Oktay Giivemli Accounting and

M U g-ar A\’ Financial History Foundation
.2012+ = (MUFTAV)

W
GOVEMLT MyRASEBE vE FINANS AR

SAYI/ISSUE:20 E-ISSN: 2651-3870 OCAK/JANUARY 2021

Muhasebe ve Finans Tarihi Arastirmalari Dergisi
Accounting and Financial History Research Journal

J. Savary’s Commentary — Historical Aspects In Development of the Accounting Reporting
Mikhail [. Kuter, Marina M. Gurskaya, A.G. Shikhidi

Regulating Auditing in Saudi Arabia: From State to Self Regulation
Hussam A. Al-Angari

Organization of Audit Profession in Albania from the Perspective of Auditing Regulations
Mustafa Ug, Alba Kruja

Istanbul Telephone Company from Concession to Nationalization: A Study in Business
History (1909-1936)

Sirn Emrah Uger

Assyrian Trade Structure of Accounting in Anatolia
Zeynep Hatunoglu

Tiirkiye’de Cumhuriyet Dénemi ile Birlikte Siit Endiistrisinin Kurulusu ve Gelisimi Uzerine
Bir inceleme (1923-1963)
Mehmed Gokhan Polatoglu



Oktay Giivemli Muhasebe ve Finans Tarihi Vakfi (MUFTAV) Yaymmdir.

e Publication of the Oktay Giivemli Accounting and Financial History Foundation.

[/
W?H’GﬁVEMLf MUl

: T
HASEBE VE FINANS TARYS

MUHASEBE VE FINANS TARIiHI ARASTIRMALARI DERGISI
Accounting and Financial History Research Journal

Yil / Year: 11 Say1/ Issue: 20
Ocak / January 2021

Hakemli Dergi
Refereed Journal

Genel Yayin Yonetmeni ve Editor
Director and Editor in Chief

Prof. Dr. Batuhan GUVEMLI

Yayin Kurulu / Editorial Board
Prof. Dr. Sudi APAK
Prof. Dr. Shawki FARAG
Prof. Dr. Esteban Hernandez-ESTEVE
Prof.Dr. Vyacheslav SOKOLOV
Prof.Dr. Fatih Coskun ERTAS
Prof.Dr. Mehmet OZBIRECIKLI
Prof.Dr. Mikail EROL

Alan Editorleri / Field Editors
Prof. Dr. Cengiz TORAMAN — Muhasebe Tarihi / Accounting History
Prof. Dr. Ozer ERTUNA — Finans Tarihi / Finance History
Prof. Dr. Silleyman YUKCU — isletme Tarihi / Business History

Iletisim / Contact
19 Mayis Mh. 19 Mayis Cd. No: 37/16 UBM Plaza. Sisli / Istanbul / TURKEY
Tel: 0212 248 19 36 - 240 33 39
Fax: 0212 231 01 69
Web: https://dergipark.org.tr/tr/pub/muftad
E-mail: guvemli.muftav@yahoo.com
icerikten yalnizca makale yazarlari sorumludur.
The authors are solely responsible for the content.
Alt1 ayda bir yayinlanir. Published twice a year.

E-ISSN 2651-3870


https://dergipark.org.tr/tr/pub/muftad
mailto:guvemli.muftav@yahoo.com

Muhasebe ve Finans Tarihi Arastirmalar1 Dergisi

Accounting and Financial History Research Journal

Bilim ve Hakem Kurulu / Scientific Board

Prof. Dr. Sudi APAK - Istanbul Esenyurt Universitesi, Tiirkiye

Prof. Dr. Ismail BEKCI - Siileyman Demirel Universitesi, Tiirkiye

Prof. Dr. Nuran COMERT - Marmara Universitesi, Tirkiye

Prof. Dr. Adem CABUK - Uludag Universitesi, Tiirkiye

Prof. Dr. Kiymet TUNCA CALIYURT - Trakya Universitesi, Tiirkiye

Prof. Dr. Mehmet ERKAN -istanbul Universitesi, Tiirkiye

Prof. Dr. Mikail EROL - istanbul Esenyurt Universitesi, Tiirkiye

Prof. Dr. Fatih Coskun ERTAS - Atatiirk Universitesi, Tiirkiye

Prof. Dr. Esteban Herndndez-ESTEVE - Autonomous University of Madrid, Spain

Prof. Dr. Shawki FARAG - The American University in Cairo, Egypt

Prof. Dr. Ayse Umit GOKDENIZ - Marmara Universitesi, Turkiye

Prof. Dr. Vasfi HAFTACI- Kocaeli Universitesi, Tirkiye

Prof. Dr. Yunus KISHALI - Beykent Universitesi, Turkiye

Prof. Dr. Mikhail I. KUTER - Kuban State University, Russia

Prof. Dr. Akira NIN - The University of Kitakyusyu, Japan

Prof. Dr. David OLDROYD - Durham University, UK

Prof. Dr. Mehmet OZBIRECIKLI - Mustafa Kemal Universitesi, Turkiye

Prof. Dr. Yildiz OZERHAN — Hac1 Bayram Veli Universitesi, Ttirkiye

Prof. Dr. Gary J. PREVITS - Case Western Reserve University, Cleveland, USA

Prof. Dr. Alan SANGSTER - Middlesex University, London, UK

Prof. Dr. Massimo SARGIACOMO - University G.d’ Annunzio, Pescarai Italy

Prof. Dr. Seval Kardes SELIMOGLU - Anadolu Universitesi, Tiirkiye

Prof. Dr. Vyacheslav SOKOLOV - St.Petersburg State Economic University, Rusya

Prof. Dr. Halim SOZBILIR - Afyon Kocatepe Universitesi, Tiirkiye

Prof. Dr. Yusuf SURMEN - Karadeniz Teknik Universitesi, Turkiye

Prof. Dr. Necdet SENSOY - Marmara Universitesi, Tiirkiye

Prof. Dr. Cengiz TORAMAN - inénii Universitesi, Tiirkiye

Prof. Dr. Alexandru TRIFU - University “Petre Andrei” of lasi, Romania

Prof. Dr. Sema ULKER - Istanbul Universitesi, Tiirkiye

Prof. Dr. Stephen WALKER - Cardiff Business School, UK

Prof. Dr. A. Goksel YUCEL - Istanbul Universitesi, Tiirkiye

Prof. Dr. Siilleyman YUKGCU - Dokuz Eylul Universitesi, Tirkiye

Prof. Dr. Luca ZAN - University of Bologna, Italy

Dog. Dr. Fatih BAYRAMOGLU, Zonguldak Biilent Ecevit Universitesi, Tiirkiye
Dr. Muhsin ASLAN - Yildiz Teknik Universitesi, Tiirkiye
Dr. Nurgul CHAMBERS, University of Hertfordshire, UK

Bu dergi EBSCOhost ve ASOS Index tarafindan indekslenmektedir.
The journal is indexed by EBSCOhost and ASOS Index.



M U GE " Muhasebe ve Finans Tarihi Arastirmalar1 Dergisi

FTA

2012+ = Accounting and Financial History Research Journal

- !
HASEBE VE FINANS TARYY

0j -
m'rb‘uvrmf Muy

ICINDEKILER / CONTENTS

J. Savary’s Commentary — Historical Aspects In Development of the Accounting Reporting....1 - 22
Mikhail 1. Kuter / Marina M. Gurskaya / A.G. Shikhidi

Regulating Auditing in Saudi Arabia: From State to Self Regulation .............cccccoovvviiiieiiennns 23-44
Hussam A. Al-Angari

Organization of Audit Profession in Albania from the Perspective of Auditing Regulations......45 - 62
Mustafa Ug / Alba Kruja

Istanbul Telephone Company from Concession to Nationalization: A Study in Business
HISEOrY (1909-1936) .....c.veueieriieresierisieesieiste sttt se e see et sa e bt e ebe e s e be st eseneereneenennens 63-90

Assyrian Trade and Structure of Accounting in Anatolia ..........ccccceeveveiiecic i, 91-114

Zeynep Hatunoglu

Tiirkiye’de Cumhuriyet Dénemi Ile Birlikte Siit Endiistrisinin Kurulusu ve Gelisimi Uzerine
Bir Inceleme (1923-1963) .......ccviviuiiiriieieeisieie sttt 115-131

Mehmed Gékhan Polatoglu



http://dergipark.gov.tr/muftad
e-1SSN: 2651-3870

Muhasebe ve Finans Tarihi Accounting and Financial
Arastirmalart Dergisi History Research Journal
Say1: 20 — Ocak 2021 No: 20 — January 2021
ss. 1-22 pp. 1-22

J. SAVARY’S COMMENTARY — HISTORICAL
ASPECTS IN DEVELOPMENT OF THE ACCOUNTING

REPORTING"

Mikhail I. Kuter!
Marina M. Gurskaya?
A.G. Shikhidi®

ABSTRACT

On development of bookkeeping a great influence has rendered theory of balance Savary
Jacque's diversity which is the basis of statistical accounting aiming to prevent from bankruptcy, and it
also had a great influence on further development of dynamic accounting, the aim of which is to reveal
the fiscal result. The point of Savary Jacques's theory is that the interests appoint the aims of drawing
up the balance. We draw up different balances for different purposes, which include uneven amount of
property and the concrete estimating methods should be used.

Savary Jacques's ideology is quite actual nowadays too. This can be clearly seen when
comparing three types of accounting over the last hundred and fifty years. Such ideology is especially
important for Russia, which during a long period of planned economy took no effort in the field of static
accounting, and right now it is on the way from dynamic to actuarial accounting.

Keywords: Ordonnance de Commerce. Savary Jacques's commentary. The theory of balance
diversity. Interests and aims. Discrete inventory. Fictitious liquidation. Price of
possible sale.
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Kuter, Gurskaya & Shikhidi

J. SAVARY'NIN YORUMUYLA MUHASEBE RAPORLAMASININ
GELISIMINE TARIHSEL BAKIS

oz

Iflastan korunmay1 amaglayan ve istatiksel muhasebenin temeli olan Savary Jacque'in denge
teorisi, muhasebenin gelisimine biiyiik katki saglamistir. Bu teori, dinamik muhasebenin gelisimine de
etki etmigtir. Savary Jacques'in teorisinin amaci, ¢ikarlarin dengeyi kurmanin amaglarini tayin etmesidir.
Esit olmayan miilk miktar1 dahil olmak tizere farkli amaglar i¢in farkli bakiyeler olusturduk ve somut
tahmin yontemleri kullanmaya ¢alistik.

