has been preferred.  These interviews were made by phone because of the
reason that the companies are spread on a very large geographical area as
well as financial/time limitations. These interviews were carried out by
telephone between April 01, 1999 and July 15, 1999. They are imple-
mented to increase the ability to reach and to get more reliable informa-
tion during the week and between the hours 10.00-12.00 and 14.00-16.00.
During the telephone interviews, firstly the communication department is
contacted by considering that it has knowledge about the relevant  docu-
ments and that they know the right address for information. But in cases
where no communication department existed, contacts were made with
human resources or staff administrators. If a responsible person was not
contacted in these departments, contact was made with one of the persons
from administration departments. The aim was to reach the right docu-
ment in the shortest time possible. 

The people who were contacted by phone according to their titles are:
108 directors of the communication departments, 48 directors of human
resources departments, 8 vice general  managers, 5 accounting managers,
2 general managers, 2 administrative coordinators, 2 managers of educa-
tion, 1 district manager, 1 company manager, 1 securities director (equity
and bonds) and 20 unknown people.

For the managers whose titles are given in the Table, they were asked
for personal  explanations and whether they had the documents named
above. If they had, they were asked to send them to the provided
address.
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Some of the companies accepted to send documents whereas some of
them wanted a written application. The written applications were handled
by fax. In addition, those companies, which could not be contacted by the
phone, they were sent letters and faxes. Also 3 documents have been taken
by hand from companies in Ankara. 18 of the companies stated that the
information could be found on their web page. An Internet survey was
carried out for these companies.

Distribution according to the method of collecting data is given in
Table 4 below.

Table 4: General Distribution of Data Collection Techniques 

As can be seen in Table 4, 298 phone calls were made. During the
phone calls, apart from the connections through switchboard, 90 diverted
calls were made, by different reasons. Also, for the unreachable tele-
phones, the unknown number service (118), was used 11 times. 104 com-
panies contacted via phone, requested a written application and 61 were
sent faxes. For 22 companies, which could not  be reached by phone or
fax, letters were sent. For the companies, which have more than one com-
pany traded on the ISE, only their head offices  were contacted. 

Accordingly, the way of contacting and collecting data is shown in
Table 5: with 78 of them only phone calls were made, in addition to phone
calls, faxes was sent to 104 of them, web pages of 18 companies were ana-
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PROFESSION Manager Number (%)

Public Relations Manager 108 54.5
Human Resources Manager 48 24.2
Vice President 8 4.0
Other 34 17.3
TOTAL 198 100.0

Table 3: Profession of Managers Contacted by Phone

INTERVIEW TYPE Number of Interview 

Telephone 298
Fax 135
Letter 22
Internet Search 18



lyzed and letters were sent to 8 of them. In addition to these, 31 compa-
nies which could not be reached by phone were sent faxes and for the ones
which could not be reached by fax, letters were sent to 14 of them.

Table 5: Distribution of Data Collection Techniques Applied to the

Companies 

When the study was made on August 08, 1999, answers were received
from 192 companies. The percentage of received answers is %69.01.

4.2.3. Methodology in Evaluating the Data

As it is mentioned before, the annual reports for 1998 are asked from the
companies traded on the ISE, which included statements about vision,
mission explanations, values, ethical principles and messages of high-
level managers.

Companies have replied through 79 annual reports, 32 philosophy doc-
uments and introductory booklets, which include vision, mission, values,
the documents on quality. 25 companies were accepted to have replied
since the company groups which they belong to have replied. 18 compa-
nies' documents were acquired through their web pages on the philosoph-
ical group documents. 86 companies have not replied when the evaluation
of data began on August 1, 1999. 35 companies have replied by stating
they have no written documents about the topic. The classification of the
documents sent by the companies can be seen in Table 6.
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DATA COLLECTION TECHNIQUE Number of Techniques (%)

Telephone 78 28.1
Telephone and Fax 104 37.4
Telephone and Internet Search 18 6.5
Fax 31 11.1
Telephone and Letter 8 2.9
Letter 14 5.0
Not Searched 25 9.0
Total 278 100.0



Table 6: Distribution of Companies According to their Replies 

Content analysis is the method used for evaluation of the philosophi-
cal group documents and annual reports.

The content analysis includes analyzing questions such as from whom
to whom, by what purpose and tool, by which condition and situation,
what it is, in particular, stating (or what it is not stating)  related analysis
description, therefore it analyzes the content analysis of content (Erdo¤an,
1988).

Within this context, the aim of the research is to understand and give
meaning to the areas related with business ethics. The content analysis
method is used. In addition to the content analysis, since the explanations
used under ethics, the ethical statements will be evaluated, and compari-
son with structural characteristics will be applied. A quality testing
method will also be applied. 

The frequency distributions and percentage calculations are used in the
evaluation of ethical statements. And correlation test is applied to see the
relationship between the ethical statements and company's structural
properties. Lastly, chi-square test is used to enrich the evaluations and to
contribute to the research for analyzing specific relationships.

The following steps were followed in order to determine and evaluate
the companies' statements:

1- Reading and evaluating for trust and classification of the files which
are sent by the company and found from web sources by August 01,
1999 which are; a) vision, mission statements, b) business values, c)
ethical principles, as "philosophical group documents" and annual
reports as "annual report group document".

2- When coming across with a philosophy group documents in annual
reports we put 84 companies named under the philosophy group and
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ANSWER TYPE Number of Answers (%)

Not Replied 86 30.9
Stating that no Written

Document is Available
35 12.6

Considered in Philosophical

Group Documents
84 30.2

Considered in Activitiy

Report Group
73 26.3

TOTAL 278 100.0



73 companies were evaluated through their annual  reports.
3- Out of 8 holding companies, which include other companies within

their structure, 2 documents belong to annual report document group
and others to the philosophy group.

4- 35 of the companies as mentioned before stated they do not have a
written document.

5- Therefore, 157 companies documents were analyzed.
6- The companies, which had more than one group of companies traded

on the ISE, were evaluated according to the explanations provided by
their headquarters about vision, mission or business value. 

7- The documents were read and analyzed according to the measure-
ment that was mentioned in the first step.

8- The readings were evaluated sentence by sentence since the aim of
the analysis was to find out the field of explanations and contents,

9- A specific ethics definition has been considered in order to provide
equality in the ethical evaluation of the sentences and to remove indi-
vidual specific values and approaches. The explanations are found in
the Webster's 3.rd New International Dictionary, which says that
ethics, is the principles and behavior standards that divert the behav-
iors of individuals or companies.

10- The sentence is considered as ethical statement if it specifies a prin-
ciple or behavior standard towards the company as a whole or its
functions.

11- For each company (n=278), the sentences about ethics were given a
page number and listed separately. The source of the sentence was
also written down on the same page.

12- By doing so, 278 pages on ethical explanations about companies were
compiled as a document.

13- A table was made according to the companies' general activities and
their separate functions.

14- The pages, which are prepared for each company, were taken and the
sentences explaining the general activities were written under the
management function and the sentences about functions were written
under their own functions. During the analysis, the sentences were re-
checked.

15- The analysis was carried out by writing completely, the ranking num-
ber of the company and the ethics statement.

16- The lengths of the sentences vary between 2 and 30 words (e.g. envi-
ronment friendly).
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17- So, in same sentences different business functions were found. These
were taken as whole sentences and they were analyzed separately.

18- The companies, which are under the same group and have common
statements, were put into the same Table.

19- On the managerial Table, the sentences were divided into two as
"general organizational principles" and "public approach".

20- By doing so, 7 tables were prepared for the sentences within the con-
text of ethics.

21- Tables were checked.
22- Within this framework, 39 sentences about finance, 40 about envi-

ronment, 71 about production, 105 about marketing, 107 about
human resources and 162 sentences were found under administration
in which 72 were found about general organizational principles and
90 in public approach.  

23- The sentences, which are classified according to their functions, were
coded according to the given messages.

24- The classification of coding was realized together with 2 researchers.
25- The classification was checked and controlled again.
26- According to the classification, 3 on production, 4 on marketing, 3 on

finance, 9 on human resources, 3 on environment, 7 on organization-
al principles and 7 on the explanations related to the public making
up a total of  36 different fields.

27- Lastly, the data were typed in SPSS according to whether the compa-
nies have statements toward these classifications and according to
their demographically characteristics.

28- For the data under SPSS, frequency and percentage distributions, chi-
square and correlation tests were applied.

4.2.4. The Validity and Reliability of Research

The criteria that was developed by Miles and Huberman (Miles and
Huberman, 1998) for objective research was used for the research and the
following steps were taken:

1- The methods used in the search were clearly explained in the evalua-
tion of the data.

2- Telephone, fax, letter and Internet survey methods were all used for
data collection in the research. These were explained in details.

3- The aim of the research is consistent with the data and the results
obtained from the data are consistent with the result

4- Collecting the data is recorded with special care. The name, tele-
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phone, fax number and web addresses of the firms were recorded
together with the content of the interview.

5- In the evaluation of data; special care was shown in order not to be
affected by the individual evaluating approaches. For this reason,
while evaluating the documents of the companies, simple explanation
of ethics was used.

6- Also, coding and classification were carried out with 2 other
researchers.

7- In every stage of the research, a relation was connected with expla-
nation of the ethics.

8- All the collected information was put into archive as data for other
researches.

These steps were used for the research in order to increase its interior
reliability and to increase its consistency and balance.

1- Clear and short statements are used while asking for the documents
from the companies. For this reason, a pilot study was carried out
with 16 companies. As a result of this pilot study, some improve-
ments were gained on how to express what is wanted. From the
results the same statements were used on the phone calls.

2- When the research was carried out, there was no special contact with
any of them.

3- The people who are responsible on this subject are contacted in order
to reach the required documents.

4- To be able to make ethics classification, a relation was formed with
the theoretical structure.

5- Classification was made by coding.
6- Direct telephone was used in order to reach the data source. 

To be able to increase the interior validity of the research the following
were carried out:

1- At the end of the research significant results were reached.
2- Limitations of the research were identified.
3- While collecting data for the research, the reply rate was 69.01%,

which made the results significant.

4.2.5. Limitations of the Research

The limitations of the research on the methodology and evaluation are:
1- No any other research on literature was carried on the same subject

using the same methodology.
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2- Two different documents were examined in the research. First one is
named as philosophy group documents, which evaluated companies'
vision, mission explanations or values. The second one is the annual
reports. Philosophy group documents cover companies' lifetime,
whereas annual reports give information only pertaining to year
1998.  

3- When the data collection began, there were some companies that did
not submit their reports.

4- It is impossible to determine the functions of the companies and sub-
titles by the result of the content analysis. There could be some dis-
cussions towards different divisions of the same statements.

4.3. The Findings of the Research

The findings of the research are divided into 3 main groups according to
the aim of research. On the first part, according to the aim of research
demographically characteristics of the companies traded on the ISE were
studied. On the second part, the fields of the statements about ethics were
found. On the third part, the relationship between the companies' demo-
graphic characteristics and ethical statements were analyzed.

4.3.1. The Findings Related with Demographical Characteristics

The followings has been examined during the research for 278 companies
traded on the ISE; their establishment dates, number of staff, their market
value in US $, whether they have ISO 9001-9002 certificates and the
place of industrial firms among the first 500-industrial companies in
Turkey. 

4.3.1.1. Establishment Date

Establishment dates of the companies vary between 1924-1996.
Distribution is implemented in the same way to avoid any missing data.
But to be able make a distinction for the ones incorporated before the
establishment of the ISE, the distinction in Figure 2 is made in order to
point out their differences from their ethical statements.

Accordingly, 201 companies were operating before 1985, 47 of them
started to operate and began to be traded on the ISE after 1985. No infor-
mation was found about the establishment dates of 30 firms.
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Figure 2: Distribution of Companies Traded on the ISE According to

Establishment Date

4.3.1.2. Number of Staff

The number of staff of the firms has been examined to determine their size.
The staff number changes from 4 to 6587. To make it easier to understand,
blocking scale are used which were used by State Institute of Statistics
(SIS). The aim is to understand the differences in understanding ethics when
number of staff changes. As the number of staff increases, especially the eth-
ical statements of human resources are expected to increase.

As can be seen in Figure 3, 12 companies are in between 1-24, 11 has
25-49, 12 has 50-99, 37 has 100-199, 59 has 200-499, 33 has 500-999 and
41 has over 1000. Also the staff number of 73 firms is not known.

Figure 3: Distribution of Companies which Trade on the ISE According to

the Number of Personnel
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4.3.1.3. Market Values

The dollar-based market values of the firms were evaluated for the ones
which trade on the  ISE (Gedik Yat›r›m Borsa Bilgileri, 1999).

The market value of the firms differ from 380.000 $ and 5.423.570.000
$. The blocking system was used again. The evaluation was done with the
real values in order not to miss any data.

Figure 4: Distribution of Companies Traded on the ISE According to Their

Market Values (000)

As it is seen in Figure 4, total number of firms having market values
between 1.000-10.000.000 $ is 63, 139 has 10.000.000-100.000.000 $, 45
has 100.000.001-1.000.000.000.000 $, 11 over 1.000.000.000.001 $.

4.3.1.4. ISO Certificates

The firms were checked for having ISO 9001 or ISO 9002 certificates. As
it is explained below, the written documents about quality control were
needed. These documents put down the firm's every stage of work. So the
firms, which have these documents, are expected to have more ethical
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explanations than the others. In other words, the firms having ISO certifi-
cates are accepted as being aware of ethics.

As it is known, ISO is short writing of 'International Organization for
Standardization'. These quality control standards, ISO 9000, are accepted
worldwide (Bafll›klarla ISO 9000 Kalite Güvence Sistemi, 1998). These
standards define the minimum requirements that are necessary to have an
internationally accepted quality management system.

ISO 9001; quality assurance model about quality systems-
design/develop, production plant and service, 

ISO 9002; quality assurance model about the quality control of pro-
duction, plant and service. As it is seen in Figure 5, these standards
include each other.

Figure 5: Relations of ISO 9001, 9002 and 9003

Source: Ibrahim Kavrako¤lu, Kalite Güvencesi ve ISO 9000, Kalder Pub., 1998.

ISO 9003

ISO 9002

ISO 9001



Table 7: Scopes of ISO 9001, 9002 and 9003

Source: Ibrahim Kavrako¤lu, Kalite Güvencesi ve ISO 9000, Kalder Pub., 1998.

ISO 9001 determines the differences in the quality systems of suppli-
ers (organization which provides a product to the customer) in their abil-
ities to design and provide suitable products (Kavrako¤lu, Kalite
Güvencesi ve ISO 9000, 1998).

As it is seen in Table 7, the only difference between ISO 9001 and ISO
9002 is that ISO 9001 includes design subjects, which are not included in
ISO 9002. So the understanding of the contents of ISO 9001 will help
understanding all the standards.

When the companies are checked whether they have ISO 9001 and
ISO 9002 certificates (TSE, 1999) the following results in Figure 6 were
reached:
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ISO 9001 ISO 9002 ISO 9003

1. MANAGEMENT

Duty of Management * * *
Quality System * * *
Document Control * * *

2. DESIGN * - -
3. PURCHASE * * -
4. PRODUCTION

Process Control * * -
Transportation * * -
Packaging * * -

5. QUALITY CONTROL

Ability to be Followed * * *
Examining and Testing * * *
Quality Records * * *
Control of Deceived Products * * *
Correction Annual * * -
Education * * *
Statistical Techniques * * *

6. SERVICE * * -



Figure 6: Number of Companies Having ISO Certificates

According to these, out of 278 companies, 33 companies had ISO 9001
certificates, 51 companies had ISO 9002 certificates. There are 26 com-
panies that had both. So a total of 58 have ISO certificates. But 196 of the
companies have no ISO certificate at all.

4.3.2. Companies' Statements in the Context of Ethics

The official and written documents of the firms traded on the ISE, about
ethics are considered under the framework of five business functions men-
tioned before. These were: management, production, marketing, finance,
human resources and environment. Accounting function is not included
since independent people who are specialized on this subject check them.

The distribution of ethical statements associated with philosophical
group documents and annual reports are given in Table 8 according to the
7 fields considered. The frequency of the firms in the financial function of
philosophy group is 49 and 5 in annual report, 54 as a total, in the pro-
duction function of philosophy group it is 49, 29 in annual report having
as a total 78, in the marketing function of philosophy it is 62, 25 in annu-
al, as a total 87, 66 in human resources of philosophy group, 30 being on
annual report as a total 99, in environment function of philosophy group
30, 10 on annual report as a total 40, 54 in managerial function of philos-
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ophy group, 17 annual report as a total of 71 and for the managerial func-
tion for philosophy group 60, 26 in annual report, and 86 as a total. 

Table 8: Distribution of Ethical Statements According to their Document

Types

4.3.2.1. Findings about Production Function

The ethical statements of the firms traded on the ISE are evaluated in 3
categories:

1. Quality in production
2. No-loss and zero mistake production
3. Product Safety or reliable products
In the classification made as it is shown in Table 9, 73 (%38.0) in high

quality production, 15 (%7.8) in no-loss production, and 14 (%7.3) in reli-
ability for the product have been observed. It was seen that 114 compa-
nies (%59.4) did not  make any statements.

Table 9: Distribution of Ethical Statements According to the Fields in

Production Management
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Frequency of Number of

BUSINESS FUNCTION Documents in Annual

Philosophy Group Report

Environment 30 10
Finance 49 5
Management

(Organizational Principles)
54 17

Management (Towards Public) 60 26
Production 49 29
Marketing 62 25
Human Resources 66 30

ETHICS FIELDS Statement (%)
No

(%)
Statement

High Quality Production 73 38.0 119 62.0
No-Loss Production 15 7.8 177 92.2
Product Reliability 14 7.3 178 92.7



4.3.2.1.1. Quality in Production

Especially in recent years 'high quality products' became a very popular
slogan in our country. In general, it is possible to measure the quality of
the products by the degree of consumer satisfaction. In the fast develop-
ing and competitive business world, production according to satisfaction
needs and wishes of the customers, is one of the main concepts in busi-
ness strategies that cannot be abandoned. Therefore, the term of "high
quality product" is naturally used.

When the philosophy group documents of the firms are analyzed, 46
(%54.76) firms are observed which gave statements about quality of their
products. These statements are found in Table 10 and 11. Out of 73 firms
that had statements, 18 (%24.6) of them are service and 55 (%75.34) of
them are industry sectors.