Savary Jacques'in ideolojisi ginimiizde de oldukga giinceldir. Bu, son yiiz elli yildaki iig
muhasebe tiiriinii karsilastirirken agikga goriilebilir. Bu tiir bir ideoloji, planli ekonominin uzun bir
doneminde statik muhasebe alaninda higbir ¢aba sarf etmeyen ve su anda dinamikten aktiieryal
muhasebeye dogru giden Rusya i¢in 6zellikle dnemlidir.

Anahtar Kelimeler: Ticaret kanunu. Savary Jacques'in yorumu. Denge ¢esitliligi teorisi. Ayrik
envanter. Fiktif tasfiye. Tahmini satis fiyat.

Jel Kodu: M40, M49.

1. INTRODUCTION

Legislative fixation of practice. Legislatively existing practice was legalized for the first
time in 1673 in the Ordonnance de Commerce. In connection with the intensive development of
business undertakings, unsatisfying state of credit and frequent cases of bankruptcy, the
necessity to increase the role of state in economic life, to intensify the guarantees of law and
order, and to defend creditors’ interests has occurred.

The Ordonnance de Commerce consisted of 12 parts and 122 articles.

Pointing to the need to draw up the inventory, J. Savary writes, “His Majesty thought
that the merchants needed the order of forming the Inventory so much, that he introduced a
special Article in the Ordonnance dated March 1673, which is the eighth in the third Part, and
the content of which is all merchants will be expected ...within the space of six months...to
draw up a signed inventory of their movable and immovable property (effects) and of their
active and passive debts, which will be verified and started up again every two years” [1, p.
320]...

“To moments of this article are worth mentioning”..., the ones, that not many
researchers pay attention to, “the first is that all the Merchants had to draw up their personal
inventory in a six-month period of time after the Ordonnance had been published. This
inventory would cover all their property, both movable and immovable, to see the general state
of their business activity, in case of failure to be able to justify his actions and to report to his
creditors, at least, for the period the inventory was drawn up” [ibidem]. As Savary states, “...
the article is aimed to establish an order and the conscientiousness in Commerce”. This very

Accounting and Financial History Research Journal
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act was suppose to eliminate the real bankrupts from the market and to draw the attention to the
heading catastrophe over the potential bankrupts.

“The second one”, comments Savary, “is, that the Merchants had to draw up their
personal inventory in a six-month period of time after the Ordonnance had been published; but
they also had to renew it every two years to keep a good order during the whole period of their
trade activity” [ibidem].

Title XI, Article XI, advises that “tradesmen and merchants, wholesale or retail, ...who,
in the event of bankruptcy, do not present their registers and books, signed and authenticated,
as specified above, may be considered guilty of fraudulent bankruptcy” [1, p. 253]. The text of
Article XI, first of all, indicated that if the traders and the merchants turn out to be bankrupts in
a six-month period and would not present the reports, which would prove their liquidity on the
date of the inventory, we will be charged with cheating. The cheaters were also called the traders
and the merchants who failed to keep their business in order and had no liquid report on the
date of the latest inventory which is not over two years.

Acrticle XII of the same part warned about the serious punishment for such kinds of
crime: from the imprisonment to the death penalty [1, p. 253].

Thus, Ordinance, which contains no commentaries on the composition of the Inventory,
had just one aim: to eliminate all “unlucky” traders from the market in six months, and then to
check on the bankruptcy not rare than once in two years. There was nothing said about the
revealing of the financial result in the Code. The algorithm of Ordinance requirements
fulfillment is described in pic. 1.

As it can be drawn from the Code, Savary J., its main author, singles out three obligatory
rules for keeping the accounts:

— obligatory documentation of all economic facts and provision the papers with legal
strength during the legal proceedings;

— property inventorying;
— entrepreneur’s self-informing about the state of business.

The demand to provide primary papers with legal force is arisen in the Code for the
first time. In Luca Pacioli’s time and further 200 years the rule of providing with legal force
during the legal proceedings was applied only to the “trade” (accounting) books.

In 1549 Shvaiker V. clearly stated the role of the primary documents in bookkeeping.
He formulated the rule: “there is no entry without documents”. Kazanova A. (1558) did not
mention Memorial and it is presumed that the entries in Journal are made on the basis of primary
documents [2, p. 69]. The representatives of French school, who developed Italian writers’
ideas, also doubt the necessity of keeping Memorial [2, p. 101]. M. van Damm (1606) insisted
on its substitution with primary documents as the only reason for all bookkeeping entries. It
was a very important step towards the coming to be bookkeeping in the modern form. J.
Savary’s contribution is that it was him who in 1673 provided primary documents with
conclusive force (it acceptance in court during a trial).

Muhasebe ve Finans Tarihi Arastirmalari Dergisi
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Pic. 1. The Algorithm of Ordinance Requirements Fulfillment

Inventory of the property. In 1958 Zybon A., a trustworthy researcher of the Ordonnance
orders, stated that “the inventory regulations were given their juridical acknowledgement in this
very document” [3, p. 28].

Savary underlined the advantage of the regular inventory. Speak of the frequent cases
of the bankruptcy, Savary writes, “Does not this happen due to the fact that they never drew up
the Inventory to know the state of their business; is it not true to say that if those to whom this
misfortune (bankruptcy) has occurred had kept an inventory every year, they would have
avoided this misfortune? There are even those who failed because they paid for an enormous
wedding of their children, considering themselves wealthier than they really were”. «“.. It is also
true to say that those who are not familiar with inventories ... that they are not really good at
keeping up with their affairs”... “Is it not ridiculous for a man to say that if he has no associates
whatsoever, that he need not keep an inventory, is he not under an obligation to draw up an
account for himself?, ... isn’t it a big carelessness to live in such negligence”. ... “...I have
seen the merchants, who made four-five hundred thousand livers, and who never neglected their
duty to draw up the Inventory each year, thus, they happily led their business successfully, and
they also left large property to their children” [1, p. 321].

“Therefore, young people starting out in business should draw up their
inventories at least every other year, following the stipulations of the Ordinance; it would be

Accounting and Financial History Research Journal
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even better to do it annually; because it would be to their own advantage in governing their
affairs and would make their businesses work better and be more profitable” [1, p. 321—322].

In Chapter 33 “About the order for the retail merchants, who trade widely, of doing their
business and about the order of keeping their Ledgers” Savary concretized the regulations of
Title III Article I and Article X1, Title XI Article XII. In Chapter 38 “About the order how the
merchants should keep their inventory books in accordance with the latest Ordinance” the
regulations of Title I11 Article VI1II are thoroughly explained.

In order to provide the entrepreneur with self-information Savary J. made reporting
legal again (if count that it took place in Florence at the end of XIV century), based upon
periodical physical inventory.

Thus, the inventorying serves three main purposes which Savary J. advised to draw up
the balances for:

— guaranteeing the safety of proprietor’s property;
— calculating economic financial result in order to capitalize and manage it;

— revealing of the estate state, i.e. to indicate the sufficiency of the enterprise’s
estate to cover the promissory notes.

2. METHODICAL PROVISION

The Code did not describe the bookkeeping procedure and the possible methods of
keeping the books. When J. Richard comments on the Code, he writes, “These texts provide
little help with our subject since they give no indication of valuation. Although the obligation
to keep regular inventories examinable every two years is interesting, there is no information
on the style of accounting required. Fortunately Jacques Savary’s commentary is available to
us” [9]. In this connection Richard places all his hopes on Jacques Savary’s commentary, the
main author of the Code [5].

Two years later (in 1675) Savary had written the book “Le parfait negociant”, which
many researchers see as the Commentary to the Ordinance. Here Savary would describe the
way how the composition of the inventory would have been done two years before. He would
also give advice how to evaluate it. Savary would act as a true manager and would put the
balance of financial result into the first place” [1, p. 321].

Thus, for Savary as for a jurist, it was just enough to draw up a fictitious liquidation
balance, but as the manager Savary always places the balance of effectiveness of investment
capital (financial result) into the first place. That is why in Chapter 33 he states that there is no
difference when the inventory was drawn up (since the start of his business, or since the last
inventory), but it is always important to know whether he gained profit or suffered losses.

Savary was the first to raise the question of expediency of applying the bookkeeping
data to the management.

Muhasebe ve Finans Tarihi Arastirmalari Dergisi
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In case of insufficiency of property to cover the promissory notes, the business activity
of economic object is aborted and a liquidation balance is drawn up. If the situation is positive,
the business activity of economic object continues, and the inventory, according to the Code, is
drawn up not later than in two years. In the first and second cases Savary gives preference to
the balance of effectiveness of investment capital (financial result). The merchant or trader
should know the state of his business. After it he has to prove to the contractors his ability to
pay off his debts that is why the balance of fictitious liquidation is drawn up. Further, the
situation is the same to the drawing up of the inventory of 1673.

Savary believed that to have one balance for all the purposes was not just enough and
proposed a deferential approach:

— to calculate the revenues (inventory);
— to valuate the property state of the company;
— to reveal the consequences of the true termination of business activity.

Nowadays one of the last scholars, who studied the theory of balance diversity, was a
French professor J. Richard, who gave to the first to balances introduced by Savary modern
names: dynamic and static [4; 5, p. 68].

Here is our understanding of Savary’s theory of balance diversity, pic. 2.

First of all, we would like to underline one very important moment, which is usually left
without any attention by the scholars who study the works by J. Savary. As a rule, all describe
the order to draw up the inventory not less than once in two years. Some, for example J. Richard,
react on the fact that “Savary orders to draw up the inventory every two years, but in the
example cited in Chapter 39 an annual inventory is described” [4; 5]. Nobody pays attention to
the regulation of Article XI Part XI, where it is required to draw up the inventory in a 6-month
period after the Code went into force, and, correspondingly, to draw up the balance of fictitious
liquidation to establish if the there is enough property to cove promissory notes.

From the Code point of view, it gives us the right to put the fictitious liquidation balance
drawn up upon the inventory into the first place. The Code has got the State and not local (a
merchant, trader or entrepreneur) status. The aim of the Code is to establish legal economic
order — there is no place for bankruptcy in the market!

Here is our understanding of the theory of Savary Jacques's Balance Diversity. Here
we should indicate some criteria [6—9]:

— interests;
— aims;

— property;
— evaluation.

Accounting and Financial History Research Journal
2021/January (20); (1-22)



7 Kuter, Gurskaya & Shikhidi

(Economic before the Code )

Vv

Composition of “Inventory”

\2

Balance of effectiveness of capital
investment (fiscal result) liquidation
in the first 6 months after the Code

( AlProf+ AlPers ) _ Ll — quTomI

N2

Balance of fictitious liquidation in
the first 6 months after the Code

(AlProf+ AlPers) — L= quTomI

?0
quTatal <0
The continuation of
business activity
Periodical balance of effectiveness
of capital investment (fiscal result) =
(Ao — L1) - Eqo = +FR \
\l, The final balance of actual
— liquidation
Periodical balance of ey A'cli' 'L I
fictitious liquidation (Are™ %o + Are™") = Lne o = Eqre™a
(A1Pr0f+ A1Pe'5 ) _ L1 — quTotaI \l/
\l/ The ceasing of
business activity
>0
quTotalso

Pic. 2. The scheme presentation of the theory of balance diversity according to
“Le parfait négociant” by Jacque Savary
Interests (creditors, proprietors, management) indicate the aims for drawing up the
balance (fictitious liquidation of an enterprise, actual liquidation of an enterprise, the
effectiveness of capital investment); aims indicate the structure of property which is included
into the balance (competitive mass — personal and professional property or just professional),
and applying valuation (current market value of possible or actual sale or historical cost).

Balance of effective capital deposit. In chapter 38 Jasques Savary explained the bases of
the drawing up inventory balance to make the financial results. The real example of drawing
inventory list and balances based on trading equipment is shown in 39. In pp. 331—346 of the
book “Le parfait negociant” “the record of the inventory list which has to be done every two
years in accordance with the Code to be the example for traders of golden and silvery fibers,

Muhasebe ve Finans Tarihi Arastirmalari Dergisi
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silk, thick woolen cloth and also the example for other traders who sell the goods per “aune”
(old length measure equals to 1.20 m).

Composition of “Inventory”. First of all Savary mentions that “The traders who are the
members of the unions have to list goods in their records in the following way”. For God’s sake.
General record of the whole property which this or that member of the union has in the form of
goods or in cash, active depths which have to be paid as well as passive depth which we have
to pay. Date and year...”. ”...Those who are not the members of the union but trade as merchant
can make their records in the following way: “’the general list of all my property in goods, cash,
active depths which have to be paid as well as passive depth which we have to pay as well as

moveable and real estate Date and year...”.

According to this text only individual traders have to note in the records their
professional and personal property whereas members of the union — only professional one
which is used in business. Savary gives the explanation referring to the Code: “Article VIII, part
I11 of the above mentioned Code obliges you to make the list of the whole property moveable
and real estate. Thus, those who make the business in commerce both sole traders and unions
have to show it in the records of list”. “...It should be mentioned, that I haven’t said in the
Records about two-members unions the fact that they have to state moveable and real estate
because their union was created only for the sake of their goods but not for their moveable and
real estate which in its turn is not common and that’s why there is no necessity to state it in the
list. I think that in conformity with the Code members of the unions wherever they are have to
make the Records or their moveable and real estate in order to make the report of their action
for the creditors in case of bankruptcy and to show the state of their business in general and in
details up to the day of drawing up Record which they have to make in 6 month”.

Thus, it is clear that the professional and personnel property will be involved in the
subsequent balances. However in the record of union property their personnel possessing is not
to be mentioned because it is not union property. Moreover each member has to state his
personnel movable and real estate in separate list. It should be mentioned that in the example of
inventory record Savary gives the list made for the union.

Savary pays attention to the critical date of drawing the inventory, “to draw up the
Inventory one should choose a month of the year, when there is the least number of deals, so
nothing would interrupt, and when the traders have more time to count the goods, and to do the
complete revision of it. | believe, that August is the most suitable, because the trade is almost
dead and that is why there is the least number of deals” [1, p. 322].

The next very important issue, which was discussed in Chapter 38, was the valuation of
goods (professional property). Savary is not interested in the possible selling price of the goods,
which can either raise or low the revenue, the revenue which does not exist in reality yet. His
main contribution is his recommendation how to valuate the goods at the cost price, in this case
“when they are sold the revenue will be reflected in the balance of the next period” [1, p. 325]
in a form of cash flows or the purchasers’ debts, which exceeded the cost of the sold goods.

Accounting and Financial History Research Journal
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Savary considers only three exceptions when refers to the valuation at the cost [1, p.
325]:

— the price of goods can be valuated lower than the cost, if it was lower by the
producer or the wholesale prices went down;

— the prices for the out-of-date goods went down;
— the prices for the damaged or unsuitable for sale goods were considerably lowered.

Ter Vehn Albert offers his own translation of J. Savary’s commentaries: “Here we
should also understand how the prices are fixed. That is why we should avoid estimating the
prices higher than they are for the present moment, because it can lead to the situation when
you are rich “only on the paper” [10, p. 18].

A technical detail draws attention to itself: Savary finishes each page of inventory with
growing total since the beginning of the inventory, and the new (next) page of the inventory
starts with this accumulated total. In the cited example in Chapter 39 the growing total on page
332 equals 3683.15 liras [1, p. 332]. Page 333 begins with the text: Ter Vehn Albert offers his
own translation of J. Savary’s commentaries: “For the total sum, indicated opposite, is 3683.15
liras”. Such approach provides with the safety of included information into the inventory,
strengthens page-by-page control, and eliminates the falsification of the data in future. The first
page of inventory is shown in photo 1.

In the given example of the Inventory “Total sum of the goods value in liras” is
25586.18.7 [1, p. 345].

332 CHAP. XX XI1X. Formule d'Inventdire qui penr

tion de I'Inventaire de deux ailociczdes meubles, & immeubles ; pasai
ce que leur facieté n'elfanc que pour le faic de la marchandife feules
ment, & non pis pour leurs meubles ,'& immeubles qui ne {one poins
communs, il n°eft point neceflaire d’en faire metition dans lincicula=
tion dg Mnventiirs, puis quils n’y feront poine écrits; & pour (asisfais
affaciez chacun endroit foy , doi=
& Immet-
0 cas de

fin quiils peitfent faire voir Veflac de leurs affaires, tant ¢n ge=
en pardculier at jour de 'Tnyventaice gu'ils font tenus de faise
fix mois ,:pr;is la publication del'Ordonnance. La failon en eft quils
font {olidairement oblig envers les creanciers quils auronc faicsy
pour raifon de leur fociesé, ainfi leurs meubles , & immenbles y fone
tolidairement obligez fulvane I"Article fixiéme du Tiere quatriémes de
ladire Ordonmance duguel il feva parlé en fon lieu,

Aprés Vintinalacion Fon commencera PMlnventaire de 1a maniese

A

fuivance,

Brocards ¢o roiles d'or ¢ d argent de toutes fortes.
N

1 Brocard,or &argemw, aun. 19.10.7 ki
» dit, aun. 3515, § 200 35
— 4 30,1, L 1o57. »es
3 dicdargent, aun 2o, dagl, L jsoo.
+ Toile dargenc blanche, aun, 15.10. .
s ; - 380,
s dirargenc & bleu. aun. a2, 13,4 5 D380
—d L L 538.
6 Moyre or & yart, Aun.14. 1077 N
7 ditot & nolr, F TN P o5 el
4 ro.1 Lx77. 2§
8 Velours violer 4 fond d'or, aun.zx y 3 ;
+o 3 e R aun, &,
v dica fond blew, aun.ag,13.4., s

———d 24l L 88c.
Velours plains noirs, ¢ coulenrs deroutes fortes.

10 Velours noir trois poils, awn. 19.10. 7 &
1z dic, aun. 1305, § U333

4 ol L 631 1.

e e i

| L 3683, 15.

PR AR

Photo 1. The first page of Inventory
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Further we see the part “Active debts, such as good, doubtful, hopeless, the ones that
are owned to me by the listed above”. First, I have good debts name by name for the total sum
in liras of 5721.3.6, doubtful ones for the total sum of 1275 liras, and at the end, the hopeless
debts for the total sum of 2410.10 liras. The total sum of all the debts is not calculated.

The very last index is “Money in Cash”. After the line with the name of the index goes
the line of “L 540. 10 f., which is the money in cash, L 540.10”. After the last index is
underlined, the index of total sum “Total value of goods, active debts, and the money in cash”
of 35434.2.1. liras is written under the line.

As we see, professional debts in the inventory are registered in the following way:
goods, debtors’ debts, money. In contradistinction to the proclaimed by L. Pacioli placing of
assets in diminishing probability of loosing the assets manner, there is present the consolidation
of the increasing liquidity of the assets manner which was for the first time described by A. di
Pietro.

The inventory is finished by the part called “The passive debts, which I owe to the listed
below”. This part includes the following points [1, p. 346]:

— Money for deposit;

— By promissory notes;

— Wholesale traders, and also the workers by the book of purchases;
— To my commissioners, and house servants.

After the underlining of the final part of the article, “Total sum of the passive debts” is
written in 10022,1 liras.

In the commentaries to the Code Savary considered the inventory as the basis of drawing
the balance. The balance is understood as the constituent of the inventory register, as the
completion stage, when the result of the inventory is presented in the form of a bookkeeping
report and is called “Balance de present inventaire”. In Chapter 38 the aims of the balance are
described. The balance reflects, “first of all, what the entrepreneur has gained during the year
(through the changes of pure assets), secondly, whether the entrepreneur has been robbed by
his workers or servants or not”. In F. Oberbrickman’s opinion “Savary claims that the reports
are drawn up to reveal the profit and losses, and also possible property losses in case of
embezzlement. Besides, the bookkeeping reports are used to calculate the value of the property,
and to inform about the economic state” [12, p. 19].