In the service sectors, as it is seen in Table 10, 6 (%42.8) in each, in
providing the "best service quality" and aiming to give a "high service
quality" were observed, the others are "assume quality as one of the com-
pulsory duties", "trying to reach better quality in service" and "having a
high quality service philosophy" is observed as 2. 

Table 10: Statements About High Quality Production in Service Sectors

To serve the quality and its continuous improvement is the ethical
responsibility of the firms. The firms, which made these statements, have
expressed their principles and they want to carry on their activities in this
way. What is asked from the firms is to put forward these ethical state-
ments. Official and written statements provide the control of the firms by
the environment and make the control easier.

When the industrial firms are analyzed, 24 (%43.7) firms mention
'making high quality production', and 9 (%16.4) firms mention "not to
sacrifice anything from quality". The others mentioned, "to produce in
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ETHICAL STATEMENTS Number of Firms %

• Offering the Best Service Quality 6 42.8
• High Service Quality 6 42.8
• Assuming Quality as One of the 

Compulsory Duties
2 11.1

• Trying to Reach Better Quality in Service 2 11.1
• Having a High Quality Service Philosophy 2 11.1

TOTAL 18 100.0



world quality", "producing products in high standards" and "protecting
the high quality standards".

Table 11: Statements About High Quality Production in Industrial Firms

Different statements can be found which could be identical with high
quality products statements. These firms are the ones, which aim to com-
pletely satisfy the customer needs as quick as possible and try to be in
search for high quality new products.

4.3.2.1.2. No-Loss/Zero Mistake Production

The third subject considered under production ethics is no-loss or zero
mistake production. The capital, as it is the main asset of the companies
and the national economy, it has to be protected and developed under the
responsibility of the companies (Tosun, 1990). So these resources have to
be used efficiently. Therefore the subject is taken under ethics. 

When the statements made by the firms traded on the ISE are consid-
ered in Table 12, 13 firms (%86.7) had explanations about 'Zero Mistake'
production.

Table 12: Statements About No-loss/Zero Mistake Production

On this subject, 15 firms have explanations in which 10 were in phi-
losophy  group and 5 in annual reports. Also an important number of these
firms (13; %86.7) are in the industry sector. The no-loss production is
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ETHICAL STATEMENTS Number of Firms %

• Making High Quality Production 24 43.7
• Not to Sacrifice Anything From Quality 9 16.4
• Production in World Quality Standards 5 9.1
• Production in High Quality Standards 3 5.4
• Protecting their High Quality Standards 3 5.4
• Other 11 20.0

TOTAL 55 100.0

ETHICAL STATEMENTS Number of Firms (%)

• No-Loss Production 13 86.7
• Zero Mistake Production 2 13.3

TOTAL 15 100.0



mentioned in 13 industrial firms. The statement is expressed as wasting no
time and resource in production. In general, zero mistake covers the sub-
jects on discovering the errors, their reason to evolve and ways to prevent
them. 

About this subject, one firm's handbook titled "Organization Culture",
gives the principles which divert the firm's actions. Among these princi-
ples, no-loss and zero mistake production are stated and these explana-
tions are made: 

Zero-mistake production: To have zero mistake production with the
understanding of high-quality production.

No-loss production: To bring the "resource usage", "time" and
"resource" loss to zero.         

4.3.2.1.3. Reliability of Product

The second subject under ethics is reliability of products. Providing reli-
able and healthy products is very important for companies and their con-
sumers. There are various legal laws for this subject.

In the study we see only 14 companies, which mentioned this subject;
6 of which under philosophy group documents. The statements and their
corresponding frequencies on this subject are: 'Producing reliable prod-
uct/service' 5 (%35.8) 'hygienic products' 4 (%28.6) 'production in high
hygienic standards' 2 (%14.2) firms.

Table 13: Statements About Reliability of Product

To provide hygiene and produce hygienic products is a very sensitive
subject. This subject is not only considered for the food industry. Every
company has to obey it. It has legal and ethical aspects. In the research,
14 companies are found under this subject. In 11 companies that are in the
food sector of the ISE, 4 of them have written documents.  
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ETHICAL STATEMENTS Number of Firms (%)

• Producing Reliable Good / Service 5 35.8
• Hygienic Products 4 28.6
• Production in High Hygienic Conditions 2 14.2
• Other 3 21.4

TOTAL 14 100.0



4.3.2.2. Findings Related with Marketing Function 

The findings about the marketing function are divided into 4:
1. Customer satisfaction,
2. Service after sale and distribution,
3. Communication
4. Consciousness of Consumer. 

Table 14. Distribution of Ethical Statements According to the Fields in

Marketing Function

According to the classification made according to the fields where
those companies made explanations, 66 (%34.4) companies had state-
ments for customer satisfaction, 24 (%12.5) companies on communica-
tion with consumer, 16 (%8.3) companies on consciousness of consumers,
and 13 (%6.8) companies on service after sale. 70 of those companies,
which sent documents for the research, did not include any statement
about marketing.

4.3.2.2.1. Customer Satisfaction

'Customer Satisfaction' term, which are found in marketing function state-
ments, are generally used with the word 'high quality products.' As a
meaning, these statements are very similar and most of the time they are
used together. To test this hypothesis; chi-square test is used and as it is
seen in Table 15, at %95 level of significance it gave significant results.
In a wider explanation, high quality production and customer satisfaction
had a significant relationship. The document, which includes a statement
about high quality production mentions about customer satisfaction as
well.

41
Business Ethics and a Research for Ethics Cultures of the Companies Traded
on the Istanbul Stock Exchange

ETHIC FIELDS Statement (%) No Statement (%)

Customer Satisfaction 66 34.4 126 65.6
Communication with

Consumer 24 12.5 168 87.5
Consciousness of

Consumer 16 8.3 176 91.7
Service After

Distribution and Sale 13 6.8 179 93.2



Table 15: Distribution of Statements About Customer Satisfaction

According to the Statements on High Quality Production

Mostly these two expressions are used together and sometimes they
are used with several other words as well. But there are no different
approaches found in the meaning towards industry and service sectors. In
addition, 46 (%32.2) industrial companies out of 143 and 20 (%40.8) ser-
vice companies out of 49 make statements about customer satisfaction. In
general from the 35 companies which said "we had no written documents"
2 of their explanations from head offices are taken into attention, so 93
companies which sent documents did not mention about customer satis-
faction. The expressions with the same contents with customer satisfac-
tion are given on Table 16. 28 (%42.4) companies used 'customer is our
main blessing' and 21 (%31.8) used 'customer satisfaction' expression.

Table 16: Statements About Customer Satisfaction

Also, the expressions about customer satisfaction are found under
philosophical group documents. 47 (%56.0) out of 84 in philosophical
documents and 17 (%23.3) out of 73 annual reports made statements
about customer satisfaction. In other words customer satisfaction comes
before the companies' vision, mission and values.  
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ETHICAL STATEMENTS Number of Firms (%)

• ‘Customer is Our Main Blessing’ 28 42.4
• Customer Satisfaction 21 31.8
• Customer Orientation 12 18.2
• Customer Satisfaction With No Conditions 4 6.1
• Giving Priority to Consumer Needs 1 1.5

TOTAL 66 100.0

ETHICAL STATEMENTS Customer Satisfaction Total 

High Quality Production No Yes Number of Firms

No 90 29 119
Yes 36 37 73
TOTAL 126 66 192

p =     ≤ 0.05  % 95 sd.1



4.3.2.2.2.  Communication with Consumer

Doubtlessly, communication with the consumers is one of the main func-
tions of modern marketing. The companies, which have explanations on
behavior principles and direct their facilities accordingly, are considered
to have ethical statements. The subject taken under business ethics is
found on document under different expressions. On 'communication with
the consumers' related documents 21 (%87.5) are found in philosophy
group and 3 in annual reports. 133 (%79.2) documents did not mention the
subject.

The 'communication with consumer' differs in industry and service
sectors. 17 (%11.9) companies out of 143 industry companies and 7
(%14.3) out of 49-service sector companies have statements about the
subject when the research is implemented. The approaches can be seen in
Table 17. Accordingly, mostly used explanations are 'continuous and
mutual interaction with the customers' with 11 (%45.5), 'having agree-
ments, cooperation, solidarity', with 9 (%37.5) firms.

Table 17: Statements About Communication with Customers

4.3.2.2.3. Consciousness of Consumers

It is an important problem to make the consumers conscious about their
rights on the product they buy, or the ones they want to buy. Making the
consumers informed on the subject or educate them is under the responsi-
bilities of the companies. Information about the product or service has to
be easily accessible by the consumers. The distance to reach this infor-
mation should not be away from the distance of the product and service
for the consumer. To provide this, is the responsibility of the related com-
panies.

On this subject, as it can be seen in Table 18, 16 companies are found.
12 (%75) of these are in philosophy group and 4 in annual reports.
Sectoral distribution of companies does not show a significant pile up.  
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ETHICAL STATEMENTS Number of Firms (%)

• Mutual and Continuous Interaction 11 45.8
• Agreement, Cooperation and Solidarity With Customers 9 37.5
• Sensitivity to Customers 3 12.5
• Long-Term Relations With Customers 1 4.2

TOTAL 24 100.0



Table 18: Statements About Customer Consciousness

4.3.2.2.4. Service After Distribution and Sale

Distribution system is related with the product, which was demanded by
the consumer to be in the place the consumer wants, at the time and in right
amount. Service after sale in general covers the service given after the
product was purchased. These two subjects are analyzed under one title.

When the documents in hand are analyzed; there are 7 explanations on
distribution system and 8 on service after sales. Three has given informa-
tion about both. Statements are shown in Table 19. Expressions on 'giving
importance to service after sale 5, 'providing customer high quality ser-
vice after sale' 4, '24 hours network of service' 2, and 'solving the prob-
lems of the customers in the shortest time period' is mentioned by 2 com-
panies.

Table 19: Statements About Service After Distribution and Sale

From the total of 13 companies; 3 are in services and 10 are in indus-
try sectors. The subject is only taken into account in annual reports and
cannot be seen in vision, mission or in any other explanations.  

4.3.2.3. Findings Related with Finance Function 

The companies traded on the ISE, are classified in 3 categories on ethical
statements in the context of finance function. These are:
• Being honest and fair to shareholders 
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ETHICAL STATEMENTS Number of Firms (%)

• Giving Importance to Service After Sale 5 38.5
• Providing Customer High Quality Service After Sale 4 30.7
• Creating 24 Hour Network of Service 2 15.4
• Solving Customer Problems in a Short Time Period 2 15.4

TOTAL 13 100.0

ETHICAL STATEMENTS Number of Firms (%)

• Importance for Protection/
Consciousness of Customer

11 68.8

• Protecting Consumer Rights 4 25.0
• Engaging in Vendor Education Activities 1 6.2

TOTAL 16 100.0



• Providing profit to the shareholders  
• Low cost/ efficient production

According to the classification, 50 (26%)on providing profit to the
shareholders, 8 (4.2%) on being honest and fair and 12 (6.3%) of the com-
panies on efficient and low cost. The distribution can be seen in Table 20.

Table 20: Distribution of Ethical Statements About the Fields in Financing

Function

4.3.2.3.1. Providing Profit to Shareholders

As it is mentioned before, the aim of the financial administrations is to
provide reliability and profitability so provide the continuity of the com-
pany. The subject is evaluated under financial function.

Companies and managers have responsibilities for their shareholders.
First of all, providing profit is the most important function. This is a sen-
sitive subject for the companies traded on the stock exchange. Providing
profit to the capital owners (shareholders) is an ethical work. The related
expressions used for this action are given in Table 21. These are; "making
profit" 33 (66%), "providing a satisfactory and continuous profit for the
partners" 12 (24%), "providing the highest level of profit to the partners"
2, "increasing the value of shares of partners" 2 (4%), "taking precautions
for the continuity of benefits of partners" 1, that companies had mentioned.

Table 21: Statements About Provision of Profit for Shareholders
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ETHICS FIELDS Statement (%) No (%)
Statement

Provide Profit for
Shareholders

50 26.0 142 74.0

Effective/Low Cost 12 6.3 180 93.7
Being Honest and Fair
to Shareholders

8 4.2 184 95.8

ETHICAL STATEMENTS Number of Firms (%)

• Making Profit 33 66.0
• Regular and Satisfactory Profit for Partners 12 24.0
• Providing Highest Possible Profit for Partners 2 4.0
• Increasing the Values of Shares of Partners 2 4.0
• Taking Precautions for the Continuity of Benefits of Partners 1 2.0

TOTAL 50 100.0



The above expressions are the most frequently mentioned subjects in
the companies traded on the ISE. 38 from industry sector, 12 from service
sector as a total of 50 companies have promises for providing profit for its
partners. The importance of the subject can be understood by the presen-
tation of it in vision, mission and values. From 45 philosophy documents
out of 84, "continuous and satisfying profit" is given in different ways.  

4.3.2.3.2. Efficient/Low Cost Production

One of the ways to gain more profit is to produce by lowering costs.
Lower cost needs a careful control of expenditure on production. The cost
structure of the product or service is important both for the consumers for
their buying ability and for the companies and shareholders for profit.
Ethical expressions on product and service costs are shown in Table 22.
The frequency distributions of these are such; "easily buyable products"
6, "lowering the provision cost" 4, "efficient cost" 2. There are 12 com-
panies that show interest to this subject. 9 of these are from industry and
3 from service sector. There are 11 sub sectors involved. So a sectoral pile
up is not observed. Cost structure is mentioned in 10 philosophical group
documents and 2 companies in annual report. The subject is usually men-
tioned in mission, vision or in value statements.

Table 22: Statements About Efficient and Low Cost Production

4.3.2.3.3. Being Honest and Fair to Shareholders

Providing continuous and efficient profit is enough for partners of the
companies. Another subject, pointed out in the documents is "being hon-
est and fair to the partners". Being honest and fair include ethical princi-
ples and it is explained in Table 23: 3 companies answered, "protecting the
rights of the shareholders" and "to be trustable for shareholders", and 2
answered "Making fair payments to shareholders". 
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ETHICAL STATEMENTS Number of Firms (%)

• Easily Buyable Products 6 50.0
• Lowering Provision Costs 4 33.4
• Effective Cost 2 16.6

TOTAL 12 100.0



Table 23: Statements About Being Honest and Fair to Shareholders

4.3.2.4. Findings on Human Resources Function

Companies traded on the ISE have explanations on this subject under 9
titles:

1. Giving importance to the employees
2. Creating happy and healthy environment
3. Education of employees
4. Satisfaction of employees 
5. Communication with the employees
6. Career opportunities of employees
7. Financial opportunities for employees
8. Cooperation between employees  
9. Union relations

The dimensions of human resources come forward in detail and are
one of the most frequently mentioned subjects by many companies. As it
is seen in Table 24, majority of the companies give importance to employ-
ees 60, creation of happy and healthy environment 52, education of the
employees 44, satisfaction of the needs for the employees 36, communi-
cation with employees 28, carrier opportunities 17, the employees' finan-
cial opportunity 13, cooperation between employees 12, and 11 from
related with unions.
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ETHICAL STATEMENTS Number of Firms (%)

•  Protecting the Rights of Shareholders 3 37.5
•  Being Trustable for Shareholders 3 37.5
•  Making Fair Payments to Shareholders 2 25.0

TOTAL 8 100.0



Table 24: Distribution of Ethical Statements According to the Fields in

Human Resources

4.3.2.4.1. Giving Importance to the Employees

The subject of 'giving importance to the employees' is the most frequent-
ly used subject. Companies in their written official documents take the
subject in a different way. As it is seen from Table 25, the mostly used one
is the one who gives importance to the employees/human resources and
be sensitive to the employees. 17 companies mentioned "giving impor-
tance to employees" and 11 companies mentioned, "to be sensitive to
employees". 50 of 83 are found in the philosophical group documents. In
other words, 50 companies among its vision, mission or values give
importance to the employees. 10 companies mentioned about the subject
in annual reports. Also, it is seen that the subject is more important for the
service companies. 18 out of 49 service companies and 42 out of 143 ser-
vice companies mention that they are sensitive to their employees. All the
sectors in the tourism and brewery, 6 food, 5 automotive, 4 holding com-
panies, 3 bank and 3 textile sectors have statements about the subject.  
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ETHICS FIELDS Statement (%) No (%)
Statement

Giving Importance to the Employees 60 31.3 132 68.7
Creating Happy and Healthy Environment 52 27.1 140 72.9
Education of Employees 44 22.9 148 77.1
Satisfaction of Employees 36 18.8 156 81.2
Communication With the Emloyees 28 14.6 164 85.4
Career Opportunities of Emloyees 17 8.9 175 91.1
Financial Opportunities For Emloyees 13 6.8 179 93.2
Cooperation Between Emloyees 12 6.3 180 93.7
Union Relations 11 5.7 181 94.3



Table 25: Statements About Giving Importance to Employees

4.3.2.4.2. Creating Happy and Healthy Environment

The characteristics of the environment in which the personnel work is
very important for the employees besides giving importance to them. To
create happy and healthy environment for employees is under the compa-
nies' responsibilities; to provide a hygienic, clean, warm and light atmos-
phere is a sensitive subject, which affects the employees. These things
have to be arranged in such a way that they should not bring any negative
things to employees' motivations. These are all ethical. 52 companies had
statements about the subject, which are shown on Table 26.  

Table 26: Statements About Creating a Happy and a Healthy Environment
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ETHICAL STATEMENTS Number of Firms (%)

• Appreciating Employees / Human Resources 17 28.4
• Being Sensitive to Employees 11 18.3
• Showing Respect and Love to Employees 8 13.3
• Assuming Human Resources as the Most Important Capital 8 13.3
• “At Each Level Staff is Our Asset” Approach 6 10.0
• Behaving Honest and Respectful to the Personnel 4 6.7
• Assuming Human Resources as the Most Important Power 4 6.7
• Other 2 3.3

TOTAL 60 100.0

ETHICAL STATEMENTS Number of Firms (%)

• Importance of Staff Happiness 12 23.1
• Providing Staff the Best

Environment for Efficient Work
9 17.3

• Making Personnel Happy 7 13.5
• Creating a Reliable and a Untroubled Environment

for the Staff
6 11.5

• Philosophy; Working Happy 5 9.6
• Customer Happiness Passing Through Staff Happiness 5 9.6
• Assuming Staff Happiness as a Tool for Efficiency 4 7.7
• Other 4 7.7

TOTAL 52 100.0



4.3.2.4.3. Education of Employees

Education of individuals is not limited by compulsory education. The
employees' education in which they gain from work experience, not only
provides benefit for himself and the company but also to the public. This
provision is accepted as an ethical concept.

The distribution among the companies which had statements on this
subject are given on Table 27: " Applying intensive education programs
for the staff" 8, "giving one of the most important interests to education"
6, etc.

Table 27: Statements About Employees' Education

There is a significant result coming from the distribution of ethical
explanations on education in industry and service sectors. Education is
more important in service sectors. As a continuation to the factors men-
tioned above, human is important and education of human is also impor-
tant in these sectors. As it is seen in Figure 7, 18 (%36.7) from total of 49
service companies and 26 (%18.2) out of 143 industry companies give
importance to the education of employees and mention the subject in their
reports.
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ETHICAL STATEMENTS Number of Firms (%)

• Applying Intensive Education Programs for the Staff 8 18.2
• Giving One of the Most Important Interests to Education 6 13.6
• Priority in Staff Education and Development 6 13.6
• Staff Enriched With Education 5 11.5
• Personnel Renewing Themselves Regularly 5 11.5
• Connecting Personnel Information, Skills and

Faithfulness with Education
3 6.8

• An Approach Inviting Own to Renew Continuously 2 4.5
• Definition of the Sector as a Scholl 2 4.5
• Being an Institution which Provides Education 2 4.5
• Other 5 11.3

TOTAL 44 100.0



Figure 7. Distribution of Statements of the Firms About Personnel

Education According to their Sectors

4.3.2.4.4. Satisfaction of Employees

As mentioned before, companies have responsibilities in 3 dimensions.
These are towards the employees, public and consumers. As mentioned in
consumers' part, companies have to take into account the satisfaction of
employees. These actions are among the companies' responsibilities. So it
is within the context of ethics. 

The statements of the companies traded on the ISE towards the
employee satisfaction in their written and official statements are given in
Table 28: The mostly used statement is in "satisfying the employees" by
21 (%58.3) companies. 36 (%18.8) companies out of 192 included satis-
faction of its employees in their documents. 23 of these are in industry, 13
in service sectors. 28 companies mention the subject in philosophy group
documents.  
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Table 28: Statements About Employee Satisfaction

4.3.2.4.5. Communication with Employees

Communicating with the employees is the base of the strategies and poli-
cies towards human resources for the administration. For companies, to
give importance to communication as a principle is an ethical concept.
But together with this when the relations with the employees are not taken
into consideration as a strategy of a company, it will be an important
obstacle on reaching the targets of the companies.

Related sentences with the subject are seen on Table 29. The most
repeated sentences are "giving importance to inter-communication" (8;
%28.6),  "creating an open, net, contributing and two sided communica-
tion" (7; %17.9), "using honest and clear communication" (5; %17.9). 28
subjects are given importance to the subject. 21 of them are from industry
and 7 from services companies. When the sub sectors are studied, 4 sec-
tors from brewery and automotive give importance to communication.
The others are from different sectors. Distribution rate is about 14.5%,
which is the same. 22 companies explain the subject in the mission, vision
or value, 6 in their annual reports.  

Table 29: Statements About the Communication with Employees

52 Ali Hal›c›

ETHICAL STATEMENTS Number of Firms (%)

• Satisfying Employees 21 58.3
• Increasing Employees Satisfaction 5 13.9
• Providing and Increasing Employees Satisfaction 3 8.3
• Being The Best in Employees Satisfaction 2 5.6
• Harmony of Institution Target with Worker Targets 2 5.6
• Other 3 8.3

TOTAL 36 100.0

ETHICAL STATEMENTS Number of Firms (%)

• Giving Importance to Inter-Communication 8 28.6
• Creating an Open, Net, Participate and Two Sided Communication 7 25.0
• Using Honest and Clear Communication 5 17.9
• Showing an instant Agreement and Cooperation with Employees 4 14.3
• Having good Information about Employees 2 7.1
• Providing Perfect Information 2 7.1

TOTAL 28 100.0



4.3.2.4.6. Career Opportunities for Employees

Career is something, which affects the employees not only in business life
but also in their whole life. So both individuals and companies have
responsibilities on the subject. The statements about the career of the
employees are important in business ethics.

The related explanations on the subject done by the companies are;
"providing employees equal opportunities in career", "authorizing", "pro-
viding career opportunities for the employees" and "encouraging to have
a career". The most popular statement is the first one, which is mentioned
above. The general distribution is given in Table 30. The subject is stated
by 17 companies of which 11 operate in the industrial sector and 6 in the
services sectors. All of them provide this information in their philosophi-
cal group documents.

Table 30: Statements About Career Opportunities of Employees

4.3.2.4.7. Financial Ability (Monetary Power) of Employees

Financial ability of the employees is a very sensitive subject in the coun-
tries where the income is not fairly distributed and inflation is high. The
subject is important for the developing countries that experiences these.
The principles of the work owners towards the provision of financial
opportunities to their employees are evaluated under ethics. The
approaches on the subject are given below. 4 companies (%30.7) use the
first statement given in Table 31 and the rest is put forward by 3 (%23.1)
companies. As can be seen from Table 31, 13 firms mentioned these
approaches. 7 of them are from service and 8 from industry sector.
Significantly the subject is more often analyzed in services sector. 
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ETHICAL STATEMENTS Number of Firms (%)

• Providing fair Career Opportunities for Employees 7 41.2
• Authorization 4 23.5
• Providing Career Opportunities for Employees 4 23.5
• Encouraging to have Career 2 11.8

TOTAL 17 100.0



Table 31: Statements about Monetary Ability of Employees

4.3.2.4.8. Cooperation Between Employees

To provide and improve cooperation between the employees is under the
responsibilities of management. Explanations on the subject can be seen
in Table 32. According to the Table, there are 7 firms (%58.3) for "sup-
porting and focusing on cooperation" which is the most frequent one; 2
(%16.7) for "being respectful to the colloquies"; 2 for "attracting team
spirit"; and 1 for "belief in cooperation". In this statement, the total num-
ber of firms is 12 and 11 of them are industrial firms and 1 is a company
in the services sector.

Table 32: Statements About the Cooperation Among Employees

4.3.2.4.9. Union Relations

The explanations on the subject of union relations can be seen in 3 differ-
ent organizations. One of them says that it is a raising effort to provide
peace in work. Another one, in its annual reports, says that common com-
pany contracts will be prepared as to be beneficial for the employees. On
the other hand, another one says that the importance given to the union
relations is something, which have to be taken into account. In 3 state-
ments, there are ethical dimensions. Companies with these statements
show their own principles.
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ETHICAL STATEMENTS Number of Firms (%)

• Harmony of Employees’ Monetary Targets with Company Targets 4 30.7
• Monetary Opportunities As Much As Market Conditions 3 23.1
• Making Important Increases in Wages 3 23.1
• Motivating Personnel with Profit 3 23.1

TOTAL 13 100.0

ETHICAL STATEMENTS Number of Firms (%)

• Supporting and Focusing on Cooperation 7 58.3
• Being Respectful to the Colloquies 2 16.7
• Attracting Team Spirit 2 16.7
• Belief in Cooperation 1 8.3

TOTAL 12 100.0



4.3.2.5. Findings about Environmental Protection

The firms traded on the ISE have 3 ethical approaches on the subject.
Even though the heading of environment and nature protection covers
other approaches, it argues the requirement of the subjects which needs to
be taken by the firms. These are;
• The protection of environment and the nature
• Recycle 
• Improving consciousness about the environment

When the statements are analyzed, as can be seen in Table 33, there are
39 firms (%20.3) supporting "protecting environment/nature", 4 (%2.1)
supporting recycle, and 4 (%2.1) on "improving consciousness about the
environment". Recycling subject is generally related with industry sector
so 143 industrial firms have been selected in the evaluation.

Table 33: Distribution of Ethical Statements According to Environment

Protection

4.3.2.5.1. Protecting Environment and Nature

The statements on this subject are; "respect for the environment", "pro-
ducing in an environment which are respectful to human and environ-
ment", having an environment protection program", "better protection of
nature, a green environment". The sequence of the use of the statements
is given in Table 34. As can be seen, the most frequent ones are the first
and the second; "respect to the environment" and "producing in the envi-
ronment which are respectful to human and environment" with 11 firms
(%28.2) for each. There are totally 39 firms, which mentioned the subject.
33 of them are in industry sector and 6 in services sector. It is more pop-
ular in industry sector. When the distributions in the sub-sectors are ana-
lyzed, it can be seen that 5 of these firms are on textile, 4 in brewery, 3 in
iron-steel and 3 in automotive sectors.
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ETHICS FIELDS Statement (%) No (%)
Statement

Protecting Nature/Environment 39 20.3 153 79.7
Recycling 4 2.8 139 97.2
Increasing Environmental
Consciousness

4 2.1 188 97.9



Table 34: Statements About the Protection of Nature and Environment

The firms mentioned the subject in their vision, mission or value
explanations. 30 companies had  (%35.7) these information found under
philosophical documents and 9 (%12.3) in annual reports.

4.3.2.5.2. Recycle

4 companies had made explanations on the subject. Recycle is a subject
related with industry sector so 4 out of 143 industrial companies have
considered the subject. One of the firms states that it uses waste paper as
recycle. Another one under its environment title, states that it preserves
global resources, uses efficient recycle techniques and minimizes waste.
Another one in its annual report states that it uses Europe's biggest plastic
bottle factory. 

4.3.2.5.3. Improving the Consciousness About Environment

Companies in addition to protecting the environment and nature or recy-
cling, have to support facilities to improve the consciousness of society on
this subject. There are 4 companies who had put forward these approach-
es. They say that consciousness of environment is a power supply, which
shapes the future from today and they have some efforts to improve
employees', families' and public consciousness on environment.

4.3.2.6. Findings on General Cooperation Principles

As mentioned before, the statements found in management function Table
are divided into two titles of which are "general organizational principles"
and "public approaches". The general organizational principles have 7
statements:

1. Having moral values
2. Transparency
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ETHICAL STATEMENTS Number of Firms (%)

• Respect for Environment 11 28.2
• Producing in such an Environments that are Respectful

to Human and Environment
11 28.2

• Having a Environment Protection Program 2 5.2
• Better Protection of Environment, a Green Environment 2 5.2
• Other 13 33.2

TOTAL 39 100.0



3. Honesty
4. Respect for human
5. Trustworthiness
6. Prestige
7. Strength in principles
These statements made by the firms can be seen in Table 35. According

to the Table, 35 firms (%18.2) have been found on the first, 28 (%14.6) on
the second, 22 (%11.5) on the third, 21 (%10.9) on the forth, and others. 

Table 35: Distribution of Ethical Principles According to General

Organizational Principles 

4.3.2.6.1. Having Moral Values

The statements which are related to the subject are: "Behaving
Accordingly to the principles of Business Ethics " 11 (%31.4), "Business
Ethics Principles Being a Base for Company Life " 4 (%11.4), and 3
(%8.6) in "having ethical values" and "behavior under business ethics
rules". The distribution is given in Table 36.

As can be seen from the Table a total of 35 firms made statements on
the subject. 26 of them are from industry and 9 from service sector. The
sub sectors are found 3 in manure, 4 in food, 3 in retail, 2 in painting and
3 in holding companies. Therefore, a significant sectoral intensification do
not exist.
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ETHICS FIELDS Statement (%) No (%)
Statement

• Having Moral Values 35 18.2 157 81.8
• Transparency 28 14.6 164 85.4
• Honesty 22 11.5 170 88.5
• Respecting for Human 21 10.9 171 89.1
• Trust 20 10.4 172 89.6
• Respectfulness 12 6.3 180 93.7
• Strength in Principles 9 4.7 183 95.3



Table 36: Statements on Having Moral Values

4.3.2.6.2. Transparency

Transparency is generally related with communication. The approaches
on the subject can be seen in Table 37. According to the Table, 18 (%64.3)
on "creating a transparent environment", 6 (%21.4) on "being transparent
in administration", and 2 (%7.1) on "being transparent to shareholders,
employees, partners" and "being a transparent and open institution to
media" have been obtained.

Table 37: Statements About Transparency

The total of 28 companies had mentioned "transparency" in their doc-
uments, 21 (%14.3) of them are found in industry and 7 (%14.7) in ser-
vice sectors. The sub sectors are 3 in cement, 3 in weaving and 3 in brew-
ery. 21 of them are found in philosophical and 7 in annual reports.  

4.3.2.6.3. Honesty

Ethical behavior in general includes being honest and sincere with other
people. People's life must be built on honesty. Honesty is a wide subject
and generally relays on people keeping their promises. The statements on
the subject can be found in Table 38. The most frequently used statement
is "being honest" with 6 (%27.3) observations, after comes; "following the
honest work principles" 5 (%22.7), "being honest to shareholders" 3,
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ETHICAL STATEMENTS Number of Firms (%)

• Behaving Accordingly to the Principles of Business Ethics 19 54.3
• Business Ethics Principles Being A Base for Company Life 4 11.4
• Having Ethical Values 3 8.6
• Behaving Under Business Ethics Rules 3 8.6
• Other 6 17.1

TOTAL 35 100.0

ETHICAL STATEMENTS Number of Firms (%)

• Creating a Transparent Environment 18 64.3
• Being Transparent in Management 6 21.5
• Being Transparent to Shareholders, Employees & Partners 2 7.1
• Being a Transparent and Open Institution to Media 2 7.1

TOTAL 28 100.0



"never giving up from honest behavior principle" 3 (%13.6) and etc. As a
total of 22 firms mentioned the subject, 16 of them are in industry and 6
in the service sector. Sub sectoral distribution does not have a significant
distribution. 21 mentioned in philosophy and 1 in annual report. In other
words, the concept is found especially in vision, mission and values. Only
one firm mentioned its targets in its annual reports as "quality, customer
satisfaction, honesty and open to new innovations"

Table 38: Statements on Honesty

4.3.2.6.4. Respect to Individuals

Statements about the subject include: "being respectful to the society",
"Respecting Human Under Management Comprehension", "protecting
human rights", "loving individuals" and "giving priority to human and
knowledge". As can be seen in Table 39, the observations obtained in
these categories are 7, 4, 3, 2, and 2, respectively.

Table 39: Statements on Respect to Individuals

21 firms have made comments on the subject; 14 of them are from the
industry sector and 7 from the services sector. 4 of the service firms are
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ETHICAL STATEMENTS Number of Firms (%)

• Being Honest 6 27.3
• Being respectful to the Society 5 22.7
• Being Honest to Shareholders 3 13.6
• Never Giving up Honest Behavior Principles 3 13.6
• No Sacrifice from Honesty 2 9.2
• Other 3 13.6

TOTAL 22 100.0

ETHICAL STATEMENTS Number of Firms (%)

• Being Respectful to the Society 7 33.3
• Respecting Human Under Management Comprehension 4 19.1
• Protecting Human Rights 3 14.3
• Loving Individuals 2 9.5
• Giving Priority to Human and Knowledge 2 9.5
• Other 3 14.3

TOTAL 21 100.0



holding companies. The subject is mentioned more frequently in service
sector philosophy documents. 16 of these firms mentioned the subject in
philosophical documents and 5 of them in annual reports. 

4.3.2.6.5. Trustworthiness

Trustworthiness is one of the main values of the ISE. Lack of trust will
narrow the limits in trade therefore it is one of the main ethical principles
and very important feature in global world. 

Being "trustworthy" is expressed in such sentences: "Cooperation with
the entire environment based on trust", "being trustworthy", "Creating a
reliable environment", "A stable and a reliable growth", "never give up
from trust principles".

As it can be seen from the Table 40 the mostly used statement is the
first one 8 (%40.0) out of 20 had used it.

Table 40: Statements on Trustworthiness

16 (%11.2) of the companies are found in the industry and 4 (%8.2) in
the services sector. 17 give information on the subject in philosophical
documents.

4.3.2.6.6. Respect 

The term indicates companies that they must be respectful to individuals
in addition to make an effort to gain respect too. The approaches on the
subject are given below. These are "being respectful to yourself", "being
a respected institution", "adopting prestige principle", "being among the
most respected companies" and "represent the respect". 4 (%33.3) com-
panies mentioned the first statement, 2 (%16.7) firms in each mentioned
"being a respectful company" and "represent the respect". The distribution
is given in Table 41.
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ETHICAL STATEMENTS Number of Firms (%)

• Cooperation with the Entire Environment Based on Trust 8 40.0
• Being Trustworthy 5 25.0
• Creating a Reliable Environment 3 15.0
• A Stable and a Reliable Growth 2 10.0
• Other 2 10.0

TOTAL 20 100.0



Table 41: Statements on Prestige

There are 12 companies, which had statements on the subject; 8 (%5.6)
from the industry sector and 4 (%8.2) from the services sector. 5 textile
companies and 3 holding companies mentioned the subject. Equal distri-
butions (6) are found in document types. 

4.3.2.6.7. Strength in Principles

In general, "strong principles" expresses clear and continuous, in other
words inevitable principles. 5 from the industry and 4 from the services
sectors; as a total of 9 companies had statements on the subject. 

4.3.2.7. Findings Related with Public Approach

The statement on "public approach" shows the responsibilities of the com-
panies, which trade on the ISE to the public. These statements are evalu-
ated under ethics and divided into 6 parts. These are: 

1- Contribution to the society
2- Social and cultural facilities
3- Obeying laws
4- Bringing power to the economy
5- Patriotism
6- Obeying traditions
7- Having good relations with the state
Also in companies, by taking into account the sectoral and geographi-

cal distribution of companies traded on the ISE, relations with suppliers
are related to ethical statements.

Among the subjects mentioned, 68 (%35.4) on "Contribution to the
society", 49 (%25.5) in "social and cultural facilities", 38 (%19.8) in
"obeying the laws", 36 (%18.8) on "bringing power to the economy", 29
(%15.1) on "patriotism", 23 (%12.0) in "obeying the traditions", 7 (%3.6)
in "relations with the state" and 12 in "satisfying the suppliers" subject
was written in official documents.  In Table 42, the distribution according
to the fields can be seen.
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ETHICAL STATEMENTS Number of Firms (%)

• Being Respectful to Yourself 4 33.3
• Being a Respected Institution 2 16.7
• Adopting Prestige Principle 2 16.7
• Other 4 33.3

TOTAL 12 100.0



Table 42: Distribution of Ethical Statements According to Public Approach

4.3.2.7.1. Contribution to the Society

The subject is expressed in such ways: "improving the country's econo-
my", "improving the life standards of the society", "Serving human and
nation", "Contributing to public development", aiming to add power to
Turkish society" and "creating values in high standards".