Then the balance of the financial result (the effectiveness of capital investment) is drawn
up on the basis of the inventory. The financial result (xFR) is calculated by the formula:

Accounting and Financial History Research Journal
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+FR = (A} — L) —Eqq &
where:
AlPr of professional property (goods stock), at the cost price (in Savary’s example their

value in liras was 35 434.2.1);
Ly promissory notes (“Total sum of passive debts”, equals 10022.1);

Eq, the fixed capital in accordance with the Regulations of our company for a such
and such day (20000 liras).

Given formula (1) shows that Savary initially calculates the pure assets at the end of
the re porting period (L) , and then compares pure assets at the end and the beginning of the
period.

Here is (Afr of ) is nothing new science the times of Alberty’s inventory liquidation
balances.

It is well known, that the proprietor’s interest is in gaining profit. In this case the
proprietor does not protect his money from inflation by keeping it in a deposit at a low risk, but
invests the capital into business at a high risk. The enterprise’s aim is to preserve and multiply
the capital invested by a proprietor. The concept of preserving and multiplying the capital can
be expressed in the following formula:

Eq, = Eq, (2)
where:
Eq, — Personal capital (Equity) at the beginning of the period;
Eq, — Personal capital (Equity) at the end of the period.

Then, in order to calculate the fiscal result of the period (£FR) it is necessary to compare
net asset cost at the end of the period (Egq,) with the similar index at the beginning of the period

(Eqo ):
+FR = Eq, — Eq¢ = *AEq (3)

However, the index of net asset cost change (+AEq) does not characterize the fiscal
result, because there is a need for correction for the quantity of additional investment (In) and
withdrawal (Ex) done by a proprietor. In this case, the fiscal result (xFR) is calculated with the
help of the formula:

+FR = +AEq — In + Ex. ()

In J. Savary’s times a great number of proprietors holy followed the Ancient Rome
restored law and did not allow the property withdrawal (even if that brought some profit) till
the end of the fiscal period, which allowed to calculate the fiscal result without taking into
account the influence of subjective factors (withdrawal and investment of the property owners):

Muhasebe ve Finans Tarihi Arastirmalari Dergisi
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+FR = (A; — L1) — (Ao — Ly) (5)
+FR = (A, — L1) — Eq,
i.e. formula (1).

It should be noted that there has been nothing new since the time of inventory liquidation
balances drawn by Alberty Company. However Savary, in his work, was the first to look upon
the problems of capitalization, when the financial result is calculated as growth or “eating
through” capital.

The balance of bringing out the financial result conveys the interests of proprietors or
management. The aim of drawing up such balance is by means of financial result (profit or loss)
to see the effectiveness of capital deposits and to analyze the quality of management. Thus, this
balance should include only the property involved in making up the financial result, i.e.
professional propriety. Here Savary works out one of the key principles of requirements
dynamic accounting which is solitary enterprise (solitary property). A de Pietro, as it is known,
was the first who paid his attention to this principal. According Y. Socolov “obviously, he was
the first who separated the notions of a proprietor and an enterprise apart” [2, p.73].

Since drawing up the balance of financial result (effectiveness of capital deposits) there
is no necessity to study the consequences of management process which lead to actual enterprise
liquidation and selling off its property to cover obligations for creditors. As far as the analysis
of the effectiveness in using this property comes forward there is no need to assess the property
according to prices of potential or real sale. It is the main reason of Savary’s suggestion to make
the inventory balance of the property in historical assessment of buying or creating it.

J. Savary explains the algorithm of drawing up the balance of financial result in Chapter
38: “about the order which traders have to follow for making the Record in conformity with the
last ordinance” [1, p. 327].

Savary writes, “In order for a Merchant keeping an inventory to know if he has lost or
made money since the day he started his business, or since his last inventory, ...he must draw
up the balance,. It presupposes opening the list which would contain the ultimate articles. The
phrase “The Present Inventory Balance” should be in the middle of the list.

“... On the debit side, he must show debtor (doit) for the total value of his merchandise,
active debts owed to me ... cash on hand ...and creditor (avoir) for the passive debts |
owe”...[1, p. 327].

“Then note, and also underline the sum. These three added sums would be equal to the
sum which includes the goods, money in cash and active depths which were written as debit.
Thus, the Inventory balance would be drawn up and help a trader to see at once the real cost of
all goods in his shop, money in cash, active depths, his depth, his own capital and profit or loss
which he made during the period between two Inventory balances.

Accounting and Financial History Research Journal
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No one of the researchers (we haven’t seen any other variant of the description) points
out that Savary draws up two balances (including both financial result and fictitious liquidation)
in one table — the first one across and the second one is down.

It should be noted that Savary presents his inventory balance in the form of bookkeeping
account. The left side of the balance he calls “Debit” of the account (doit), and the right side —
“Credit” of the account (avoir). The balancing value is the cost of goods, active debts, which
are owed to me and also money, which are in cash, (the professional property) — A:"" °" — in
liras 35434.2.1, reflected in the table of balance from Inventory Record p. 345 in the
commentary. The total cost of goods stock assessed at cost price. The sum of obligations is also
taken from the inventory record (its last page — p. 346 of the commentary) — 10022.1. The
amount of personnel capital (20000 liras) in Savary’s example is should be written from the
balance to the set of rules. Then the financial result is calculated according to the formula —
profit equals to 5411.1.1.

Photo 2 shows “The Balance of Inventory List”, which in Savary’s book is on pp. 348—
349 with the final list of inventory balance p. 345 including the final cost of professional
propriety and p.346 including obligations”. Table 1 shows the English translation of the
balance.

Special attention should be paid to the fact that Savary’s example describes the Balance
drawing up according to the Code during the first six months after the Code takes effect. If to
use the value of the fixed capital in the further practice, then we will always get the financial
result from the beginning of the business activity.

The usage of the fixed “sorgo” (as in the example of Alberty Company) is eliminated,
because the laws of the Roman law (confirmed by the Reception) did not allow the companies
in business to consume the revenue before the liquidation of the company and the paying off of
all debts. Probably, in the future periods to reveal the periodical financial result the entrepreneur
had to add the accumulated since the beginning of the business activity revenue (expenses) to
the amount of the fixed capital, that is to make an inventory of the investing and reinvesting
capital. But, to tell the truth, there are no commentaries about it in Chapter 38.

The balance of fictitious liquidation is not the consequence of liquidation but the
ground for it. As it has been mentioned above, when there is not enough property to cover the
promissory notes or when there are no property remainders after paying off the debts, the
bankruptcy procedure begins, which leads to the liquidation balance sheet.

Creditors’ interests appoint the aim of drawing up such balance: the control over the
enterprise’s ability to cover the promissory notes by actual property. The creditors’ claims
extended both on the professional and personal property of enterprise’s owner. Thus, the
competitive mass of professional and personal property was taken into account in such balance.
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To draw up the balance of fictitious liquidation, Savary offers to add from the common
inventory (for the personal trader) and additional personal inventory (members of the
proprietorship) to the balance of personal movable and immovable property. Savary writes in
the Commentaries: “After the balance is drawn up to settle the requirements of Ordonnance, he
will place all the furniture from the interior, Jewells, silver plates, if there are some, on one side,
and then immovable property, and will write the value of everything in line to correlate the
sums together, and to see up to what sum all his property will rise” [1, p. 327].

“Ten ounce of silver plates at 28 liras per ounce” are related to the movable property
and the furniture (in the example, 4480 liras), and Savary includes “House located in such and
such place” (15000 liras) into the immovable property. The sum “up to what all his property
will rise” in the example equals 54914.2.1 liras.

Especially important to note, that Savary shows the personal property in “value”,
because the creditors should know how much they will get from the sale of the property in case
of the debtor's failure.

During fictitious liquidation there is no other property valuation but a possible sale price,
which is compared with market price, but which could not be objective. When basing possible
sale price in “Le parfait négociant” [1] Savary J. used “the principle of the least price” (but it
always was productively used in practice). If the sale price on the reporting date is lower than
the initial bargain expenses due to some changes in fashion or for other reasons, than when
estimating such goods the market prices are used. And vice versa when the current price is
higher on the reporting date of fictitious inventory, the goods should be estimated at the cost
price.

The fictitious liquidation balance sheet was based on the calculation of the enterprise’s
property net cost (Eq7°'*) as the difference between the enterprise’s property, which was
estimated at a possible sale price

( AP + AqPés ) and the enterprise’s promissory notes (L1):
(AlProf_l_ AlPers ) _ Ll — quTota/ (6)

The Commentaries read, ... above we should write the total sum of the passive debt,
the ones he should subtract; and everything, what is left after the subtraction is done, is what he
really owns of property” [ibidem]. Thus, in the concluded part of the fictitious liquidation
balance one calculates “the sum which all my property worth” (54914.2.1 liras) and out of
which “we subtract the passive debts listed in this very Inventory” (10022.1 liras). “Changing
from it all my property equals” 44891.1.1 liras.

The example of the fictitious liquidation balance, cited by Savary [1, p. 348], proves
that the company is strong. And the company won’t be a bankrupt for the date of inventory,
because after all the debts are paid off the proprietorship may use the property, which is
available for producing activity for the stated sum.

Accounting and Financial History Research Journal
2021/January (20); (1-22)



17 Kuter, Gurskaya & Shikhidi

Further in the Report, and we can state it for sure, that Savary’s balances were exactly
the bookkeeping reports, the author introduces the demand for the obligatory conformation of
the report with the personal signature of the compiler: “... and if there is no companion, one
has to write The end of the first inventory, which contains of such-and-such full pieces of paper
which | personally initialed, which | checked well and thoroughly and signed in the certain
place, on the certain date and year, and only then sign it after the balance of movable and
immovable property ... “If there are two trade-companions, we should write, “We, signed
below, such and such companions, confirm that we have drawn this inventory together, which
contains of all full pages, which we personally initialed, which we checked well and thoroughly
and signed in the certain place, on the certain date and year, and only then sign it” [ 1, p. 327—
328].

Savary finishes the order, “This is that order which the traders should draw up their
inventories in, .... So all the types of traders, which trade with all the type of goods, could be
able to draw the inventory themselves to correspond to the Eighth Article of the Ordonnance,
without being afraid that they have never done so before” [1, p. 328].

The liquidation balance sheet. When there is not enough property to cover the
promissory notes the proprietorship or individual traders consider to be insolvent to manage
the business and the bankruptcy procedure is applied to him.

After the creditors’ primary real actions are settled remained owners’ actions are
possible. The estate owners’ claims can take place if the actual sale of the property is done at
the higher than planned sale price (possible sale price in static balance of fictitious
liquidation). In such situation the balance of actual liquidation reflects the remained owner’s
interests and is drawn by the formula (7), where all the data is reflected according to the
bookkeeping in the real sale price and the real paying-off sums:

p
( Aszoa]; + ARES) — Lrea = EqRO%S} (6)

In the general view Savary’s balances can be systemized as in table 2.

3. DISPUTABLE REGULATIONS OF THE COMMENTARY

The researchers have very controversial points of view towards J. Savary’s contribution.
Schalenbach E. was the first to extract from the Ordonnance alternative tasks of the balance
(either precise reflection of property cost or/and calculation of profit) and came to the
conclusion that before the Ordonnance was published “...the calculation of fiscal result had
been more important” [12, p. 21—22].

Schneider D., a modern researcher, is very close to Schalenbach J. in his understanding
of the problem. He believes that the profit had no sole value up to XI1X century and excludes
mentioning of the profit distribution before the closure of enterprise in J. Savary’s work.

On the other hand, J. Richard criticized D. Schneider’s opinion at the European
Association of Accountants Congress (Copenhagen, 2002) [4]. Having mentioned “Le partait
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négociant” in his speech, J. Richard points out that Savary J. was the first “to let investors to
distribute the profit” if they do not run the risk of bankruptcy. J. Richard develops Fremari’s
idea that Savary J. reported against Straccha in the commentaries to the Ordonnance. As far as
the beginning of XVI century Straccha had been backing the idea of Applying Rome Law in
accounting: the property and profit can be distribute only after the comradeship’s (joint-stock

company) term of validity is over and all the promissory notes are paid off.

Table 2: The Interpretation of J. Savary’s Theory of Balance Diversity

Effectiveness
Appellation of Capital Investment Fictitious liquidation Finalizing liquidation
Interests Proprietors and Creditors Remained proprietors’
management interest
Estimation of property To reveal the fiscal
orawig | Coctnorcl | SEAng AU | et coe of st
Ai result of activity '?he ability to coverg determination
up AIms Ity of business activity
promissory notes)
Property Professional Professional Professional
and personal and personal
. Accounting data of the
Information . . .
Physical Inventory Physical Inventory result of enterprise
Source S
liquidation
Valuation . At the cost At the cost of actual
At cost price .
of Property of possible sale sale of property
Calculation ( AlPr of _ Ll ) _ qu =+FR (AlPr of + AlPers ) _ L1 — quTota/ (ARerfal‘l'ARePe“a/ )_LRea/: EqReTotula,
Formula

Let's refer to “Le partait négociant”. In Chapter 40 “About the partnerships with the
collective names of several people, sleeping partnership, anonymous, and also about some
formalities which should be followed for them to be good and legal” on pages 368 — 369 Savary
states nine regulations “... concerning the means and considerations which on has to have to
be successful” [1, p. 368].

Regulation six deals with “the sum which those who run business supposes to take
annually for their food and maintenance, and will they take it out of the revenue, which is his
in the proprietorship, or not” [1, p. 369].

In this regulation Richard sees the way out for early consumption of the revenue. In our
opinion, it really does not go from the text of this commentary. The regulation of “fixed
(limited) advance of money received” and “the postponement of their paying off”. One partner
invested all his property into the business, another one (sleeping partner or the investor, as a
rule, a man of “distinguished parentage, and also nobleman and people in cloak” [1, p. 367] —
free money. The latter will not participate in the partnership’s business, but will wait for his
interest. Accordingly, there is a question: how the main participant of the business should find

Accounting and Financial History Research Journal
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money for food? Savary finds a witty compromise: to give a long-term advance of money,
which should be taken into account when the profit is being distributed. With such approach
the summed value of the property does not diminish. The given money to the partner are to be
turned into the debtor’s debt (active debt), which will not reflect the financial result.

Consequently, Savary J., who developed juridical basis on behave of King Ludwig X1V,
gave no grounds for consuming part of profit upon reporting period. Juridical this norm would
be put into force much later, at the end of XVIII in Prussian Land Code (1794).

Some of the writers mistakenly claim that Savary’s model of bookkeeping is of dynamic
character. Just the same they say that the Florence model of Datini’s company after 1399 is the
dynamic bookkeeping. But at the same time the attention is drawn to the financial period, the
stock-taking at cost price, the ideal system of drawing up the financial result, the adding of
amortization and forming of reserve (but the last points are disputable). Enumerated positions
characterize dynamic philosophy, which, undoubtedly, had been formed in the depths of the
static accounting, and Savary was ideologist of both of them.

The dynamic bookkeeping should support the owner’s interests in the part of financial
result distribution and spending some of it on rewarding purposes. This could only be done in
case of the proclamation of the solitary property and when the owner accepts all responsibilities
for his business, as a rule, by risking losing his entrance fee into the registered capital. Such
could not be done in Savary’s times, especially in the XIV-XV centuries. The exception makes
joint-stock companies, but their number was limited and they had been set up and functioned
according to the special regulations.

4. CONCLUSION

Static accounting had been forming over XI1I to XIX century. In XIX century the static
accounting practice gained its own theory. Among the scholars who studied static accounting
we should point out Simon H.V., Nicklisch F., Le Kutre V. and others.

In XV1I century the formation of static and dynamic bookkeeping is associated with the
name of Savary J., a famous French researcher acknowledged both by the representatives of
static and dynamic form of bookkeeping as one of the most meaningful figures among
outstanding creators of bookkeeping, whose contributions are often compared with Luca
Pacioli’s contributions by a Frenchman Ober R. and other famous researchers. Before Ober R.
all the researchers acknowledged the appearance of double-entry bookkeeping as a breaking
point in the history of bookkeeping and stressed the importance of Luca Pacioli’s work. Ober
R., nowadays, when pointing out the bookkeeping periods [2, p. 15], proclaimed Savary J. to
be central figure who played crucial role in bookkeeping studies. Before him all bookkeeping
carried just information characteristics, it made easier for a proprietor to keep business, it helped
him “in his daily routine troubles when running for fame and money”. It was Ober R. who
pointed out those three hundred years of bookkeeping history is a history of juridical school; he
related it with J. Savary’s works which formed juridical doctrine of bookkeeping.
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In 1675 Savary J. published “Le partait negociant” where he reflected the principles of
balance diversity and formulated the criteria of property accounting at the possible sale price
during fictitious liquidation and at historical cost (cost price) to calculate the fiscal result.
Savary J. grounded “the principle of a least price”.

Here it can be noted that at Pacioli’s times ( when the bookkeeping was kept within the
family — individual peasant holding) the bookkeeping informational system included the
means of productive activity and personal property of the production owner (the creditor’
claims extended to the personal property) J. Savary showed the difference between the
inventory balance, which included only the data about the property which was invested by the
owner into the company, and competitive balance, which included the information about the
personal property of the owner. By giving the preference to the inventory balance, J. Savary
foretold the principals of independent company (isolated property).

Savary is to be thought as the first manager, who took managing decisions on the basis
of bookkeeping reports — balance. For these reasons he was the first to see the expediency of
economic analysis balance.

Savary J. stated the difference between inventory balances, which included information
about property which the proprietors invested into business, and competitive balance where the
personal property was also included. Savary J. showed the principle of independent enterprise
(solitary estate) by preferring the inventory balance.

Savary J. stressed the importance of inventory (when guaranteeing the safety of owners’
property and their information supply), made the bookkeeping reports legal, made obligatory
to draw it up. J. Savary’s works consist of elements of dynamic accounting, which prime aim
is to calculate fiscal result.

It is mistakenly assumed that Savary’s model of bookkeeping is of dynamic character.
The dynamic bookkeeping should support the owner’s interests in the part of financial result
distribution and spending some of it on rewarding purposes. This could only be done in case of
the proclamation of the solitary property and when the owner accepts all responsibilities for his
business, as a rule, by risking losing his entrance fee into the registered capital

Today J. Savary’s works rouse great interest in Russia. We performed an attempt to
translate J. Savary’s work “Le partait négociant” into Russian. And such interest is, of course,
not accidental.

The development of world bookkeeping over 150 — 160 years could be described in
three stages:

— from 1850 till the end of X1X century — static accounting aiming at the creditors’
interests;

— during XX century — dynamic accounting expressing owners’ interests;

— at the beginning of XXI century — actuarial accounting which is directed at the
potential and actual investors.
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Static accounting, which expresses creditors’ interests, can be identified as the property
sufficiency to cover promissory notes; property accounting is done at the sale price. In this
connection, assets meant the property which the debts could be paid off with. As the owned
property had such capacity only, there was no doubt in estimating assets as owned property.
Correspondingly, in the character of cost price valuation of such property possible price was
used at the liquidation of an enterprise. The best matching theory to it was the one about the
least estimation between the current market price and cost price which Savary J. presented in
1675. Only cash method can be used when drawing up such balance.

The dynamic accounting is directed at actual owners with the aim to define the
effectiveness of capital investment (calculation of fiscal result), property accounting is done at
the historical cost, the method of income adding (juridical treatment — with the transition of
ownership right to the object of a deal) and losses. The main principle of dynamic accounting
is the continuation of business activity and the objects are not the subject of sale as when during
the liquidation. That is why there is no need to evaluate them at the possible sale price.