In Table 43, the statements used above are shown. According to this,
the first statement is mentioned by 31 (%45.6) companies, 12 (%17.6)
companies in each, mentioned "improving the life standards of society"
and "service to country and human".

43 (%43.4) of these are from philosophy and 19 (%25.7) of them are
from annual reports. In 6 companies even through they had no written
documents, since the holding companies which they work for include
information on the subject in their vision, mission or values, they are
added to the evaluations. So a total of 68 companies had explanations on
contribution to the society. As sub sectors, textile and food are most com-
mon ones.

Table 43: Statements on Contribution to the Nation (Public)
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ETHICS FIELDS Statement (%) No (%)

Statement

Contribution to the Society 68 35.4 124 64.6
Social and Cultural Facilities 49 25.5 143 74.5
Obeying Laws 38 19.8 154 80.2
Bringing Power to the Economy 29 15.1 154 80.2
Patriotism 29 15.1 163 84.9
Obeying Traditions 23 12.0 169 88.0
Good Relations with State 7 3.6 185 96.4
Suppliers' Satisfaction 12 6.3 180 64.7

ETHICAL STATEMENTS Number of Firms (%)

• Contribution to National Economy 31 45.6
• Improving Life Standards of Society 12 17.6
• Serving Human and Nation 12 17.6
• Contributing to Public Development 6 8.8
• Other 7 10.4

TOTAL 68 100.0



4.3.2.7.2. Social and Cultural Facilities

Social and cultural facilities usually have these approaches. These are
"contributing to cultural and art life", "making charities in education and
health fields", "making facilities on social and cultural facilities", "pro-
tecting cultural heritage" and "granting sport facilities".

As it seen in Table 44, mostly used statement is "contributing to cul-
ture and art life" with 27 (%55.1) companies and 9 (%18.4) on " making
charities in education and health matters".

Table 44: Statements about Social and Cultural Activities

The above data is mentioned by 49 companies. 29 of them in philo-
sophical, 17 in annual group documents. When sectoral distribution is
checked; 32 of them belong to industry and 17 to the service sector. Social
and cultural facilities were considered significantly by service sector
(p=0.01076≤0.05, %95, sd.1). Within services sector; banking (5), invest-
ment (4), holding (4) and insurance (3) sectors; in the industry sector,
cement (5), brewery (5) and textile (5) are the pioneering sectors. 

4.3.2.7.3. Obeying Laws

Companies' harmony with laws is under ethics concept. Societies firstly
expect the companies to obey the laws. Even though it is a must to obey
the rules for the companies, saying that they will obey the laws have eth-
ical indications.

This subject is expressed in the same statements. These are "behaving
according to the laws" and " belief in a jurisprudence state". There are 35
(%92.1) companies, which state the former and 3 (%7.9) companies
express the latter statements. Table 45 shows the distribution.

63
Business Ethics and a Research for Ethics Cultures of the Companies Traded
on the Istanbul Stock Exchange

ETHICAL STATEMENTS Number of Firms (%)

• Contributing to Cultural and Art Life 27 55.1
• Making Charities in Education and Health Matters 9 18.4
• General Engagement in Social and Cultural Activities 3 6.1
• Protecting Cultural Heritage 3 6.1
• Granting Sport Facilities 3 6.1
• Other 4 8.2

TOTAL 49 100.0



Table 45: Statements on Obeying Laws

From the 38 sectors, which express that, they will obey the laws; 30 of
them are from industry sector. 5 companies are included according to their
holding's related explanations. Obeying the laws subject is significantly
(p=0.00257) found under philosophy group documents of 26 (%31.0)
companies. 9 (%12.3) companies included the subjects in annual reports. 

4.3.2.7.4. Patriotism

The statements on this subject are "accepting service to Turkey as a holy
duty", "Working for Country and Nation" and "loving Turkish Republic".

The distribution can be seen in Table 46. The first statement is the
mostly used one, used by 24 (%82.8) companies.

Table 46: Statements on Patriotism

There are 29 documents on the subject, 15 is in vision, mission or val-
ues, 11 of them is in annual reports. 3 companies are included according
to the companies they work under. Out of 29 companies, 21 are from
industry and 8 from service sector. The ones, which make explanations on
these subjects, are mostly the holding companies

4.3.2.7.5. Being Conventional to the Traditions (Obeying Traditions)

"Being Conventional to the traditions," points out companies to stick to
the traditional characteristics of the district that it is functioning. The
statements on the subject are generally connected with societies' values.

The statements and their distributions about the subject are given in
Table 47. The common statements found in documents are as follows;
"respect for national and moral values", "sensitiveness for national cul-
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ETHICAL STATEMENTS Number of Firms (%)

• Behaving According to the Laws 35 92.1
• Belief in a Jurisprudence State 3 7.9

TOTAL 38 100.0

ETHICAL STATEMENTS Number of Firms (%)

• Accepting Service to Turkey as a Holy Duty 24 82.8
• Working for Country and Nation 4 13.8
• Loving Turkey and Republic 1 3.4

TOTAL 29 100.0



ture" and "working for religious values". The first statement is used by 7
(%30.4) companies, second by 6 (%26.1) and the last one by 4 (%17.4)
companies.

Table 47: Statements on Being Conventional to the Traditions

There are 23 companies related to the subject as seen from Table 47.
17 (%11.9) of them are from industry and 6 (%12.2) of them are from the
services sector. The subject is used in 11 philosophy documents and 9
annual reports. 

4.3.2.7.6. Relations with the State

There are 4 companies, which has statements on the subject. These are
"opposing to those who are against the state", "having good relations with
state", "respect the state" and "being beneficial for public authority".

Table 48: Statements on Relations with State

Four industry and 3 service sectors; as a total of 7 companies are
found. 5 of them mention the subject in their annual reports.  

4.3.2.7.7. Satisfaction of Suppliers

The suppliers are those, which provide goods and services for others. The
firms have some responsibilities for their suppliers. The principles put for-
ward for the suppliers are ethical. Even though this subject has to be ana-
lyzed under another title, having 12 firms mentioning  about it forced the
study to analyze it under public approach title. 
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ETHICAL STATEMENTS Number of Firms (%)

• Respect for National and Moral Values 7 30.4
• Sensitiveness for National Culture 6 26.1
• Working for Religious Values 4 17.4
• Other 6 26.1

TOTAL 23 100.0

ETHICAL STATEMENTS Number of Firms (%)

• Opposing to Those Who are Against the State 4 57.1
• Having Good Relations with State 1 14.3
• Respect for State 1 14.3
• Being Beneficial for Public Authority 1 14.3

TOTAL 7 100.0



Table 49: Statements about Supplier Satisfaction

The expressions found on the subject can be seen in Table 49. These
expressions are "satisfying suppliers" 4 (%33.3), "being in cooperation
with suppliers" 2 (%16.7), and "other" 6. There are 12 firms stating the
subject of whose statements are from industry sector and 10 of them are
found in philosophy and 2 in annual reports.

4.3.3. Statements of Ethical Concepts Correlated with Demographical

Characteristics

The ethical analysis and demographical relations of the firms traded on
the ISE have been studied. According to these, firms' date of establish-
ment, number of staff and market values are taken into account. Also, hav-
ing a ISO certificate has been studied in terms of whether  it affects the
explanations of the firms under ethical behavior. 

36 classified ethical statements have been taken into account in order to
analyze their relation with date of establishment, number of staff, market
values and ISO certificates at 95% level of significance for Pearson
Correlation Test. Table 50 provides correlation coefficients and their signif-
icance levels together with total number of firms (N=192) to be tested.
Although 192 firms were analyzed, some of them did not provide any infor-
mation. Therefore "N" indicates the number of firms that have provided
information and their demographical characteristics are analyzed. In the
analysis, since the confidence level was accepted at 95%, in the Table
p< 0,05 results are accepted and p>0,05 results are rejected. The bold char-
acters show the result, which was found significant. Also, in order to find the
direction and the level of significant relations, Pearson coefficient is checked.

As mentioned before, there are 36 fields to be tested and to be com-
pared with structural characteristics of the firms. As a result of the com-
parison, the following results were found significant:
• With Date of Firm's establishments

1. Respect to human
• With personnel numbers

1. Employees satisfaction

66 Ali Hal›c›

ETHICAL STATEMENTS Number of Firms (%)

• Supplier Satisfaction 4 33.3
• Cooperation with Suppliers 2 16.7
• Other 6 50.0

TOTAL 12 100.0



2. Recycle
3. Consciousness about environment

• With market values
1. High quality production
2. Product reliability
3. Employee satisfaction
4. Transparency
5. Obeying laws
6. Patriotism
7. Stick to the traditions

• With ISO certificates
1. Zero-mistake production
2. Service after distribution and sale
3. Union relations (-)
4. Improving the consciousness about environment
5. Respect for human (-)
6. Trustworthiness (-)
7. Contribution to the public
8. Satisfaction of suppliers

have significant relations.

Table 50: Correlation Coefficients and Significance Levels of the Relations

between Demographical Characteristics of the Firms Traded on

the ISE and their Ethical Statements
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Date of Personnel Market ISO

Establishment Number Values Certificates

Ethical Contents (N=177) (N=149) (N=181) (N=192)

Pearson Coefficient
significant level

High quality Production -,075 ,062 ,186* ,046
,320 ,454 ,012 ,531

Reliability Product ,003 ,001 ,143* ,121
,964 ,989 ,050 ,095

No-Loss/Zero Mistake Production -,040 ,048 -,027 ,147*

,520 ,565 ,554 ,042

Customer Satisfaction -,039 ,124 -,021 ,097
,608 ,133 ,780 ,181

Demographical Characteristics of Companies
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Date of Personnel Market ISO

Establishment Number Values Certificates

Ethical Contents (N=177) (N=149) (N=181) (N=192)

Pearson Coefficient
significant level

Customer Relations -,012 -,070 -,082 ,060 
,872 ,395 ,272 ,408

Consciousness of Consumers ,030 ,019 -,005 ,089
,692 ,815 ,949 ,220

Service After Distribution and -,055 ,079 -,017 ,139*

Sale ,465 ,337 ,818 ,051

Regular and satisfactory ,055 -,031 -,021 -,003
Profit For Shareholders ,464 ,708 ,781 ,970
Being Honest and Fair ,015 ,079 -,031 ,033
to Shareholders ,847 ,335 ,679 ,648
Effective/ ,032 -,072 ,044 ,064
Low Cost Production ,668 ,382 ,555 ,375
Appreciating Employees ,012 -,046 ,012 -,076

,873 ,580 ,872 ,292
Creating a Happy and ,056 -,116 -,067 -,095
Healthy Environment ,462 ,160 ,368 ,192
Education of Employees -,017 ,003 ,130 -,008

,822 ,973 ,080 ,914
Satisfaction of Employees -,066 ,167* ,205* ,091

,384 ,042 ,006 ,210
Communication with Employees -,062 ,002 ,053 ,017 

,414 ,985 ,475 ,811
Career Opportunities for -,028 -,118 ,032 -,085
Employees ,711 ,153 ,664 ,240
Financial Ability of Employees ,109 -,046 -,039 -,132

,147 ,578 ,603 ,068
Cooperation Among Employees ,041 -,086 ,003 -,029

,588 ,296 ,968 ,687
Union Relations ,041 -,089 -,017 -,146*

,592 ,281 ,818 ,043

Protection of Environment -,053 ,057 ,080 ,119
and Nature ,488 ,491 ,286 ,100

Demographical Characteristics of Companies
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Date of Personnel Market ISO

Establishment Number Values Certificates

Ethical Contents (N=177) (N=149) (N=181) (N=192)

Pearson Coefficient
significant level

Recycling -,047 ,303* ,029 ,063
,538 ,000 ,700 ,386

Increasing Environment Cons. -,032 ,184* ,031 ,142*

,672 ,024 ,681 ,049

Having Moral Values -,061 -,048 ,099 ,013
,418 ,557 ,184 ,863

Transparency -,011 ,000 ,193* -,047
,880 ,995 ,009 ,519

Honesty -,003 -,082 ,033 -,059
,972 ,318 ,660 ,419

Respect for Individuals ,156* -,135 -,039 -,158*

,038 ,101 ,602 ,029

Trustworthiness -,025 -,142 -,004 -,150*

,745 ,084 ,958 ,038

Respectfulness -,048 -,018 ,104 -,029
,523 ,825 ,165 ,687

Strength in Principles ,065 ,001 ,137 -,024
,392 ,988 ,065 ,745

Contribution to Nation -,052 ,058 ,133 ,144*

,495 ,482 ,075 ,047

Social and Cultural Activities -,141 ,115 ,141 -,021
,062 ,161 ,058 ,774

Obeying Laws -,033 -,004 ,178* ,129 
,660 ,959 ,016 ,075

Patriotism ,034 -,030 ,169* -,087
,649 ,719 ,023 ,228

Obeying Traditions ,085 -,001 ,168* -,033
,261 ,990 ,024 ,648

Relations with State ,105 ,013 -,036 -,067
,166 ,874 ,630 ,353

Supplier Satisfaction ,049 ,135 -,029 ,158*

,518 ,100 ,702 ,028

Demographical Characteristics of Companies

* p  ≤ 0.05



4.4. Evaluation of Research Results

Findings of the research are evaluated according to their presentation
under 6 main business functions: These are production, marketing,
finance, human resources, environmental protection, and general manage-
ment which is divided into two parts; general cooperation principles and
public approach.

4.4.1. Evaluation upon Production Function

The ethical statements on production are; high quality production, prod-
uct reliability and no-loss production. 46 (%63.01) out of 73 firms have
information in their philosophical documents about "quality in produc-
tion". These firms give great importance to the subject in their vision, mis-
sion explanations or in business values. High quality production is the
most frequently mentioned subject of the companies traded on the ISE. 

The firms' sectoral structures show no differences in their approach to
high quality production. But in service sector, generally it is expressed
with the statements such as "the best" or "the highest". But in industry sec-
tor, the statements are expressed in plain expressions. Since service sector
firms produce abstract products, they use the words "the best" and "better
than" in their expressions. Whether it is a service or industry sector, high
quality production has explanations towards principles in production. The
companies say that they will follow this statement in production and has
responsibilities towards their consumers. For this reason, providing high
quality service or product and continuously making it better are under eth-
ical responsibilities. 

No-loss or zero mistake production is important for using the resources
efficiently. Efficient use of resources, minimizing the loss of time and raw
material or zero-mistake production are the principles of business. These
aims will provide efficiency in companies and add value to national econ-
omy. 

In the service sector companies, in place of no-loss production they use
the expression of "zero mistake production". But service sector compa-
nies, as it is in the trustworthiness of product, they do not pay attention to
zero mistake product, whereas in service sector companies, the service
provided with minimum mistake or zero mistake must be the aim. Service
sector companies have to pursue their customers that they will not make
any mistakes. This is a responsibility of companies towards their cus-
tomers.

One last common point in which the companies mention is the relia-

70 Ali Hal›c›



bility (trustworthiness) of the products. Trustable or reliable and hygienic
products have to be supplied. Even though the subject comes as one of the
main subject, only 14 firms mentioned it out of 192. Specially in food sec-
tor, which is directly related with human health, the subject is not dealt
enough while it is expected to take place in vision and mission explana-
tions.

4.4.2. Evaluations upon Marketing Function

Marketing concept can be evaluated as customer satisfaction, communi-
cating with customers, making the consumer more aware, service after
distribution and sale. 

Customer satisfaction is one of the mostly used statements in the ISE.
The firms put down their slogan of "customer is our blessing" as to the sat-
isfaction of the customers. This slogan shows the importance that compa-
nies give because it is like a trademark statement on Turkish trade life.

In recent years, the statement "customer is our blessing" have been
used in different several words but in the same meanings. Only a firm is
stating the concept in business values: "customer needs always get the pri-
ority". 

The satisfaction of the customers is basically used in mission and
vision statements. The most often used statements upon companies' strate-
gies are used in philosophical group documents. "Communication with
customers" subject is considered as a continuous communication subject.
Statements are included in the marketing functions, and then turned to the
satisfaction of and communication with customers. It is mainly pointed
out in philosophical group documents by many statements.

In the approach of customers' communication with companies, espe-
cially the customers' needs and wishes are important to be feasible. In the
consumer side, service after sales, complains about the products should be
possible. The subject is considered under cooperation with the customers
by being sensitive to them (%87.5). So this is the ethical way of compa-
ny responsibilities.

Companies have ethical responsibilities towards protection of con-
sumers as well as in communications. The subject is the third one among
the companies traded on the ISE within the marketing function. The sub-
ject of protection of consumers or informing consumers is mostly impor-
tant in the food sector. 7 of 11 firms have mentioned the subject in their
documents. It is expected for the food sector to further prioritize the sub-
ject. However, 7 companies having this approach is a positive sign.
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The service sector does not sufficiently include the subject of inform-
ing the consumers. The subject is only mentioned in insurance firms. This
is to make individuals more aware towards insurance. But on the other
hand, the consumer knowledge on the consumer rights is important. When
the consumer buys a product or get a service, the firms have the responsi-
bilities to transform these rights to them. The consumers must firstly be
informed about the product they buy. They have to be presented about the
product, the content and must be provided a usage guide. The consumers
have to be informed on these rights if in case there are any complaints. 

13 firms deal with the subject of service after distribution and sale. The
subject is included in their annual reports. It is evident that companies did
not mention the subject in their vision and mission explanations. So strate-
gic approach to the subject is not achieved.

Providing service after the sale is important in answering the claims of
the consumers. The firms give importance to the consumer complains in
after-sale service. When the subject is compared with the communication
with the customers, there does not seem any significant relationship. This
gives birth to the fact that companies give importance to the communica-
tion during the sales or before the sales.

4.4.3. Evaluations upon Financing Function

There are three basic subjects mentioned about the financing function of
the firms in ethical ways. These are; providing profit to the shareholders,
being honest to shareholders, and having low cost production. The subject
is generally towards shareholders. Because shareholders must supply ser-
vices for companies and also the companies must do the same for share-
holders. 

People who have speculative expectations apart from profiting buy the
shares of the firms traded on the ISE. So the firms should make profit,
which depends on an order and level. As a firm explained, there is no
ethics in continuously increasing rate of profit. Because in the long run it
has negative effects on the firms' continuity and informing consumers. 