Actuarial accounting is directed at the potential or actual investors’ interests. In such
manner of accounting it is necessary to form an image of market attractiveness of enterprise,
and so the necessity to calculate market cost of enterprise as a single unit to be presented on the
stock exchange. It should be noted that actuarial accounting is not the returning to the static
accounting and not the valuation of some objects to cover promissory notes. It is the calculation
of property cost in case of its sale or purchasing as a single unit, means of attracting new
proprietors. The main valuation is a fair market value. Fair market value (FMV) is the price that
property would be sold at on the open market. It is the price that would be agreed on between
a willing buyer and a willing seller, with neither being required to act, and both having
reasonable knowledge of the relevant facts. If you put a restriction on the use of property you
donate, the FMV must reflect that restriction. The method of income adding (the economic
treatment — the income is estimated at the moment when the object of a deal leaves) is applied.
It is especially important for Russia, which during a long period of planned economy took no
effort in the field of static accounting, and right now it is on the way from dynamic to actuarial
accounting.
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SUUDIi ARABISTAN'DA DENETIMIN DUZENLENMESI:

DEVLETTEN OZ DUZENLEMEYE

oz

Bu calisma, denetim mesleginin uygulama ve diizenleme béliimleri arasindaki etkilesimi
arastirmakta ve Ozellikle ikincisi baglamindaki degisikliklerin birincisi iizerindeki etkilerine
odaklanmaktadir. Bu etkilesimi, 1991 CPA Yo&netmeligi'nin kabulii ve uygulanmasiimn ardindan
denetim uygulamalarin1 diizenleme niteliginde oOnemli degisikliklerin meydana geldigi Suudi
Arabistan'in denetim baglaminda incelemektedir. Bu degisiklikler, Suudi denetim sektoriinin tedarik
tarafini, yeni CPA lisansi ve disiplin kurallari, muhasebe diizenleme kurumunun kurulmasi, yeni
denetim standartlar1 ve etik kurallarin ¢ikarilmasi, mesleki sinavlarinin diizenlenmesi ve profesyonel
firmalar i¢in kalite inceleme programinin uygulanmasi agisindan etkilemistir. Bu amagla, makale Suudi
Arabistan'da denetim baglaminda son birkag yilda yapilan bir dizi arastirmanin sonuglarini ana hatlariyla
aciklamaktadir. Cok sayida denetim yonetmeliginin ¢ikarilmasi ve uygulanmasinin profesyonellerin
lehine nasil kullanilabilecegini gosteren 6zel bir endise de galigsma icerisinde belirtilmektedir. Calisma,
sonug boliimii dahil olmak iizere bes boliimde ilerlemektedir. Ikinci boliim, politik ekonomi teorisi
baglaminda uygulanan teorik fikirlerin ana hatlarim ¢izmektedir. Ugiincii béliim, Suudi Arabistan'daki
denetim mesleginin baglamina kisa bir arka plan saglamaktadir. Dordiincii boliim, son birkag yil icinde
Suudi denetim baglaminda yiiriitiilen cesitli arastirma ¢aligmalarinin sonuglarint 6zetlemektedir. Son
olarak, besinci boliim tartisma ve sonug yorumlart sunmaktadir.

Anahtar Kelimeler: Denetim Baglami. Denetim Meslegi. Mali Musavirlik Mevzuati. Politik
Ekonomi. Suudi Arabistan.

Jel Kodu: M42, M48.

1. INTRODUCTION

Auditors and the conduct of their professional work are mostly subject to regulation in
one form or another. According to mainstream accounting research, the emergence and
development of the auditing profession and its regulatory system is highly related to the
development of technology, the industrial form of society and the information needs of capital
markets and rational investors (e.g. Sriram and VVollmers, 1997). The regulation of the auditing
profession, accordingly, has a strong connection to the development of social welfare policies
and public interest criteria; as it can promote and sustain certain desirable characteristics of
practitioners (traits, e.g. Roy and McNeil, 1967), improve the efficiency and credibility of the
conduct of their work (functionalists, e.g. Jones, 1981), prevent abuse of positions and power
by practitioners and various interest groups (capture hypothesis, e.g. Briloff, 1972; Chatov,
1975; Watts and Zimmerman, 1978; Benston, 1985), and, in general, prevent the occurrence of
audit failures (Watts and Zimmerman, 1986).

In more recent accounting research critical dimensions were implemented (e.g. Cooper
and Sherer, 1984; Tinker, 1984, Sikka, 2002). Inherent in this implementation was a critique of
the proposition that regulators operate from an interest motive consistent with that of all social
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behaviour, and an exploration of how specific historical, social, economic and institutional
circumstances, rather than any overriding technical imperative, have contributed to particular
modes of professional development (e.g. Loft, 1986; Willmott, 1986; Armstrong, 1987;
Lehman and Tinker, 1987; Puxty et al., 1987; Whittington, 1989; Armstrong, 1993; Robson et
al., 1994; Puxty et al., 1997; Hendrickson, 2001) and major changes in auditing practices (e.g.
Burchell et al., 1985; Miller and O’Leary, 1987; Miller, 1991; Young, 1994). Distinctively, and
more negatively, for a number of these critical studies, especially when about a self-regulated
auditing profession, the concept of the profession itself is referred to in relation to both
regulators and practitioners. Here, the regulation of the profession is seen to be associated with
a causal indulgent relationship between regulators and practitioners, where professional bodies
facilitate providers of auditing services with the judgement domain or indeterminacy of their
task (e.g. Willmott, 1990; Puxty et al., 1997; Sikka, 1997; 2002). This is, as the profession is
self-regulated, to establish and maintain the profession’s claim of serving the public ‘best
interest’ (e.g. Sikka et al., 1989) and, thus, hide the commercial nature of their services (e.g.
Hanlon, 1996); and, most of all, gain the trust and support of the state (e.g. Sikka and Willmott,
1995; Mitchell et al., 1996). Accordingly, any change in the regulatory structure and contents
would be related to what the practising division of the profession favours (e.g. Power, 1993;
Robson et al., 1994). On the other hand, it was argued in some other studies, using critical
perspectives, that the regulation of the auditing profession can involve conflicts between
regulatory bodies and professional firms, as it can be associated with intervention, ineffective
barriers to enter the profession, unnecessary constraints on auditing practices and increase in
the cost of professional firms (e.g. Radcliffe et al., 1994; Velayutham, 1996).

The regulation of the auditing profession has an impact on the demand for and supply
of auditing service (Turley and Sherer, 1991). The method of regulating the auditing profession
varies from one country to another, depending on the social, economic and political status of
each country. However, various forms of auditing regulatory systems, to some extent, share the
focus on defining the licensing, disciplinary and monitoring rules and issuing standards and
ethical codes for practitioners. The regulatory system, thus, is seen as a controlling activity
through which the identity, role, actions and activities of practitioners are defined and
monitored in line with pre-existed defined and standardised requirements. Since auditing
practices are dependent upon standardised requirements, any changes to these requirements,
whether as a consequence of change in the structure of the regulatory system, or as a revisionary
adjustment to the existing requirements to meet specific ends, can have significant effects on
the nature of such practices (Turley and Sherer, 1991).

This work explores the interaction between the practising and regulatory divisions of the
auditing profession, focusing particularly on the effects that changes in the context of the latter
can have on the former. It examines this interaction within the auditing context of Saudi Arabia,
where remarkable changes in the nature of regulating auditing practices have taken place
following the passage and implementation of the 1991 CPA Regulation (SOCPA, 1994). These
changes have affected the supply side of the Saudi audit industry, in terms of new CPA licensing
and disciplinary rules, the establishment of an accountancy regulatory body, and, consequently,
the issuance of new auditing standards and ethical codes, the setting of professional fellowship

Muhasebe ve Finans Tarihi Arastirmalari Dergisi
2021/0cak (20);(23-44)



26

Al-Angari

examinations and continues training requirements, and the implementation of quality review
programme for professional firms.

This paper outlines the results of series of research conducted during the last few years
within the auditing context of Saudi Arabia. It involves a specific concern, namely: showing
how could the issuance and implementation of numerous auditing regulations be utilised to the
favour of professionals. It will proceed in five sections including a final concluding section, as
follows. Section two outlines the implemented theoretical ideas drown from the political
economy theory. Third section provides a brief background to the context of the auditing
profession in Saudi Arabia. Section four outlines the results of several research works
conducted within the Saudi auditing contexts within the last few years, and finally, section five
provides discussion and concluding comments.

2. POLITICAL ECONOMY THEORY

A clear articulation of the characteristics of Marxism perspective in accounting research
can be seen in Cooper and Sherer (1984), who argued for a political economy approach in
accounting research, based on the Marxist school of thought. The authors reasoned the need for
this alternative to the neglecting of various users of accounting information in the positive
accounting, apart from shareholders. They also argued for a recognition of the existence of
power and conflict within society, stressing that it is important to scrutinise the effects which
accounting and auditing reports have on the distribution of income, power and wealth in society.
Consequently, the contested nature of value forms a major theme in such enquiries, where, also,
attention is paid to the specific historical and institutional environments in which accounting
and auditing is conducted, together with the roles played by multinational business
organisations, the state and any other interested parties. A concern with the potential of people
is important at all times, as is the issue of their emancipation. This is to be complemented by
an exploration of the manner in which the practice of accounting and auditing can contribute to
the objective of emancipation.

Within the political economy perspective, the study of the auditing phenomenon focuses
on the relationship between auditing systems and their social, economic and political context.
Thus, issues such as power, social conflict, the role of the state and professional bodies in
shaping auditing policy, the effects of auditing reports on the distribution of income and wealth
in society, the historical change of cultural values, people’s response toward auditing reports,
and all other socio-political aspects are considered very important factors in the process of
reality construction.

Furthermore, the political economy perspective is based on a belief that auditing is not
neutral and objective, nor that it serves the public interest, as is claimed be by regulatory bodies.
Instead, it is viewed as a highly partisan practice and a useful tool for shaping social behaviour
and attitudes.

Cooper and Sherer (1984) also provided a guideline for researchers who want to adopt
the political economy approach. This guideline includes three methodological requirements:
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the first is to be ‘explicitly normative’, where the researcher explains his view of the social
structure. The second is to be ‘descriptive’, where the researcher should describe the
relationship between political forces and cultural values, and the way in which accounting is
exercised in the society under examination. The third is to be critical, where the researcher
should understand the contestable role of auditing.