Companies simply accept the subject as gaining a profit. The desire
towards shares is affected by the firms' explanations about their profits
(%66.0). However, 108 firms have not mentioned the subject, which is not
ethical out for investors and consumers. In ethical ways, it is expected to
reveal the strategy towards profits. By doing so it will inform the external
participants and the shareholders will be evaluating whether the profit will
be continuous and satisfactory. 
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Effective/low cost production is evaluated in the subject. The man-
agers have the responsibilities to keep the costs lower. The subject also
covers the consumers. It would have been better if it is evaluated under
another title. It is an ethical responsibility to reach low cost financial
sources, since this annual is positive for shareholders.

The third topic analyzed is to be honest and trustful towards share-
holders, which is also ethical. It is very important to inform the existing
and potential investors about the financial reports of the firms. The firms
must promise to be honest and trustful to shareholders. Only 8 firms
pointed out this matter. The subject is considered in the statements such as
protecting the rights of shareholders.

4.4.4. Evaluation upon Human Resources Function

The human resources function is evaluated according to creating happy
environment, satisfaction of company managers, communication of man-
agers, carrier opportunities, financial opportunities, cooperation among
managers and union relations.

Appreciating employees is the mostly worked subject among all clas-
sifications. The popularity of classifying human resources shows the
importance exerted upon the topic. Some of the firms (%28.4) use the
same terminology as a heading. Others use different terminology for
importance that they give to the subject. The statements of firms (%83.4)
are in the philosophical group documents. It can clearly be seen that ser-
vice sector is closer to the topic when examining the sectoral distribution
of the companies. The reason for this is because of the importance given
to human issues.

The focal point of ethical theories examined in this work is the human
being. It is not possible to discuss the approach whether it is ethical or not
if it does not deal with the human being.

The firms are responsible to provide the employees a happy and healthy
environment. Creation of happy and healthy environment is rated second on
the subjects, which are dealt. A lot of evidence have aroused upon the sub-
ject. "To create the best and the most productive workable environment and
space" statement clearly shows the ethics. Human resources is a bigger issue
for the service sector companies rather than industrial companies. This is
due to the typology of the service itself. The service can be done, in other
words, there is a possibility of affecting the organizational climate and phys-
ical conditions of the receivers. Therefore, the companies in service sectors
have taken this into account more seriously.
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The education of employees is the third important issue for companies.
The companies have put forward the importance of education by stating
that companies focused on advancements. By finding ways to renew
itself, businessman will be able to be more useful for the community, him-
self and the company. The third dimension of the subject shows the
responsibility of the company.

There is a significant relationship between education and sectoral dif-
ferences. In other words, the documentation of education changes in
industry and service sector companies. The service sectors of the compa-
nies traded on the ISE emphasizes more on educational compared to
industrial sectors. As mentioned above, this is due to the of effect human
factors on service sectors.

Ethically, the businessman's satisfaction is just as important as cus-
tomer's satisfaction. This is not stated in the companies' documentation.
The statements (%58.3) are mostly as simple or plain as possible. The
meeting of employees' demands is only in 2 firms' statements. Ethically,
the most important statement is to satisfy employees and increase their
satisfaction.

The communication with employees is ranked fourth on the impor-
tance list of 28 firms. The communication in organizations are mentioned
in both written and verbally. Ethically thinking, the important thing is that
firstly the communication should be in both directions. And secondly it
should be honest and open. 22 firms have approached strategically in the
stock market by philosophical group documents. It is possible to say that
21st century is information age and not enough number of companies has
paid attention for this subject.

Employees should have equal career opportunities. This is dealt by a
very small number (17) of companies. And those who do, only deal with
vision wise, mission wise and value wise. The firms stated that the
employees would have equal opportunities career wise.

The monetary sufficiency of employees is discussed in every field in
our country and sometimes debated strongly. Generally, employees' con-
tribution to the production should be parallel to the share derived from the
production. At this point, the employee satisfaction and unequal distribu-
tion of income among the employees could be prevented. Wages and
social funds should be in line with employees' targets and corporation tar-
gets.

The monetary position of employees is ranked seventh in the ethical
human resource statements of the firms. The topic is dealt more thor-

74 Ali Hal›c›



oughly by the ISE service sector companies. This reveals the importance
of human being in the service sector.

The cooperation among employees is related with the structure and
function of the organization together with reflecting the dimension of
organizational climate that differs from communication and employee sat-
isfaction. The management is responsible for respect, love, and coopera-
tion among employees. The firms should approach teamwork more care-
fully. There were no statements upon the cooperation among employees
even in the companies that claim to provide this according to the docu-
mentation. Those firms simply claim to mention cooperation among the
employees. Especially, the cooperation and agreement should be a busi-
ness value of those firms aiming teamwork. These firms, apart from one,
are industrial firms. In turn, industrial firms pay more attention to employ-
ee cooperation.

The statements of companies about union relations are very limited.
Three different establishments mention the subject. Not taking the subject
into account is considered in the way that companies or managers' realize
unions. Most of the stakeholders have different opinions about the struc-
ture and functioning of unions. As the positive image of the unions in
improves their effects on the public will increase. 

4.4.5. Evaluation of Environmental Protection Functions

The firms' statements on protection of environment are of three approach-
es. The first approach of "protection of environment and the nature"
reveals the general approach. But in order to state the other two dimen-
sions of protection of the environment, "returned benefit" and "con-
sciousness about environment" is considered separately. 

39 firms have documented environment and nature protection state-
ments. The subject is generally explained to the public as respect to
human and the nature. Only 2 firms have environmental protection pro-
grams. When considering sectoral distribution, the industry sector pays
more attention to the subject than the services sector. These include tex-
tile, brewery, automotive and iron-steel sectors. It is possible to see the
subject of environmental protection in philosophical group documents
(%35.7).

The firms should respect the nature not only within the context of pro-
duction. The respect towards environment should continue in the process
of usage of products by customers. But we should not forget that there
exists a balance between protection and usage. 
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The recycle is an issue that should be dealt by industrial companies
which creates an important dimension in the protection of the environ-
ment. It is the responsibility of the firms to recycle and re-use the waste
product to benefit economically. 4 companies have paid attention to this
topic. But only 2 of them are interested in recycling waste. 

Another ethical responsibility of companies is to be consciously aware
of environmental factors. Companies should help and support those who
are conscious about environmental issues, in addition to the environment
around them. There are 4 firms that approach the subject by this method
in the ISE.  

4.4.6. Evaluation of General Organizational Principles

General principles have been set out for individuals, occupational groups
or corporations under the heading of "general organizational principles".
Considering the companies traded on the ISE, 7 general statements have
been found. These are; moral values, transparency, honesty, respect for
human being, trustworthiness, respect and strength in principles.

This study came up by the companies or their managers needed to have
moral values or ethical principles. In line with this, there was the problem
of usage of these values by managers in an effective manner. But accord-
ing to the research, most of the companies did not  put forward values or
principles under this heading. 

As can be seen, the companies contacted have pointed out moral val-
ues. It is a positive point that the subject is classified under the stated clas-
sification. It can be accepted that companies' trade deals can form moral
values that they will follow. But the problem starts here: "which values? "

Therefore, the companies must state the values they will follow ver-
bally and in written formats. Only one bank out of 278 companies traded
on the ISE has prepared a booklet titled "Our Business Ethics". It is not
enough for the company to state only that they possess and carry out
moral or ethical values. The companies must present these values to the
public both in written and officially.

Transparency is the second subject to be dealt with. The concept is, as
stated earlier, has to do with communication. The company managers are
not confident with the transparency principle as negative thoughts might
arouse against them. The companies approach the idea by creating a trans-
parent environment. But transparency against all shareholders' views
should be inevitable. The statements of transparency are the second rated
issue due to the globalization of trade relations. In recent years in our
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country, due to the public pressures on state organization, organizations
are under close inspection of the public.

Honesty is very important for both companies and managers of com-
panies. Generally it states to keep the promises. Companies must keep
their word just as an individual. The companies must keep to their promise
in written format. 22 companies have tried to make this promise. The
firms have to state that honesty is a value or a principle for them. All of
the firms except for one of them have a place in the philosophical group
documents. In turn, companies that take honesty into account see the sub-
ject as company strategy, mission, vision and values.

Respect to human is necessary just because of being a human. The per-
sons affected by companies have the right to be respected. It is the fourth
important value in classification of general organizational principles. The
firms especially state that the community should be respected. Services
firms mention the subject much more due to the human factor's impor-
tance.

As trade relations rise and relations get more complex, the importance
of "trust" concept rises. There is a sensitive balance in the business life
especially for the ones in the stock market. The trustable companies can
be more powerful by trustable relationships. The subject is very sensitive
for the companies in the stock market. But some companies' approaches
reflect that they try to team up by depending on trust, while others display
vision, mission and produce trustful merchandise. In fact the concept is
more often used by industry sectors.

Actions towards being a respectful establishment are contained in eth-
ical concept. It is an ethical concept that companies are trying to prove
that they are respectful. According to this concept, the companies should
start first by respecting themselves. 8 firms have stated this towards being
a respectful company. "Strength in principles" is a subject only dealt by 9
companies and shows an equal distribution. Naturally, companies that
cannot or would not put forward the principles cannot be expected to exe-
cute these principles.

4.4.7. Evaluation Upon Public Approach

"Public Approach" titled statements of the companies involves pointing
out responsibilities towards the public. As mentioned in the findings, there
are 7 different classifications such as social and cultural activities, con-
tributing to the public, obeying the laws, reinforcing the economy, patrio-
tism, sticking with the traditions, state and supplier relations.
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There are 68 firms which state that it contributes to the community.
The subject finds itself under "to contribute to the national economy".
Also there exist approaches towards rising standards of the nation and
serving the nation. There are those that state to provide profit by taxes
paid. All the activities carried out by the companies traded on the ISE
surely provide profit to the countries' economy. At this point, the environ-
ment, which is not directly affected by activities, is noticed by companies.
The firms have responsibilities towards the public. It is not enough to state
taxes paid by the firms in the annual reports. The firms must also state in
written that they will or have paid taxes completely and correctly. Because
there is an ethical vision about it.

The social and cultural activities of the firms also contribute to the
community. But the target population in those activities are clearer, so
there has been a classification about it. The public responsibilities are the
second most mentioned subject. Firstly mentioned topics are culture, art,
education, health and sporting areas. The statements exist in those firms
providing free services. The firms conduct these types of services more in
the areas in which they were established. In other words, social and cul-
tural activities for certain part of country are given priority The firms are
expected to pay more attention to the places where they conduct activities.  

The service sector pays more attention to the topic than the industry
sector. As a conclusion, public approaches of banking sector and holding
companies' activities are effective. Also, the insurance companies work-
ing with the banks also affect the outcomes. 

Among the responsibilities towards the community "obeying laws" is
ranked third. There are 38 firms that have stated in a written manner that
they will obey the laws and that they have faith in the state laws. The com-
panies should obey the laws of states. But there is a different meaning to
this. All the firms are promising to obey the laws, this shows the impor-
tance of laws for them.

The subject of obeying laws is included in the philosophical group
documents. This situation shows that the firms, defining their vision, mis-
sion and values, will be obedient to laws. The company strategies are also
redirected to obey the laws.

Some of the firms (23) promise to obey laws as well as the traditions
of the community. This shows the respects of companies towards the
moral and national values of the country. 

29 statements are made for the patriotism. This is a valuable statement
for companies. This is mainly expressed by Holding's head quarters and
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indicates that country's benefits will be respected in international trade.
This means that if the companies' activities towards profits hurt country
values, they will not do it.  

The least dealt subject in the community approach is the relation of
companies and suppliers. All the companies that deal with this are in the
industry sector. This shows that both industry and service sector gives
importance to relationship with suppliers. This is a result of companies'
power. Powerful companies do not care about the relation with suppliers.
Suppliers must obey the rules of those companies.

4.4.8. Evaluation of the Ethical Statements about Demographical

Characteristics

The relationship between ethical statements of the firms traded on the ISE
and their documents such as the establishment year, number of staff, mar-
ket values and ISO documents have been studied. In these analysis,
Pearson Correlation analysis has been used at 95% confidence level that
is shown in Table 50. There are 144 relationships in this Table. 19 of them
have been found as significant at 95%. Also there has been possibility to
determine the degree and the direction of these correlations.

4.4.8.1. Establishment Year

The relationship between the establishment year and the ethical state-
ments of the firms has been examined. When the results are evaluated it
can be seen that 36 ethical groups state the respect for human being, which
has a direct relation with the year of establishment. The year of establish-
ment does not affect, whether new or old, the ethical statement. Only the
respect for human statements is affected by the year of establishment.

The positive correlation coefficient between the year of establishment
and respecting human is 0.156. So, the older the establishment, more
respect to human being is shown. But the relationship is weak. In other
words, in recent years, companies did not show attention to respect to
humans. The new establishments concentrate on social and cultural activ-
ities rather than relationship (p= 0.62 ≥ 0.05). This relationship's existence
is accepted at 90% confidence level. 

4.4.8.2. Number of Personnel

There is a three dimensional relation with ethical statements and the num-
ber of staff. These are; satisfaction of employees, recycle and increase of
environmental awareness.
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The relation of environmental awareness and the number of staff is
more clear when the functions of companies are taken into consideration.
The subject is not as broad as the protection of environment or protection
of nature but rather recycle and consciousness towards environment. Both
relations are positive. There is a relation between increasing the number
of staff and recycle; and there are statements in the documents according-
ly. This means, if number of staff increases, the topics that are dealt with
increases, if decreases, then recycle and statements on consciousness of
environment will decrease. There is a direct relationship between recycle
and the number of staff. Both the number of staff and recycle are more
dealt with by bigger companies.

There is also a relation between the number of staff and the statement
towards employees' satisfaction. The coefficient of positive correlation is
0.167. The satisfaction of employees gains more importance when num-
ber of staff is increased. Companies who have less staff do not deal
enough with them. The relationship is weak but it becomes important
when the human resources discrimination is popular. When companies
have large number of staff the need arises to deal with these topics.
Because skilled workforce is an important factor.

4.4.8.3. Market Values

There is a direct relation between seven different fields and market values.
These are; quality in production, reliable product, employees' satisfaction,
transparency, obeying the laws, patriotism and traditions. When the nega-
tive relations pertaining to ISO documents are not taken into considera-
tion, the market value is the most important ethical statements. In other
words, demographical characteristics in the research are the most impor-
tant cause for market value to come out in statements within the content
of ethics. The quality of ethical statements rises with the increases in mar-
ket values.

In the research, as it is widely used in the ISE, the currency basis for
the market values is US $. The same scale is used throughout the research.
There is a relation between production function and companies' market
values according to the function of companies. Market values are related
with the reliability of product and product quality. As the correlation coef-
ficients can be seen in Table 50, coefficient for high quality production is
0.186, for reliability of products is 0.143. The relations are positive but
degree is weak. The logic behind positive coefficients is; as market values
increase, statements on high quality production and reliability of products
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will be included in their documents.
As market value of the firms decreases, statements on quality and reli-

ability of production are not included in the reports by explanation of
vision, mission and values.

There is only a proper relationship between market values and trans-
parency within general organizational principles. The relationships are
parallel but weak, and in turn companies feel more transparent as market
values rise. Because the structure and function becomes more complex, it
becomes difficult to get in touch with higher ranked managers and creates
flash news in the public view. So, they take transparency very seriously. 

There is a direct relationship between obeying laws, obeying traditions
and patriotism, and statements of companies towards public responsibili-
ties. Relations are parallel but weak. Statements upon laws and traditions
are used generally together. Companies, which say that they will obey the
laws, also state that they will obey traditions. These statements are
revealed as market values of the firms increase. It is important to mention
these subjects as big and powerful companies act as examples for others.
At the same time, they give a message to small firms that they may get
bigger by obeying the laws and cultural values.

4.4.8.4. ISO Documents (certificates)

The contents of ISO documents have already been mentioned. The ethical
statements can be seen in ISO documents. In other words ISO certificates
affect companies more in having ethical statements in the documents.
There are 8 documents as such. These are; no-loss production, service
after distribution and sale, union relations (-), consciousness about envi-
ronmental issues, respect for human (-), reliability (-), contribution to the
public and suppliers' satisfaction.

There is a weak and direct relationship between the firms, which have
statements on no-loss/zero mistake production, and the ones that have ISO
documents. The ones, which have ISO documents, have approached the
subject differently. The point that should be taken into attention is the rela-
tion between the ones that have the ISO documents and high quality pro-
duction or reliability of the products. Research results show that there is
no relationship between having ISO document and quality in production
or reliability of the products. The meaning is that the other firms, which
do not have ISO documents, also have statements on the subject. The dif-
ference in having ISO certificate comes out in expressions on no-loss and
zero mistake products.
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ISO certificates affect the statements in marketing function about the
distribution and service after sale. The relationship is weak but in the same
direction. So, the companies, which have ISO certificates differs from
others in giving importance to the distribution and service after sale.
Customer satisfaction comes before everything in most of the companies.
Therefore customer satisfaction is more frequently mentioned. So it can
be said that ISO certificates have effects on each marketing function.

In the same way, there is a significant relationship between ISO cer-
tificates and consciousness about environment of which the correlation
coefficient is 0.184. It is a weak relationship. However, having ISO cer-
tificates has positive effect on statements on consciousness about envi-
ronment.

The companies, which have ISO certificate, use their statements about
the society as contributing to the public and satisfying the suppliers more
frequently. As mentioned before, there are 12 firms, which have state-
ments on satisfying the suppliers. 7 of them have ISO certificates. Since
the number is few, a generalization cannot be made. On contributing to the
public, those that have ISO certificates especially express their contribu-
tion to the economy. 

There has been a negative relationship between ISO certificates, union
relations, respect to human and trustworthiness. This significantly shows
that the companies, which have ISO certificates, did not include any state-
ments on union relations, respect to human and trustworthiness subjects.
The correlation coefficient of ISO certificates for union relations is -
0.146, for respect to human is -0.158 and for reliability is -0.150. So the
degree of these relationships is weak.

The reason behind the negative relationship between ISO certificates
and union relations is that 9 firms having statements on union relations did
not have ISO certificates. But 7 of them were under one group and this
prevents us to get a reliable result.

There are 2 firms, which have written statements about respecting
human beings and having ISO certificates. Other 19 firms, which mention
the subject, do not have ISO certificates. It can be said that firms that have
ISO certificates generally concentrate on customers and employees' satis-
faction, which neglect the human factor.

Two firms have ISO certificates and statements on reliability. The
other 18 firms do not have an ISO certificate. In other words, only 2 out
of 58 firms, which have ISO certificates, mention reliability in their state-
ments. The reason is that ISO certificates have been assumed to state the
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quality in production, plant and the service of the companies. That is why
the companies do not take reliability as a separate subject.

V. Conclusions and Recommendations

Once having alternative behavior opportunities and chance to select
among these alternatives, people will be able to consider events as right
or wrong, and good or bad. But there is no simple and global rule about
what is right or wrong and good or bad. The same actions or events have
different evaluations or approaches on them. 

On the other hand, there is a need for an order, which prepares busi-
ness world life. The legal laws on the subject are not sufficient, especial-
ly in our country. To solve this, there is a need for the concept of "ethics"
and "business ethics" in companies especially when there are no sufficient
laws. The importance of what it is ethics or business ethics is that it means
"something". That something's meaning is: "moral".

But companies and their managers always face with difficulties in
understanding what is right or wrong in trade relations apart from the legal
documents. Therefore the manager has to make the best combination of
trade and ethical decisions. 

Some principles or rules need to be followed by managers and employ-
ees to save the company from subjectivity in their ethical expressions. In
general meaning these are ethical codes. Ethical codes, first of all, are
important for putting down the aim of the companies. Because, not only
the action but also the aim must be in the same way for ethical behavior.
To be able to evaluate; the ethical codes have to be written down.
Therefore, interest groups can evaluate companies easier. In addition the
existence of ethical codes will decrease the level of uncertainty so it will
be more trustable. 

The main subject in creating ethical codes is the ethical problems faced
by companies.  Ethical problems have to be put forward according to the
business functions not only among upper level managers but also among
middle and lower level of managers.

One of the important issues in putting forward the written ethical codes
is ethical problem that are experienced by companies. There are some
advantages of analyzing ethical codes according to business functions.
One of them is the work division or specialization among upper, middle
and lower levels of management in ethical responsibility. Another one is
to make controlling period work well by specifying the responsibilities of
lower levels of management in system approach.
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The firm should improve its ethical measures in specifying ethical
codes. To do that, the firm should determine real principles or rules by
testing and defining them for a long time. More healthy way is to analyze
and use the same actions that have been used before. The aim is to avoid
surprising the interest groups and themselves by putting forward the
whole principles and rules. The next step is to know who will be affected
from the actions and how they will be balanced by the companies.
Knowing from the beginning who will be affected from what will help
choosing the ethical codes. It should not be forgotten that ethical codes are
not made of a group of virtuous statements put under each other.

The research has been planned according to the ethical codes that have
been mentioned before. The previous researches showed that only the
firms, which have foreign roots, had written statements on ethical codes.
Therefore the research has been expanded to search on vision, mission,
and values under ethical philosophies of the companies. As a research
field, the firms traded on the ISE have been selected which are on agenda
of the nation by any kind of annual and are effective on creating equilib-
rium in the market. In addition, the subject was mentioned before in a
panel organized in April 1998 by the ISE titled "Ethical Values in Turkish
Capital Markets and Study Rules in Business Behaviors". That is why the
firms traded on the ISE have been selected.

Only one bank had written ethical codes in a booklet called "our ethi-
cal principles" which is a guide for its personnel and employees. Next to
this, the documents of some firms are considered as a philosophy group
document that evaluates as how the things should be. Especially it is
important to analyze the documents of some firms that have gained impor-
tant prizes in Europe and the World. Additionally, the hand book of a firm
called "The Culture of Institution" is very important to show that market
values, and demographical characteristics like personnel number are not
effective on the determination of company philosophies. The hand adver-
tisement of another firm is a guide that should be studied in reaching inter-
est groups.

It is possible to generate the following in order to be able to analyze
mission, vision, values and ethical principles which resulted from the
study:

Mission (Reason to evolve): To be a corporation in its field which cre-
ates a value for the customers, personnel, partners, suppliers and nation
with the help of all employees and personnel.

Vision (Target to be achieved): To be a world leader in its field.
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Values (way of performing work): Concentration on customers and
quality, appreciating human resources, being proactive and creative, being
open to changes and learning, being efficient and profitable, being honest
and true to state, customers, shareholders, employees, public, etc., being
in good relations with others, obeying laws, traditions and principles of
business ethics, being open and trustable, being careful on business peace,
protecting the nature and balance within the firm in all of the activities,
behaving equal for all the personnel, contributing to social, cultural,
sportive and art activities, always being faithful to these values.

Ethical Principles

Production: Aiming high quality product or service, trying to reach bet-
ter quality in production and producing trustable products, no-loss and
non-mistake production, producing hygienic products for health, and cre-
ating hygienic conditions in production.

Marketing: To avoid from incorrect, exaggerated, deceived or pres-
sured activities, to avoid manipulation in product, to avoid to put pressure
on distribution channel, to create a wide distribution system, to follow a
stable and honest pricing policy, to remove all the risk associated with the
use of goods and services, to make customers know all the factors affect-
ing their buying decision, to avoid incorrect presentation of marketing
researches, to create values for customers by innovative and creative
approaches, to give importance for after sale service, to minimize cus-
tomer complains, to solve complains in a shortest period, to meet con-
sumer wishes completely, creating a wide service network; giving impor-
tance to the protection and consciousness of consumer; satisfying cus-
tomers without any stipulation.

Financing: Meeting the expectations of shareholders, taking precau-
tions for this; being honest and equal to shareholders; realizing and dis-
tributing profits required for the shareholders; finding low cost credits and
inputs.

Human Resources: Establishing human resource systems so to unite
cooperation targets with employee targets; providing such an organiza-
tional structure that participation and creativity will be attracted, it will be
dynamic, facilitate communication, participation; to support the personal
and professional development of employees by personal development
plans, to identify business values together with employees' profiles; pro-
viding equal opportunities for employees in those subjects; to guide them;
to create the environments which would make them associate among
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themselves and with their families; to organize social activities; to give
priority to employees' health and safety; to promote development every-
time by reflecting new technologies and ideas of employees into applica-
tions; to motivate all the employees by specific methods: to create the best
physical working environment.

Environment: To obey the rules, to follow new technological devel-
opments and to improve environmental elements overtime; to protect
global sources by planned activities, to apply effective return techniques
and to minimize the waste in its sources; to keep the effects of products
and production activities on environment under control, to release new
investments and projects as sensitive to the environment; to contribute to
the consciousness of employees, their families and public about the envi-
ronment.

Organizational Principles: To have ethical or moral values, trans-
parency, brightness, honesty, to keep promises, respect to human, trust-
worthiness, esteem, to be perfect, social responsibility, strength in princi-
ples, equality, satisfaction in work.

Public Approaches: To be open, honest and trusty in the relationships
with the public and legal institutions in every field of activities; to support
such activities which play an important role in improving the life standard
as education, culture, art, science, sport and health, and to contribute to
the consciousness of the public; to share information and experience about
perfect work with different parts of nation; to cooperate with voluntary
institutions, to contribute them; to take continuity and continual improve-
ment in relationships with the nation; to be in good relations with the sup-
pliers.

The above statements that have been mentioned in general to guide the
companies can be improved and adopted accordingly by the companies.
But as mentioned earlier, the own characteristics of the companies will be
the most important factor on determination of ethical scopes.

In this scope, when the consideration of ethical statements of the com-
panies included in the study according to their business functions is made,
it will be seen that the most worked out subject is human resources, and
the least one is protection of environment. This is in reality parallel with
the results made in academic studies in Turkey. Behlül Üsdiken (Üsdiken,
1999) who puts forward the mentioned research; proves that behavioral
thoughts gain more importance and are given priority out of management
statements in Turkey. As a result of this study, the same type has been
investigated in the written documents of company owners or managers. So

86 Ali Hal›c›



there have been similarities between the written statements of the compa-
nies out of behavioral approaches according to the results from academic
studies. Benefiting from academic results and behaving accordingly has
been effective on this similarity rather than putting forward their own char-
acteristics in formation of their philosophies. This shows that the compa-
nies in Turkey could not  constitute their own values or principles yet.

There are 36 main subject titles mostly talking about high quality pro-
duction. The most considered one among these is high quality production.
The least talked one is relation with the suppliers and unions. 

"Concentration on customer" strategies, which came out in recent
years, say that satisfying the needs of the customers is the most important
factor to continue the life of companies. High quality production without
a question is important everywhere when its benefits are examined; it is
the most beneficial field for interest groups. Under this, consumers will
have the opportunity to buy what they want. Satisfaction of the needs of
consumers will make them continuous for the companies. The result will
make the work employees happy, when there is a production and work.
The companies will benefit too. This will affect everyone in the firm like
a chain somehow from customers to shareholders and lastly to the envi-
ronment. So when the subject of quality in production is examined on
their benefit provision way, it is evaluated totally under ethical concepts. 

Among one of the most forgotten subjects comes the relations with
suppliers. The companies that are traded on the ISE do not show enough
care about the subject. The main reason is that the companies give impor-
tance to the satisfaction of the customers and that they expect that impor-
tance provided by their suppliers towards them since they assume them-
selves as customers of suppliers. This behavior may seem right but also
might be defined as non-ethical behavior if it is used as a means for
authority of capital power in trade relations. So the firms have to protect
the rights of the suppliers too. Another subject, which is not mentioned, is
the relation with the unions. The reason should be evaluated not only out
of companies or managers views but also out of some interest groups that
have little or no positive thoughts about the structure and function of
unions. The different views on the subject is due to economic and politi-
cal conjuncture before 1980 in Turkey and the positions of the related
institutions. It is known that the same view about the unions will contin-
ue unless their image on the community changes. 

The classifications that arise from the research specifies the ethical cul-
tures of the firms traded on the ISE. The 36 listed classifications made in
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the research show their general fields mentioned by themselves.
Those firms will be able to compare themselves with others and under-

stand their weaknesses and strengths at the end of this study. These will
help them create, develop or improve their ethical principles.

When the subject is considered from the view of academicians, 36 sub-
jects specified in the research will guide them in their academic studies.
So this study will also contribute to the determination of the scopes of
those studies and putting forward the fields according to their importance.
As known before, the classifications have been made according to the
functions of human resources, finance, marketing and etc.

As a future study, it is worth studying the consistency of the mission
and vision statements of the firms, and their business values or ethical
concepts derived from ethical principles with their company activities.
Because, the activities should be in the same direction with purposes as it
is expected. These studies will create pressure on the firms at the same
time that will help those firms to behave more sensitively.

But the last aim naturally is to make many people present ethical
behavior frequently that some people show frequently and many people
show rarely.
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PURCHASING POWER PARITY AND
REAL EXCHANGE RATES IN CASE OF

DEVELOPING COUNTRIES

Murat DO⁄ANLAR* & Mehmet ÖZMEN**

Abstract
Purchasing power parity states that changes in the nominal exchange rates
should reflect the inflation differences. This indicates that if nominal exchange
rate changes reflect home and foreign inflation differences, then real exchange
rate should remain unchanged. Recent time series econometrics techniques
can test this proposal. If the real exchange rate series contain a unit root, then
the series are told to be nonstationary which means that PPP (Purchasing
power parity) does not hold. Augmented Dickey Fuller and Phillips-Perron
unit root tests are used to test the stationarity of the real exchange rate series.
The real exchange rate is defined in terms of both United States consumer
prices and industrialized countries' consumer prices. This study is conducted
for the period January 1986-April 1997 for 18 developing countries. The
countries under consideration are Bolivia, Chile, Mexico, Ecuador, Uruguay,
Costa Rica, Dominican Republic, Jamaica, Morocco, Ghana, Nigeria, India,
Indonesia, S. Korea, Pakistan, Philippines, Sri Lanka, and Turkey. Unit root
test results indicate that none of the real exchange rate series are stationary for
these countries. Therefore, it can be claimed that PPP does not hold for these
countries when PPP is defined in terms of real exchange rate.

I. Introduction

Purchasing power parity (PPP) states that the changes in the nominal
exchange rates should reflect the differences between domestic and for-
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eign inflation rates. This is the relative definition of PPP. Absolute version
of PPP states that price levels in two different countries should be equal
to each other when expressed in terms of the same currency. If domestic
and / or foreign prices change, then the nominal exchange rate changes in
such a way as to keep real exchange rate constant. If nominal exchange
rates move in parallel with PPP, then the real exchange rate will not
change. Thus changes in the nominal exchange rates will not affect the
international competitiveness. However, there may be deviations from
PPP in the short run. Deviations in the real exchange rates may source
from monetary and real (structural) factors. Exchange rates tend to move
rapidly relative to prices; therefore it is possible to observe a sudden jump
and substantial deviations in the exchange rates from the rates implied by
PPP after a monetary expansion. PPP does not hold in the short-run after
an increase in the money stock, but PPP relationship is expected to hold
in the long run. Another important point which should be mentioned is
that the relationship between central bank independence and macroeco-
nomic policies. It has been observed that the central bank independence
implies consistency between exchange rate and macroeconomic policies
(Mishkin, 1997). Less independent central banks follow expansionary
macroeconomic policies that results inflation. Higher domestic inflation
rates result overvaluation of the real exchange rates and cause deviations
from the rates implied by PPP (Do¤anlar, 1995).

If the sources of deviations from PPP are real disturbances, a new equi-
librium real exchange rate will occur and deviations from PPP will persist.
Therefore, exchange rates and relative prices will not move together.
Changes in the terms of trade or productivity are the examples for the real
disturbances (Dornbusch, 1991; Dornbusch and Fischer, 1994). In gener-
al monetary disturbances are effective in the short run and lead to transi-
tory deviations from PPP, however the real exchange rate will return to its
initial equilibrium level in the long run. On the other hand, real distur-
bances that are permanent may lead to permanent deviations from PPP
(Levich, 1985). 

This study examines validity of PPP in the long run by analyzing the
time series properties of the real exchange rate series. Stationarity of the
real exchange rates is analyzed by using unit root tests. PPP will be valid
in the long run if the real exchange rate series are stationary, in other
words they do not contain unit roots.

Although PPP was tested for developed countries by analyzing the
time series properties of the real exchange series, empirical test of PPP



using real exchange rates were undermined for developing countries. The
studies on the real exchange rate for developing countries were mostly in
the form of calculating the real exchange rate series. The time series prop-
erties of the real exchange rate series have not been analyzed. This is the
first such study that fills a gap on this subject. Some of the studies that
tested PPP using real exchange rate series for developed countries are car-
ried out by Lothian and Taylor (1996), Cuddington and Liang (2000) and
they found that the real exchange rate series do not contain a unit root;
hence PPP is valid in general. However, this study finds that the real
exchange rate series for the developing countries under consideration con-
tain unit roots and therefore PPP cannot be validated in the long run.

The data used in this study are quarterly observations from 1986.1 to
1997.4 for 18 developing countries. These 18 countries have been select-
ed among the countries which have adopted one type of flexible exchange
rate system according to IMF definition. The difference of this work from
the others is that there has not been any study in the literature that exam-
ined the validity of PPP for developing countries by using real exchange
rate series. Therefore this study intends to fill the gap in the applied liter-
ature.

II. Purchasing Power Parity 

PPP simply suggests that nominal exchange rate should be determined
according to the differences between foreign and domestic rates of infla-
tion (Cheung and Lai, 1998). It is possible to specify and estimate the PPP
in three different forms. The most restrictive form of PPP is the real
exchange rate  (2.1) that imposes homogeneity on the price level terms.
Testing validity of PPP will depend on analyzing the time series proper-
ties of the real exchange rates. PPP holds in the long run only when the
real exchange rate is stationary and contains no unit root. If the real
exchange rate is not stationary, then the deviations in the real exchange
rate will be permanent and nominal exchange rate will not move in paral-
lel with the relative prices. This will mean PPP does not hold. The real
exchange rate rt is expressed in logarithms in (2.1) where st is the nomi-
nal exchange rate, pt is domestic prices and pt

* is foreign prices. Testing
the random walk hypothesis (α1=0) in (2.2) will mean that whether or not
PPP holds is questioned (Pentecost, 1993).
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rt = st - pt + pt
* (2.1)

rt = α0 + α1 rt-1 +  ut (2.2)

It is possible to test PPP by using (2.3). This is a less restrictive ver-
sion of PPP. Early empirical studies on PPP were focused mainly on the
value of the slope coefficient of ß1. Specifically, a simple test for PPP
would be an examination of whether the coefficient of ß1 is significantly
different from unity (Cheung and Lai, 1998). Development of the cointe-
gration techniques involves studying if the exchange rate and relative
price series move together in the long run. In other words, the cointegra-
tion coefficient that is ß1 in (2.3) should be equal to unity if PPP holds
(Levi, 1996).

st = ß0 + ß1 ( pt -  pt
* ) + ut (2.3)

The third and the least restrictive version of PPP is formulated in (2.4)
where the homogeneity assumption of prices is removed. This version
involves in searching for a long-run equilibrium relationship between
nominal exchange rate, foreign price and domestic price series using coin-
tegration methods. However, it is not certain how the coefficient will be
interpreted even if a cointegrating relationship is found among these three
series (Cheung and Lai, 1998).

st = ß0 + ß1 ( pt ) +ß1 ( pt
* ) + ut (2.4)

This study will examine the validity of PPP by analyzing the time
series properties of the real exchange rates that is the most restrictive form
of PPP. It is possible to test PPP by using the other versions.1 To serve as
a benchmark for comparison, the period from 1986.1 to 1997.4 has been
determined as the longest available quarterly observations for these 18
developing countries. Source of the all data is IMF International Financial
Statistics. All real exchange rate series are expressed in logarithms. Real
exchange rate can be expressed as in (2.5) if the logarithm of equation
(2.1) is taken. (2.5) is used in this study in order to analyze the time series
properties of the real exchange rate series. Nominal exchange rates are the
bilateral exchange rate of these countries against the US dollar. Consumer

1 See Do¤anlar (1999) for Less restrictive versions of PPP.
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prices index is used to represent foreign and domestic prices (1990=100).
The real exchange rate series for each country are defined in terms of both
Unites States consumer prices and industrialized countries' consumer
prices and stationarity of the series will be examined by using both
Augmented Dickey-Fuller (ADF) and Phillips-Perron (P-P) tests. We have
used industrialized countries' price indices, because the countries that we
choose may have trade with most of the industrialized countries as well.
Testing for the stationarity will mean whether the real exchange rate series
contain a unit root. If the real exchange rate series contain a unit root they
will be called as nonstationary. This indicates that PPP does not hold
according to the real exchange version (2.1). The countries which follow
flexible exchange rate system have been selected because under fixed
exchange rate systems, the nominal exchange rates are kept unchanged for
a long time and inflation differences are not reflected over the nominal
exchange rates.

rt =ln [ st x ( pt
* /  pt )] (2.5)

A time series is said to be weakly stationary when its mean, variance
and covariance are all independent of time. If a time series requires d
order differencing to be stationary, then it is said that this series is inte-
grated of order d. Stationarity of the economic time series is tested by
using both Dickey-Fuller (1979, 1981) and Phillips-Perron (1988) tests.
All the estimations were conducted using Econometric views 3.0 pro-
gram. The appropriate order of k in ADF is determined according to the
criteria based on Perron (1989). This criteria consists in determining a rel-
atively long lag length and reducing the number of lags by usual t-test.
The process is repeated until the t-test of the last lagged term is significant
at the 10 % critical bound. Once the appropriate lag length is determined,
diagnostic checking for serial correlation is conducted by applying LM
tests. ADF involves estimating equation (2.6) where k=12.

k
∆rt = α0 + α1t + ϒrt-1 + Σ ß∆rt-i + εt (2.6)

i=1

Lothian and Taylor (1996), and Cuddington and Liang (2000) con-
ducted similar studies for developed countries by using Dickey-Fuller and
Phillips-Perron tests. Lothian and Taylor (1996) claim that PPP holds



between French frank and pound, and dollar-pound since the real
exchange rate series are stationary. However, Cuddington and Liang
(2000) found that the real exchange rate between dollar and pound is not
stationary and therefore they claim that PPP cannot be validated.