Neimark and Tinker (1986) provide an example of the adoption of political economy
perspective in accounting empirical research. Their study aimed at supporting a critique to the
traditional control model, in its ignorance of the ‘socio-historical’ environment of management
control system, and its failure to recognise the relationship between organisations and their
social, economical, political context. Therefore, the authors suggested an alternative ‘dialectical
approach to control’ through which an understanding of the relationship between an
organisation’s control system and its environment can be obtained. According to this approach,
the driving force for societal change in capitalist society is a result of the existing contradictions
which are inherent within the structure of society.

Informed by the political economy ideas outlined in this section, an insights into the
Saudi auditing profession is provided the next section followed by a review of some recent
literature on the Saudi auditing profession, in the last section.

3. INSIGHTS INTO THE SAUDI AUDITING PROFESSION

The period taken in developing the auditing profession in Saudi Arabia is considered to
be relatively short. It was first introduced as a profession in the Kingdom in 1950, as it received
the first legal acceptance through the first Income Tax Act. But despite the limited length of
this period, the Saudi auditing profession has witnessed several major stages of development,
starting from the period when auditing was practiced in the absence of regulations, to the
appearance of limited rules and conditions concerning the competence of the auditor and his
rights and obligations by the passage of the first Companies Act in 1965, to the enactment of
the first CPA Law in 1974 which has been seen as lacking of the minimum basic requirements
needed for organizing the profession (e.g. professional standards, ethical codes and quality
control and continues training programmes), to the approval of the first package of professional
standards by the Ministry of Commerce in 1983, as a result of remarkable efforts made by the
Ministry with the aid of one of the pioneer national professional firms. During these stages, a
number of academic conferences dealing with “methods of developing the accounting and
auditing profession in the Kingdom” has taken place in King Saud University, the first
conference was followed by the establishment of the first academic association for accounting
in the Kingdom in 1981 under the name of the “Saudi Accounting Association”.

Through the above mentioned stages, the Saudi auditing profession has suffered from
two fundamental issues. Firstly, the absence of an appropriate system for accounting education
and training, and hence, the lack of qualified national professionals. Secondly, the absence of a
specialized regulatory body, which led to the absence of obligatory professional standards,
ethical codes and other rules and regulations required for controlling the practices of auditors,
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and hence, the difficulty of comparing and judging the quality of professional performances.
These difficulties had led to the emergence of a gap between the economic development and
the profession. Despite the considerable increase in the numbers of national and international
professional audit firms, determining the level of quality was left to the practitioners of these
professional firms.

The current modern structure of the organization of auditing profession in Saudi Arabia
is traceable to issuance of the present CPA Law by the Royal Decree No. 12/M in November
1991. The issuance and implementation of the new CPA Law is seen as a culmination of the
efforts put into the development of a Saudi conceptual framework by the Ministry of
Commerce, professionals and the SAA. Article 19 of the Law entails the establishment of a
professional body (Saudi Organization for Certified Public Accountants, SOCPA) responsible
for and authorized to organise, regulate and promote the accountancy profession. The objectives
of SOCPA can be summarized as follows: (1) reviewing, developing and issuing accounting
and auditing standards, (2) setting and organising professional fellowship examinations, which
should include theoretical topics and practical skills as well as related regulations, (3)
organizing continuous training programmes, (4) undertaking research on accounting and
auditing related issues, (5) publishing journals, books and bulletins on accounting and auditing
related issues, (6) monitoring professional compliance with the 1991 CPA Law and the issued
accounting and auditing standards and codes of ethics, and (7) participating in local and
international accounting and auditing conferences (SOCPA, 1994, CPA Law of 1991, Article
19, pp. 6-7).

Although this body operates under the supervision of the Ministry of Commerce, it
reflects a remarkable movement in the nature of the Saudi accountancy regulatory system, from
having been entirely governmental in form to becoming a quasi-self-regulatory system, since
almost half of the total number of participants in SOCPA’s Board of Directors is certified public
accountants. The new CPA Law provides not only regulations concerning the internal
regulation of the profession, conditions of registration, registration procedure, obligations and
penalties of certified public accountants, but also the mechanisms that enable the
implementation of such regulations.

Following the establishment of SCOPA, the auditing profession in Saudi Arabia has
witnessed remarkable changes. Fundamental changes, among others, have been reflected in the
nature of the new regulatory system, moving from a governmental form to becoming closer to
a professional self-regulatory form. Following this remarkable reform, basic requirements
needed to the enhancement of the profession (e.g. accounting and auditing standards, ethical
codes, quality review programs and licensing rules) have been prepared by a number of
specialised committees formed within SOCPA, and approved and enacted by SOCPA’s Board
of Directors during a relatively short period of time. In addition, during the same period SOCPA
has organized accounting and auditing conferences and training programmes, undertaken and
published research on existing accounting and auditing practices and a professional bulletin.

The practice of auditing in Saudi Arabia has also gone through many stages of
development, starting the beginning when auditors used to undertake comprehensive checking
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and testing of all transactions and account balances included in the records and financial
statements, then moving to make use of statistical sample methods and analytical review in
order to reduce the extent and depth of auditing procedures, and finally applying the systems
based and risk based approaches (Al-Angari, 2004). Similarly, the roles and functions of
auditing firms have also witnessed a considerable movement, especially during the past decade,
when these firms began to concentrate on providing value-added audit services in order to
compete within a highly competitive market. Such a movement has brought about new concepts
of auditing and gave the opportunities to audit firms to market a wide range of consulting
services beside the traditional auditing and accounting services. This transition contributed to
give a considerable commercial feature to the professional services provided by these firms,
and led in its turn to change the predominant concept of the role and function of these firms
which were based mainly on practicing auditing and other accounting services in a way that
assures providing the best professional service to the economic community and society in
general (Al-Angari, 2003).

Finally, it must be noted that despite of the considerable efforts made for the
development in the organizing and practicing of the auditing profession in Saudi Arabia,
empirical evidences indicate the existing of some major problems, including the failure of
professionals to comply adequately with many professional rules and regulations despite the
implementation of the quality review programme by SOCPA over auditing firms (Al-Angari
and Sherer, 2002). It is a matter of fact that the difficulty which the professional firms face in
accepting the compliance with any new regulation is mainly associated with the freedom they
enjoyed throughout the stages that were prior to the issuance of 1991 CPA Act. Moreover, the
Saudi auditing profession environment suffers from the continuity and spread of the low audit
fees and its negative effects, not only on the relationship between professional firms, but also
on the nature and quality of services provided by them (Al-Angari, 2005). It also suffers from
the limited number of professional firms, as well as the existence of monopoly over professional
services exercised by limited number of big firms. Recent statistics indicate that 78% of the
income of professional firms in the Kingdom (102 offices) is concentrated in only 11 firms,
which employee 53% of the total number of auditing practitioners in the Kingdom (The
SOCPA Magazine, Issue. 23, January, 2000, p. 2).

4. RECENT STUDIES ON THE SAUDI AUDITING PROFESSION

Al-Angari and Sherer (2001) provides an understanding of the nature and extent of the
changes that took place within audit firms operating in Saudi Arabia following the
implementation of quality review programs for audit firms by the Saudi Organization for
Certified Public Accountants (SOCPA). Establishing this understanding was based upon the
‘processual’ theoretical models of ‘first and second order’ organizational change (Laughlin,
1991; Laughlin and Broadbent, 1996a). The Habermasian ‘three stage discursive processes’
(Habermas, 1988) were used, as the methodological approach for this empirical research, to
explore a case-study involving a variety of seven selected audit firms operating in Saudi Arabia.
This paper concludes that the implementation of quality review programs for audit firms by
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SOCPA has affected the core activities of the seven audit firms in question, generating ‘second
order’, ‘evolution’ and ‘colonization’ changes. It also concludes that although the consequences
of the new imposed programs have been welcomed by some individual professionals and firms,
as well as representatives of other interest groups within the Saudi accountancy context, they
were unwelcome to many others.

Al-Muatiri and Al-Angari (2002) argued that the future of the organization of the Saudi
Accountancy profession might encounter significant pressure from the effects of the World
Trade Organization (WTO). As it was expected that the Saudi accountancy profession will seek
to follow the WTO, the paper provided an analysis that revealed the necessary role for the
accountancy profession to develop its local regulations. Additionally, the paper explored the
importance of assessing and improving the professional competence and the requirements of
professional accountants. The paper concluded by asserting that the adoption of international
accounting and auditing standards is crucial to follow the WTO.

Al-Angari (2003) aims to provide an understanding of the nature and extent of changes
that occurred or expected to occur within audit firms operating in the Kingdom of Saudi Arabia
following their compliance to implement regulations related to the Saudisation policy. The
significance of this paper comes from providing a basis upon which future evaluation of the
requirements of the imposed regulations can be undertaken. The results of this paper were
derived from a qualitative empirical study that has been conducted on four selected audit firms
operating within the Saudi auditing environment. The results suggested that the compliance of
the audit firms under research to implement the imposed Saudisation regulations will lead in
any case to the occurrence of changes that affect part of the intangible concepts embedded
within these firms which normally constitute their cultural and societal bases, as well as some
of their tangible or technical concepts. In the light of the details of the theoretical approach that
has been applied in collecting and analysing the empirical data, this paper concluded that the
remarkable split in the views of members of the audit firms under research regarding the extent
to which they accept these changes must reflect in describing their nature and occurrence
procedure.