The results of this study are presented in the Tables 1 to 4. Results of
the Dickey-Fuller tests are presented in Tables 1 and 2, and Tables 3 and
4 present results of Phillips-Perron tests. Tables 1 and 3 present the unit
root test results for the  real exchange rate series where the series defined
in terms of industrialized countries' prices. Tables 2 and 4 present the unit
root results where real exchange rate series are defined in terms of United
States' consumer prices.

Both Dickey-Fuller and Phillips-Perron test statistics indicate that we
cannot reject the presence of unit roots for both definitions of real
exchange rate series even at 10 % level of significance. Therefore, the unit
root test results show that the real exchange rate series defined in terms of
both United States and industrialized countries' prices are nonstationary at
their levels. In other words, real exchange rate series for these 18 coun-
tries are integrated of order one, that is I (1). Presence of a second root in
the series were not tested, because it is sufficient to reject the validity of
PPP since real exchange rate series are found to be I (1).
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ADF(ττττ) k 1% 5% 10%

Bolivia -2.69 (10) -4.15 -3.50 -3.18
Chile -2.55 (1)
Mexico -2.10 (3)
Ecuador -2.87 (10)
Uruguay -2.96 (8)
Costa Rica -3.15 (1)
Dominian Rep. -2.54 (1)
Jamaica -1.13 (7)
Morocco -3.11 (7)
Ghana -1.79 (4)
Nigeria -0.08 (11)
India -1.70 (11)
Indonesia -2.33 (1)
S. Korea -2.71 (3)
Pakistan -1.04 (10)
Philippines -1.58 (7)
Sri Lanka -1.57 (8)
Turkey -2.75 (12)

Table 1: Dickey-Fuller Unit Root Test

(Industrialized Country Prices)

Notes: k shows lag order in ADF.
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ADF(ττττ) k 1% 5% 10%

Bolivia -2.81 (10) -4.15 -3.50 -3.18
Chile -2.54 (1)
Mexico -2.06 (3)
Ecuador -1.49 (8)
Uruguay -3.06 (8)
Costa Rica -3.11 (1)
Dominican Rep. -2.57 (1)
Jamaica -1.10 (7)
Morocco -3.10 (7)
Ghana -1.81 (4)
Nigeria -0.09 (11)
Indian -1.62 (11)
Indonesia -2.36 (1)
S. Korea -2.55 (3)
Pakistan -1.12 (10)
Philippines -1.72 (7)
Sri Lanka -1.85 (8)
Turkey -2.55 (12)

Table 2: Dickey-Fuller Unit Root Test

(U.S.A. Prices)

Notes: k shows lag order in ADF.
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P-P(ττττ) %1 %5 %10

Bolivia -3.10 -4.15 -3.50 -3.18

Chile -2.47
Mexico -2.17 
Ecuador -2.16 
Uruguay -1.68 
Costa Rica -2.91 
Dominican Rep. -2.52 
Jamaica -1.64 
Morocco -2.48 
Ghana -1.96 
Nigeria -1.38 
India -2.23 
Indonesia -1.90 
S. Korea -1.18 
Pakistan -2.39 
Philippines -2.33 
Sri Lanka -2.80 
Turkey -1.95 

Table 3: Phillips-Perron Unit Root Test

(Industrialized Country Prices)

Notes: The appropriate lag order is 3 according to Newey-West.
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The reasons for the deviations from PPP to occur for these 18 devel-
oping countries might source from several factors. 

First of all, when the validity of PPP is examined by using the real
exchange rate series, the analysis depends on a restrictive assumption of
homogeneity between domestic and foreign prices. However, price
indices might show differences internationally. The group of countries
that we compare are developing and developed countries. Therefore, these
countries that are at different levels of development might have price
indices constructed with different basket of goods. Because a typical Sri
Lankan or Bolivian consumer will buy a different basket of goods com-
pared to a typical Japanese or US consumer's basket of goods. In this case,
PPP could perform better if the prices of individual goods in both coun-
tries are compared. Therefore validity of PPP can be violated if aggregate
prices are used (Melvin, 1989).

P-P(ττττ) 1% 5% 10%

Bolivia -3.13 -4.15 -3.50 -3.18
Chile -2.26
Mexico -2.15 
Ecuador -2.14 
Uruguay -1.70 
Costa Rica -2.89 
Dominican Rep. -2.54 
Jamaica -1.69 
Morocco -2.52 
Ghana -1.97 
Nigeria -1.39 
India -2.31 
Indonesia -1.89 
S. Korea -1.10 
Pakistan -2.36 
Philippines -2.31 
Sri Lanka -2.79 
Turkey -1.93 

Table 4: Phillips-Perron Unit Root Test

(U.S.A. Prices)

Notes: The appropriate lag order is 3 according to Newey-West.



Apart from the problems in using national price indices the equilibri-
um real exchange rate might be changed by other factors which are called
as real disturbances such as tariffs, differences in technology/productivi-
ty, changes in terms of trade, capital flows and government policies
(Edwards, 1988; Melvin, 1989). The real factors of these countries might
result in a permanent deviation from the rate implied by PPP. It is highly
possible that the deviations from PPP might source from the real factors
when the economic structures of developing countries are considered. A
permanent change in the terms of trade or tariffs might result in a perma-
nent deviation in the equilibrium real exchange rate, which means that a
new equilibrium real exchange rate will occur.

III. Conclusion

This study examined that whether or not the nominal exchange rates for
18 developing countries were determined according to the rate implied by
PPP and therefore time series properties of the real exchange rate series
were analyzed. The real exchange rate series defined in terms of both
United States and industrialized countries' prices indicate that the series
are nonstationary at their levels. The result of this study could not find
supportive evidence for long run PPP. However, this study assumed a
restrictive assumption of homogeneity between prices. National price
indices might create a measurement problem as well. Finally, changes in
the real factors might cause a permanent deviation in the real exchange
rates and hence PPP could be invalidated. 
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GLOBAL CAPITAL MARKETS

Global economy grew during the first half of 2000, as the world economy
recovered from the financial crises that prevailed in 1997-98 period,
despite the higher oil prices and a weakening in many equity markets. In
the past two years global economic growth rose from a rate of 2.6 percent
in 1998 to 3.4 percent in 1999 to an estimated 4.7 percent in 2000.
Although the overall outlook is positive, increasing expectations of a
slowdown of the US economy, a decreasing earnings potential of the
Technology Media and Telecom (TMT) sector influenced the emerging
bond and equity markets in the last quarter of 2000. As a result forecasts
for US GDP growth began to be revised down successively each month
beginning from October. The US manufacturing sector's retreat accelerat-
ed in November while in the euro-zone activity slowed down. The outlook
for growth in Europe and Japan remained broadly unchanged in the last
quarter, it was also revised down in December. However, output is set to
expand at rates above potential over the coming two years. 

Emerging equity markets continued to underperform in comparison
with the mature markets in the last quarter of 2000 although Nasdaq had
declined by -32.7 %. The decline in the emerging markets was broad-
based with all the major equity markets  falling except Poland and Czech
Republic. The reasons behind the decline in emerging equity markets
were the declines in the TMT sector (which was responsible for at least
half and up to two-thirds in Asia). However, the decline in the equity mar-
kets was not only attributable to the declines in the TMT sector, but the
role of other factors, in particular, the vulnerability of emerging markets
to a global economic slowdown. As a result of the decline in the Asian
equity markets trailing P/E ratios decreased to levels at or below the lev-
els at the time of the Asian crisis in November 1997.             

The performances of some developed stock markets with respect to
indices indicated that Nikkei-225 and FTSE-100 decreased by -12.46%
and by -1.14%, respectively, while DJI increased by 1.28% on December
29 as of September 29. When US$ based  returns of some emerging mar-
kets are compared, China is the best performer with 39.6% and Venezuela
follows with 17,2%. In the same period Indonesia, Korea, Thailand and

The ISE Review Volume: 4  No: 16  October/November/December 2000
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Turkey (ISE) are the worst performers that caused their investors lose -
55.7%, -54.8%, -51.4% and -51.1% respectively. The three other low per-
forming markets are Egypt, Philippines and Taiwan with -49.2%, -46.5%
and -45% returns, respectively. The performances of emerging markets
with respect to P/E ratios as of end-December indicated that the highest
rates were obtained in Argentina (293.3) Malaysia (71.7), Chile (31.8) and
Philippines (28.2) and the lowest rates in Thailand (-12.4), Indonesia
(-6.5) and South Africa (10.7). 
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Market Capitalization (USD Million, 1986-1999)

Global Developed Markets Emerging Markets ISE

1986 6,514,199 6,275,582 238,617 938
1987 7,830,778 7,511,072 319,706 3,125
1988 9,728,493 9,245,358 483,135 1,128
1989 11,712,673 10,967,395 745,278 6,756
1990 9,398,391 8,784,770 613,621 18,737
1991 11,342,089 10,434,218 907,871 15,564
1992 10,923,343 9,923,024 1,000,319 9,922
1993 14,016,023 12,327,242 1,688,781 37,824
1994 15,124,051 13,210,778 1,913,273 21,785
1995 17,788,071 15,859,021 1,929,050 20,782
1996 20,412,135 17,982,088 2,272,184 30,797
1997 23,087,006 20,923,911 2,163,095 61,348
1998 26,964,463 25,065,373 1,899,090 33,473
1999 36,030,810 32,956,939 3,073,871 112,276

Source: IFC Factbook 2000.

Source: FIBV, Monthly Statistics, December 2000.

Comparison of Average Market Capitalization (USD Million, December 2000)
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Worldwide Share of Emerging Capital Markets
(1986-1999)

Source : IFC Factbook, 2000.

Source: IFC Factbook 2000.

Share of ISE’s Market Capitalization in World Markets
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Turnover Value of Share Trading Market Cap. of Share

Market Velocity Market (millions USD $) Up to Market of Domestic Companies

Year Total (2000/1 -2000/12) (millions USD $)

Nasdaq 383.9% Nasdaq 19,798,799.3 NYSE 11,442,383.3
Taiwan 259.3% NYSE 11,060,046.0 Nasdaq 3,578,592.9
Korea 243.0% London 4,558,662.9 Tokyo 3,157,221.8
Madrid 228.4% Tokyo 2,315,501.0 London 2,576,991.9
Istanbul 181.7% Deutsche Börse 2,120,128.8 Euronext Paris 1,446,634.1
Italy 130.5% Chicago 1,190,087.0 Deutsche Börse 1,270,243.2
Deutsche Börse 128.6% Euronext Paris 1,064,866.0 Switzerland 792,316.0
Oslo 98.2% Madrid 1,035,595.4 Toronto 770,116.2
Stockholm 97.7% Italy 1,019,625.3 Italy 768,363.5
Euronext Amsterdam 97.6% Taiwan 986,271.7 Euronext Amsterdam 640,456.3
NYSE 87.7% Amex 945,390.7 Hong Kong 623,397.8
Switzerland 86.5% Euronext Amsterdam 678,763.7 Madrid (Spain) 504,219.3
Lisbon 81.3% Switzerland 638,374.6 Australian 372,794.4
Copenhagen 80.9% Toronto 636,535.3 Stockholm 328,339.1
Barcelona 73.9% Korea 556,246.3 Helsinki 293,634.8
Euronext Paris 71.9% Stockholm 485,288.3 Taiwan 247,601.9
London 69.3% Hong Kong 376,664.1 Johannesburg 204,300.8
Bilbao 68.6% Osaka 325,552.4 Euronext Brussels 182,481.0
Warsaw 66.0% Bilbao 271,423.2 Singapore 152,826.7
Athens 65.0% Australian 226,484.9 Korea 148,361.2
Helsinki 63.7% Helsinki 208,326.1 Mexico 125,203.9
Hong Kong 60.8% Istanbul 178,997.6 Kuala Lumpur 113,155.9
Tokyo 58.8% Copenhagen 102,636.2 Copenhagen 111,818.6
Singapore 58.5% Sao Paulo 101,537.4 Athens 107,574.2
Australian 57.4% Athens 96,006.9 Amex 86,775.3
Thailand 54.5% Singapore 95,153.1 Irish 81,882.4
New Zealand 49.3% Johannesburg 77,446.1 Istanbul 69,658.9
Sao Paulo 43.9% Oslo 69,241.7 Tel-Aviv 66,742.9
Tel-Aviv 39.8% Lisbon 54,894.3 Oslo 65,774.1
Jakarta 37.2% Kuala Lumpur 52,868.7 Lisbon 60,680.5
Johannesburg 35.5% Mexico 45,768.4 Santiago 60,400.8
Vienna 34.4% Barcelona 45,556.7 Buenos Aires 45,839.6
Kuala Lumpur 33.4% Euronext Brussels 43,776.9 Luxembourg 34,016.4
Mexico 31.7% Tel-Aviv 28,538.5 Warsaw 31,279.4
Euronext Brussels 23.4% Thailand 21,117.0 Vienna 29,935.2
Philippine 22.9% Warsaw 19,305.4 Thailand 29,217.4
Ljubljana 22.6% Jakarta 15,109.3 Jakarta 26,812.5
Tehran 19.9% Irish 14,380.8 Tehran 26,685.7
Lima 19.5% New Zealand 12,316.3 Philippine 25,980.7
Buenos Aires 17.0% CDNX 10,882.3 New Zealand 18,613.0
Irish 16.9% Buenos Aires 9,700.8 Lima 10,149.3
Osaka 11.8% Vienna 9,641.6 Ljubljana 3,099.7
Colombo 9.9% Philippine 8,531.4 Colombo 1,074.1
Santiago 9.4% Santiago 6,105.3 Montreal 724.8

Source: FIBV. Monthly Statistics. December 2000.

Main Indicators of Capital Markets (December 2000)
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Global Developed Emerging ISE
Emerging/ ISE/

Global (%) Emerging (%)

1986 3,573,570 3,490,718 82,852 13 2.32 0.02
1987 5,846,864 5,682,143 164,721 118 2.82 0.07
1988 5,997,321 5,588,694 408,627 115 6.81 0.03
1989 7,467,997 6,298,778 1,169,219 773 15.66 0.07
1990 5,514,706 4,614,786 899,920 5,854 16.32 0.65
1991 5,019,596 4,403,631 615,965 8,502 12.27 1.38
1992 4,782,850 4,151,662 631,188 8,567 13.20 1.36
1993 7,194,675 6,090,929 1,103,746 21,770 15.34 1.97
1994 8,821,845 7,156,704 1,665,141 23,203 18.88 1.39
1995 10,218,748 9,176,451 1,042,297 52,357 10.20 5.02
1996 13,616,070 12,105,541 1,510,529 37,737 11.09 2.50
1997 19,484,814 16,818,167 2,666,647 59,105 13.69 2.18
1998 22,874,320 20,917,462 1,909,510 68,646 8.55 3.60
1999 31,021,065 28,154,198 2,866,867 81,277 9.24 2.86

Source: IFC Factbook. 2000.

Number of Trading Companies (1986-1999)

Global Developed Emerging ISE Emerging/ ISE/

Global (%) Emerging (%)

1986 28,173 18,555 9,618 80 34.14 0.83
1987 29,278 18,265 11,013 82 37.62 0.74
1988 29,270 17,805 11,465 79 39.17 0.69
1989 25,925 17,216 8,709 76 33.59 0.87
1990 25,424 16,323 9,101 110 35.80 1.21
1991 26,093 16,239 9,854 134 37.76 1.36
1992 27,706 16,976 10,730 145 38.73 1.35
1993 28,895 17,012 11,883 160 41.12 1.35
1994 33,473 18,505 14,968 176 44.72 1.18
1995 36,602 18,648 17,954 205 49.05 1.14
1996 40,191 20,242 19,949 228 49.64 1.14
1997 40,880 20,805 20,075 258 49.11 1.29
1998 47,465 21,111 26,354 277 55.52 1.05
1999 49,640 23,326 26,314 285 53,01 1.08

Source: IFC Factbook 2000.

Trading Volume (USD millions. 1986-1999)
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Price-Earnings Ratios in Emerging Markets (1993-2000)

1993 1994 1995 1996 1997 1998 1999   2000

Argentina 41.9 17.7 15.0 38.2 17.1 13.4 39.0 293.3
Malaysia 43.5 29.0 25.1 27.1 13.5 21.1 -19.1 71.7
Chile 20.0 21.4 17.1 27.8 15.9 15.1 37.7 31.8
Philippines 38.8 30.8 19.0 20.0 12.5 15.0 24.0 28.2
Czech Rep. 18.8 16.3 11.2 17.6 8.8 -11.3 -14.8 21.0
Poland 31.5 12.9 7.0 14.3 10.3 10.7 22.0 19.4
Korea 25.1 34.5 19.8 11.7 11.6 -47.1 -27.7 19.3
Greece 10.2 10.4 10.5 10.5 13.1 33.7 55.6 19.2
Turkey 36.3 31.0 8.4 10.7 18.9 7.8 33.8 15.2
India 39.7 26.7 14.2 12.3 16.8 13.5 22.0 14.8
Hungary 52.4 -55.3 12.0 17.5 25.2 17.0 18.2 14.3
Taiwan, China 34.7 36.8 21.4 28.2 32.4 21.7 49.2 13.7
Mexico 19.4 17.1 28.4 16.8 22.2 23.9 14.1 12.5
Brazil 12.6 13.1 36.3 14.5 15.4 7.0 25.1 11.7
Jordan 17.9 20.8 18.2 16.9 12.8 15.9 13.6 10.7
S.Africa 17.3 21.3 18.8 16.3 12.1 10.1 17.4 10.7
Indonesia 28.9 20.2 19.8 21.6 11.2 -106.2 -10.5 -6.5
Thailand 27.5 21.2 21.7 13.1 4.8 -3.7 -14.5 -12.4

Source: IFC Factbook. 1999; IFC. Monthly Review, December 2000.
Note: Figures are taken from IFC Global Index Profile.
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Market Vaule/Book Vaule Ratios  (1993-2000)

1993 1994 1995 1996 1997 1998 1999 2000

Greece 1.9 1.9 1.8 2.0 2.9 4.9 9.4 4.0
Turkey 7.2 6.3 2.7 4.0 9.2 2.7 8.8 3.1
Hungary 1.6 1.7 1.2 2.0 3.7 3.2 3.6 2.5
India 4.9 4.2 2.3 2.1 2.7 1.9 3.1 2.5
Poland 5.7 2.3 1.3 2.6 1.6 1.5 2.0 2.2
S.Africa 1.8 2.6 2.5 2.3 1.9 1.5 2.7 2.1
Mexico 2.6 2.2 1.7 1.7 2.5 1.4 2.2 1.7
Taiwan, China 3.9 4.4 2.7 3.3 3.8 2.6 3.3 1.7
Indonesia 3.1 2.4 2.3 2.7 1.5 1.6 2.9 1.6
Thailand 4.7 3.7 3.3 1.8 0.8 1.2 2.6 1.6
Chile 2.1 2.5 2.1 1.6 1.6 1.1 1.8 1.5
Malaysia 5.4 3.8 3.3 3.8 1.8 1.3 1.9 1.5
Brazil 0.5 0.6 0.5 0.7 1.1 0.6 1.6 1.4
Jordan 2.0 1.7 1.9 1.7 1.6 1.8 1.5 1.3
Czech Rep. 1.3 1.0 0.9 0.9 0.8 0.7 1.2 1.2
Philippines 5.2 4.5 3.2 3.1 1.7 1.3 1.5 1.2
Argentina 1.9 1.4 1.3 1.6 1.8 1.3 1.5 1.0
Korea 1.4 1.6 1.3 0.8 0.6 0.9 2.0 0.8

Source: : IFC Factbook. 1996-1999; IFC Monthly Review, December 2000.

Comparison of Market Returns In USD
(31/12/99 - 3/1/2001)

Source: The Economist, January 2001.
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Foreigners’ Share in the Trading Volume of the ISE
(Jan. 95-December 2000)

Source: ISE Data.
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Price Correlations of the ISE
(December 1995 - December 2000)

Source : IFC Monthly Review, December 2000.
Notes : The correlation coefficient is between -1 and +1. If it is zero, for the given period. it is implied that there

   is no relation between two serious of returns. For monthly return index correlations (IFCF) see. IFC.
   Monthly Review. December 2000.
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Comparison of Market Indices (Dec 97=100)
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ISE
Market Indicators

Total Daily Average
(US$ Million) (%) TL(1) TL(2) US $(US$

Million)(TL Billion)(US$
Million)(TL Billion)(TL Billion)

Q: Quarter
Note:
- Between 1986-1992, the price earnings ratios were calculated on the basis of the companies' previous year-end net

profits. As from 1993,
TL(1) = Total market capitalization / Sum of last two six-month profits
TL(2) = Total market capitalization / Sum of last four three-month profits.
US$  = US$ based total market capitilization / Sum of last four US$ based three-month profits.
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STOCK MARKET

Total Value Market Value
Dividend

Yield P/E Ratios

The ISE Review Volume: 4  No: 16  October/November/December 2000
ISSN 1301-1642 © ISE 1997

1986 80    9  13    ---     ---     709 938 9,15   5,07   ---  ---  
1987 82    105  118    ---     ---     3.182 3.125 2,82   15,86   ---  ---  
1988 79    149  115    1    ---     2.048 1.128 10,48   4,97   ---  ---  
1989 76    1.736  773    7    3     15.553 6.756 3,44   15,74   ---  --- 
1990 110    15.313  5.854    62    24     55.238 18.737 2,62   23,97   ---  ---
1991 134    35.487  8.502    144    34     78.907 15.564 3,95   15,88   ---  ---
1992 145    56.339  8.567    224    34     84.809 9.922 6,43   11,39   ---  --- 
1993 160    255.222  21.770    1.037    89     546.316 37.824 1,65   25,75   20,72   14,86
1994 176    650.864  23.203    2.573    92     836.118 21.785 2,78   24,83   16,70   10,97
1995 205    2.374.055  52.357    9.458    209     1.264.998 20.782 3,56   9,23   7,67   5,48
1996 228    3.031.185  37.737    12.272    153     3.275.038 30.797 2,87   12,15   10,86   7,72
1997 258    9.048.721  58.104    35.908    231    12.654.308 61.879 1,56   24,39   19,45   13,28
1998 277    18.029.967  70.396    72.701  284    10.611.820 33.975 3,37   8,84   8,11   6,36
1999 285    36.877.335  84.034    156.260  356    61.137.073 114.271 0,72   37,52   34,08   24,95
2000 315    111.165.396  181.934    451.892  740    46.692.373 69.507 1,29   16,82   16,11   14,05
2000/Q1 298    35.003.411  62.647    603.507  1.080    64.197.681 109.197 0,91   30,27   29,92   22,59
2000/Q2 308    30.807.647  50.881    481.369  795    58.216.149 94.117 1,01   26,92   23,54   18,89
2000/Q3 312    20.024.919  31.058    312.889  485    54.628.507 82.400 1,10   19,79   19,90   16,21
2000/Q4 315    25.329.419  37.347    422.157  622    46.692.373 69.507 1,29   16,82   16,11   14,05   
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Q : Quarter

NATIONAL-100 NATIONAL-INDUSTRIALS NATIONAL-SERVICES NATIONAL-FINANCIALS
(Jan. 1986=1) (Dec. 31, 90=33) (Dec. 27, 96=1046) (Dec. 31, 90=33)

NATIONAL-100 NATIONAL-INDUSTRIALS NATIONAL-SERVICES NATIONAL-FINANCIALS NATIONAL-100
(Jan. 1986=100) (Dec. 31, 90=643) (Dec. 27, 96=572) (Dec. 31, 90=643) (Dec. 31, 98=484)

US $ Based
EURO

Based

TL Based

Closing Values of the ISE Price Indices

1986 1,71      --- ---       ---
1987 6,73      ---       ---       ---
1988 3,74      ---       ---       ---
1989 22,18      ---       ---       ---
1990 32,56      32,56      ---       32,56
1991 43,69      49,63      ---       33,55
1992 40,04      49,15      ---       24,34
1993 206,83      222,88      ---       191,90
1994 272,57      304,74      ---       229,64
1995 400,25      462,47      ---       300,04
1996 975,89      1.045,91      1.045,91      914,47
1997 3.451,26      2.660,--       3.593,--       4.522,--
1998 2.597,91      1.943,67      3.697,10      3.269,58
1999 15.208,78      9.945,75      13.194,40      21.180,77
2000 9.437,21      6.954,99      7.224,01      12.837,92
2000/Q1 15.920,10      11.183,62      13.690,36      21.813,72
2000/Q2 14.466,12      10.749,21      12.929,68      19.348,60
2000/Q3 11.350,30      8.913,77      8.620,02      15.332,61      
2000/Q4 9.437,21      6.954,99      7.224,01      12.837,92

1986 131,53      ---      ---      --- ---
1987 384,57      ---      ---      --- ---
1988 119,82      ---      ---      --- ---
1989 560,57      ---      ---      --- ---
1990 642,63      642,63      ---      642,63 ---      
1991 501,50      569,63      ---      385,14 ---      
1992 272,61      334,59      ---      165,68 --- 
1993 833,28      897,96      ---      773,13 ---
1994 413,27      462,03      ---      348,18 ---
1995 382,62      442,11      ---      286,83 ---
1996 534,01      572,33      572,00      500,40 ---
1997 982,--       757,--       1.022,--       1.287,-- ---
1998 484,01      362,12      688,79      609,14      484,01  
1999 1.654,17      1.081,74      1.435,08      2.303,71      1.912,46
2000 817,49      602,47      625,78      1.112,08      1.045,57
2000/Q1 1.575,77      1.106,96      1.355,07      2.159,12      1.936,52
2000/Q2 1.360,92      1.011,24      1.216,37      1.820,24      1.673,00
2000/Q3 996,25      782,39      756,61      1.345,79      1.319,59
2000/Q4 817,49      602,47      625,78      1.112,08      1.045,57 
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Total Daily Average
(TL Billion) (US$ Million) (TL Billion) (US$ Million)

Traded Value

Q : Quarter

Repo-Reverse Repo Market

Outright Purchases and Sales Market

Total Daily Average
(TL Billion) (US$ Million) (TL Billion) (US$ Million)

BONDS AND BILLS MARKET

1991 1.476    312    11    2    
1992 17.977    2.406    72    10    
1993 122.858    10.728    499    44    
1994 269.992    8.832    1.067    35    
1995 739.942    16.509    2.936    66    
1996 2.710.973    32.737    10.758    130    
1997 5.503.632    35.472    21.840    141    
1998 17.995.993    68.399    71.984    274    
1999 35.430.078    83.842    142.863    338    
2000 166.336.480    262.941    662.695    1.048    
2000/Q1 16.908.559    29.769    277.189    488    
2000/Q2 47.404.847    77.770    740.701    1.215    
2000/Q3 63.328.729    98.388    989.511    1.537    
2000/Q4 38.694.345    57.014    624.102    920   

1993 59.009  4.794  276  22 
1994 756.683  23.704  2.991  94
1995 5.781.776  123.254  22.944  489
1996 18.340.459  221.405  72.780  879
1997 58.192.071  374.384  230.921  1.486
1998 97.278.476  372.201  389.114  1.489
1999 250.723.656  589.267  1.010.982  2.376
2000 554.121.078  886.732  2.207.654  3.533
2000/Q1 120.833.056  214.855  1.980.870  3.522
2000/Q2 133.805.878  219.777  2.090.717  3.434
2000/Q3 143.318.394  221.964  2.239.350  3.468
2000/Q4 156.163.750  230.136  2.518.770  3.712 
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30 Days 91 Days 182 Days General

1996 103,41 110,73 121,71 110,52
1997 102,68 108,76 118,48 110,77
1998 103,57 110,54 119,64 110,26
1999 107,70 123,26 144,12 125,47
2000 104,84 117,12 140,81 126,95
2000/Q1 106,05 120,72 147,92 117,39
2000/Q2 107,70 125,29 155,16 107,70
2000/Q3 106,86 122,93 151,35 136,34
2000/Q4 104,84 117,12 140,81 126,95

ISE GDS Price Indices (December 25-29, 1995=100)

30 Days 91 Days 182 Days

TL Based

Q : Quarter

US $ Based

TL Based

ISE GDS Performance Indices (December 25-29, 1995=100)

1996 122,84 132,99 144,74
1997 127,67 137,36 151,95
1998 153,97 169,96 186,24
1999 151,02 173,47 212,18
2000 162,19 178,6 224,36
2000/Ç1 146,71 168,41 212,68
2000/Ç2 150,86 173,87 219,58
2000/Ç3 148,86 169,79 213,28
2000/Ç4 162,19 178,6 224,36

1996 222,52 240,92 262,20
1997 441,25 474,75 525,17
1998 812,81 897,19 983,16
1999 1.372,71 1.576,80 1.928,63
2000 1.835,26 2.020,94 2.538,65
2000/Q1 1.457,73 1.673,39 2.113,26
2000/Q2 1.577,08 1.817,72 2.295,52
2000/Q2 1.573,46 1.805,46 2.281,60
2000/Q3 1.667,99 1.902,48 2.389,84
2000/Q4 1.835,26 2.020,94 2.538,65



Book Reviews

"In Search of Shareholder Value: managing the drives of performance",
Andrew Black, Philip Wright, John Davies, 2nd edition, Financial Times
Prentice Hall, London, 2001, pp. ix-355.  

The book aims to explain what shareholder value means and how it can
assist companies and their managers make better, more informed and
more practical decisions. Shareholder value takes the insights of market
analysts, looking at a company from the outside, have developed, trans-
forms them into management tools-tools that can be used throughout the
company to achieve genuine improvements in performance. What is
unquestionable is that in the last decade or so there has been a global
momentum in the economy. Capital markets, indeed, almost all financial
institutions- are increasingly global in outlook. Investors are more sophis-
ticated than ever and want to know more about a company; more than
simply what dividends it has been paying in the past. Profit and loss state-
ments drawn up in traditional ways are no longer enough; cash flow has
become the most important measure.   

The first part aims to introduce the basic concepts of shareholder value
analysis by describing the current economic and global conditions that
make shareholder value so necessary. Then the theory behind shareholder
value is analyzed and the history behind that before asking the important
question: what does your capital cost? Chapter 4 shows that apparently
plain figures of profit and loss cannot be relied on. Rather than looking at
such numbers and earnings per share, the market prefers to increase to
judge a company's performance on its cash flow. This is where the share-
holder value analysis come in, with its seven "value drivers": sales
growth, cash profit margin (earnings before interest, tax, depreciation and
amortization), cash tax rate, working capital, capital expenditure, the risk
and inflation adjusted weighted average cost of capital and competitive
advantage period are outlined in chapter 5. Chapter 6 outlines the various
metric systems used for calculation shareholder value. Whatever refine-
ments of calculation are used, the basic message is the same: cash is what
counts. 

Part 2 moves from theory to practice, and outlines the principles of
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value based management. This part explains how shareholder value tech-
niques are in practice used in corporations for analysis and planning, for
action and implementation and for communication, investor relations and
value reporting. This part also looks at how these shareholder value tech-
niques should be applied not only in the ongoing business of a company,
commonly called value based management, but also in the case of merg-
ers and acquisitions and value re-creation in business turnarounds. 

Part 3 moves from the global way of looking at companies to a more
detailed examination of some of the variety of industrial sectors, noting
that while the "value drivers" may vary, basic shareholder value analysis
can apply to all of them. How shareholder value ideas are being received
and applied in a selection of countries around the world, from the mature
markets of the USA and the UK to the "stakeholder" economies of Europe
and East Asia are reported. How the shareholder value model can be
adopted successfully in developing economies is analyzed.  

In part 4 everything is brought together and the future of value report-
ing is considered. Current trends are given to create a hypothetical com-
pany report of the future, where value creation is truly taken seriously- to
the benefit of all concerned.

Modern Auditing, Graham W. Cosserat, John Wiley & Sons Ltd.,
Chichester, 1999, s. vii-652. 

Auditing services have been changing rapidly over the last decade. The
objective of this book is to provide a comprehensive and integrated cov-
erage of the latest developments in the environment and methodology of
auditing. 

Chapters 1-4 set out the audit environment dealing with the role and
organization of the accounting profession in the context of auditing, the
nature and purpose of financial statement audits, an explanation of the
nature and significance of ethical responsibilities in meeting professional
expectations and a discussion as to the legal responsibility of auditors to
those relying on their services. 
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Chapters 5 to 11 explain the basic techniques of planning and per-
forming the audit. In Chapter 5, four fundamentals of auditing: audit
objectives, audit evidence, auditing procedures and the documentation of
audit evidence in working papers are discussed.   

In Chapter 6, the phases of a financial statement audit are identified
and briefly explained. Second, the steps involved in completing the initial
phase of an audit- accepting the engagement- are discussed. Third, the
steps involved in the planning phase of the audit are identified followed
by an in-depth coverage of the first two steps in the planning phase, name-
ly obtaining an understanding of the entity's business and industry, and
performing analytical procedures. 

In Chapter 7, the concept of the materiality used in auditing is defined
and factors considered by the auditors in making preliminary judgements
about this important variable are discussed. 

Chapter 8 describes the nature of an entity's accounting and internal
control systems and explains the auditors' responsibility for obtaining an
understanding of those systems. It describes how the auditors test the
design effectiveness of the accounting and internal control systems to
form a preliminary assessment of the level of control risk. The chapter
then explains how the auditors plan and perform further tests of controls
to support (or otherwise) that preliminary assessment.         

Chapter 9 explains how the understanding of the accounting and inter-
nal control systems and the assessment of control risk are used in design-
ing substantive procedures. This involves determining the nature, timing
and extent of the procedures to be performed. 

Chapter 10 explains the basic concepts of audit sampling and their
application in tests of controls and substantive tests of detail. Four case
studies in this chapter illustrate the use of sampling in the performance of
auditing procedures. The first case study involves the use of non-statisti-
cal sampling while the other three illustrate the use of different statistical
sampling plans in auditing. 

Chapter 11 explains and illustrates the auditors' responsibilities in
compliance with Auditing Standards when a computer system is used in
processing financial information. 

Chapter 12 examines the audit of the balance in debtors (accounts
receivable) and of the transaction classes of sales, cash receipts and sales
adjustments. It identifies the audit objectives that apply to the relevant
transaction classes and account balances for each of the financial state-
ment assertions that were explained in Chapter 5. 



Chapter 13 begins by identifying the audit objectives for each of the
financial statement assertions that apply to the transaction classes men-
tioned above and to the trade creditors and accrued payroll liability bal-
ances. The rest of the chapter follows the audit process -from obtaining
the understanding of the accounting and internal control systems, through
assessment of inherent and control risk to the design and execution of sub-
stantive procedures. 

The first half of Chapter 14 deals with the audit of stocks (inventories)
and the second half with the audit of tangible fixed assets (property, plant
and equipment). 

Chapter 15 is concerned primarily with the application of substantive
audit procedures aimed at verifying these account balances. 

Chapters 16 and 17 explain the tasks of evaluating the evidence and of
formulating and expressing an opinion. The former describes several key
responsibilities of the auditors in completing an audit of financial state-
ments while the latter expands on the reporting of findings . 

The final chapter looks to the future and identifies issues such as the
role and relevance of the auditor in the new millennium likely to be of
concern to the next generation of auditors. Developments in information
technology are reviewed, with specific emphasis on electronic commerce
and the use of Internet. 
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