Similarly, Al-Angari (2004) aims to determine the nature and extent of changes that
occurred or are expected to occur within audit firms operating in the Kingdom of Saudi Arabia
resulting from their compliance to conform to a growing number of auditing standards issued
by the Saudi Organisation for Certified Public Accountants (SOCPA). The significance of this
paper comes, on one hand, from providing a basis upon which future evaluation of the
significance and legitimacy of developing local auditing standards can be undertaken, and, on
the other hand, from determining the appropriateness of such standards to the Saudi auditing
environment and, in particular, the extent to which developing these standards can be seen as
more efficient than relying upon other existing and widely accepted standards, such as the
American auditing standards, the international auditing standards and the auditing guidance in
the UK. The results of this paper were derived from a qualitative empirical study that has been
conducted within eight selected audit firms operating within the Saudi auditing environment.
The results of this study suggested that the compliance of the audit firms under research to
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follow local auditing standards has led or is expected to lead in any case to the occurrence of
changes that affect part of the intangible concepts embedded within these firms which normally
constitute their cultural and societal bases, as well as some of their tangible or technical
concepts. In the light of the details of the theoretical approach that has been applied in collecting
and analysing the empirical data, this paper concluded that these changes cannot be considered
as resulting from normal and accepted developments regarding the firms’ reasons for existence
and bases that govern the nature and details of the firms’ core activities, especially when the
majority of their members have confirmed their dissatisfaction regarding the significance and
appropriateness of developing local auditing standards by SOCPA, as well as their
dissatisfaction regarding the difficulties of following and implementing such standards while
dealing with major problems from which the Saudi auditing environment suffers.

Al-Sudairi and Al-Angari (2004) explored aspects of the expectation gap existing
between auditors and parties benefiting from their services within the auditing profession’s
environment of the Kingdom of Saudi Arabia. Their findings suggested that a consensus does
not seem to exist between different parties under research (auditors, parties benefiting from
their services, and financial managers). Although these parties agreed on certain aspects
regarding the nature of the auditor’s work and his responsibilities as well as social expectations
in relation to the required quality of the auditor’s work and contemporary challenges facing the
Saudi auditing profession, the results suggested that these various beneficiary parties do not
share similar views regarding other aspects of these issues. By way of concluding, the
researchers stressed the importance of monitoring the compliance with the issued accounting
and auditing standards and regulations, improving social awareness of the role and
responsibilities of auditors, and undertaking research on contemporary challenges facing the
Saudi auditing profession.

Al-Gamdi and Al-Angari (2005) explored the impacts of implementing quality review
program on audit firms in the Kingdom of Saudi Arabia Their findings suggested that
implementing the quality review program on audit firms in the Kingdom has led to the
enhancement of the quality of professional services provided by audit firms. It has also helped
to eliminate professionals’ misconduct by controlling their compliance with the profession’s
standards, ethical codes and other related rules. Moreover, results of the research had uncovered
a number of hindrances that prevented audit firms from fulfilling all the requirements of the
quality review program and together with a number of problems that result from the program’s
implementation over targeted firms.

Al-Angari (2006) provided an evaluation of audit reports in Saudi Arabia in order to
bring to light whether there are factors that limit the level of clarity and usefulness of such
reports to their users. The empirical study of this research had been directed at determining the
shortcomings that limit the possibility of obtaining audit reports that are clearer and thus more
useful to the users of such reports, with respect to the requirements of the Saudi auditing
standards, control procedures that assure their implementation, and the level at which various
beneficiary groups within the Saudi auditing context are aware of the nature of work undertaken
and roles played by auditing practitioners within the course of undertaking the assignments
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under audit reports. The results of the empirical study indicated that most participants agreed
on the significant of adding a number of important requirements to the Saudi auditing standard
while considering the availability of a number of principals and methods that assure increasing
the effectiveness of the quality review program imposed by SOCPA on audit firms operating
in Saudi Arabia, noting that the results of the empirical study also showed the users of audit
reports in Saudi Arabia have a high level of awareness regarding the nature of work undertaken
and roles played by auditors. Three recommendations had been provided in this paper,
including stressing the significant of developing the requirements of both the Saudi auditing
standard and the quality review program on the light of the results of the empirical study, in
addition to stressing the significant of supporting the methods that may assure maintaining the
higher level of awareness by various beneficiary groups within the Saudi auditing context of
the nature of work undertaken and roles played by auditing practitioners within the course of
undertaking the assignments under audit reports.

Al-Shatri and Al-Angari (2006) explored the impact of low level audit fees on the quality
of professional performance, as well as its impacts on firms continuation, increase of
competition in the audit market and professional breaches. Their were contradictory to a large
extent, these revealed that although no major effects were caused by the reduction of audit fees
on the quality of professional performance, such a reduction has generated other matters
including, reducing the willingness of being a professional within the audit industry,
minimizing the chances of attracting new qualified professionals and increasing the severity of
competition and professional misconduct and violations. The study also revealed that there were
more effects on smaller firms compared with larger firms. These small firms were seen to be
more ready to accept the damages caused by the reduction of audit fees, and thus being unable
to maintain an accepted level of professional performance and avoid violation. The study
concluded by providing a number of recommendations, including the necessity of actuating the
expecting role of the quality review program in order to ensure improvement in the quality of
the performance of audit firms, the necessity of imposing a minimum limit on audit fees along
with a controlling and regulatory roles played by SOCPA, the necessity of increasing public
awareness of the role and function of the auditing profession within society, the necessity of
encouraging accuracy in selecting and comparing auditors as well as concentrating on quality
and qualification rather than on the low fee factor, and encourage small firms to merge in
suitable groups where they can consolidate their capabilities, qualifications and experiences in
order to strengthen their position in the market, develop their professional methods and expand
the scope of their professional services.

Al-Amr and Al-Angari (2007) evaluated major regulatory pillars upon which the
auditing profession in the Kingdom of Saudi Arabia is based (including professional standards,
ethical codes of professional conduct, fellowship examinations, continues professional
education programs, quality review programs, and communication channels that assure the
delivery of rules and regulations to auditors and society in general) through measuring the
effectiveness of such regulatory pillars in dealing and coping with the difficulties and
challenges facing the Saudi auditing profession’s environment and restricting its negative
effects. Their findings suggested that a consensus does not seem to exist between auditors on
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one hand and related parties on the other hand on their knowledge of difficulties and challenges
facing the Saudi auditing environment. The significant of some aspects related to the factors
explored in the empirical research (including the limitation of compliance with professional
standards, ethics and other rules and regulations by auditors, the persistence and spread of
existing “low baling” concept (i.e. low level audit fees) within the Saudi audit environment, the
monopoly over professional services by a limited number of professional firms, the existence
of regional professional bodies, and the affiliation to the World Trade Organization by Saudi
Arabia) Moreover, there were differences in the responses of parties under research regarding
other aspects related to the same factors. Although, these parties agreed on their knowledge of
major regulatory pillars upon which the auditing profession in Saudi Arabia. The paper is
concluded by providing some recommendations, such as participating of academics in
correcting the laws of accounting and auditing, assuring the existence of fair balance between
fees and effort in all audit assignments, and the consideration that should be placed by SOCPA
on various required changes on its strategic plan that would enable Saudi Arabia to achieve the
requirements of the World Trade Organization.

Al-Jifri and Al-Angari (2007) explored the incentives towards the trend of expanding
the extent of professional services provided by audit firms in the Kingdom of Saudi Arabia, to
include a wide range of financial, administrative, economic and technical consultancy services
together with the traditional accounting and audit services; based on the supply and demand
indications in Saudi market as a basis to interpret such a trend. Also, this research discusses the
effect of providing such services to an audit client on the auditor independence. The researchers
had based the conduct of the research on dividing the research sample into two main parts, the
first reflected the supply side, which was represented by certified public accountants, and the
second reflected the demand part, which was represented by parties benefiting from services
provided by audit firms. The results of the empirical study indicated that agreement seems to
exist between the two sides of the research sample regarding a number of factors relating to the
demand and supply of non-audit services provided by audit firms, and a number of reasons for
the demand on such services, in spite of having some differences on the degree of significance.
The results also indicated that the provision of non-audit services to audit clients could have a
minor or limited impact on the independence of the auditor. In the conclusion of the research,
the researchers stressed the necessity of issuing a package of regulations and standards by
SOCPA related to the provision of non-audit professional services rather than concentrating
only on the traditional audit service in a way more accurate and suitable to the audit profession’s
environment in Saudi Arabia in order to regulate the practices of such services and assure the
auditor independence in both substance and appearance. The researchers also stressed the
necessity of enhancing social awareness of the role, scope, nature of work and responsibilities
of audit firms, as well as giving more support to research related to non-audit services and their
related professional standards and regulations, together with research related to the problems
and challenges that faces audit firms by way of attempting to find-out and suggest proper
solutions through implementing contemporary research methodologies so as to reach more
effective results.
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Bakr and Al-Angari (2008) explored the concept of value-added auditing in its forth
generation, as well as uncovering its supply and demand obstacles in the Kingdom of Saudi
Arabia. Their results assured the existence of a modern concept of auditing which requires
undertaking unconventional auditing procedures that aim at providing additional services to
clients in order to improve their performance and assure their satisfaction. Also there were a
number of obstacles that limit the implementation of such a concept in Saudi Arabia, related to
the economic factors of the market and business, regulations, and related to the auditing
profession itself. In addition the results of the empirical study indicates that there is an adverse
relationship between providing value-added audits and auditor’s independence. Finally, this
research is concluded by providing some recommendations, such as stressing that the provision
of value-added auditing in the Kingdom of Saudi Arabia requires the existence of a more
transparent business environment as well as professional firms’ compliance to continuously
develop the capabilities of their professional members of staff allowing them to capture new
concepts and methods of their professional practices, and while, on the other hand, the growing
demand on such a service requires increasing beneficiary parties’ awareness of its significant,
implementation requirements and additional features as well as assuring that its provision does
not affect the auditor’s independence.

Al-Angari (2008) aims at exploring the impacts of the monopoly over the provision of
audit service by a limited number of large professional firms on the quality of professional
conduct in the Kingdom of Saudi Arabia. To achieve that, a positive methodological approach
has been implemented. This approach is based on exploring, explaining and predicting certain
phenomenon through reviewing previous researches as well as understanding the current status
in order to reach a number of definitions and to identify all sorts of factors related to this
phenomenon. Based on ideas drawn from such methodological approach, the researcher had
identified the research main hypothesis. This has been examined using questionnaires through
which a number of factors have been used. Selecting and determining these factors were
facilitated by issues taken from previous researches on the market economics and concentration
and quality of professional conduct, together with the researcher’s personal understanding of
the development of the auditing profession in Saudi Arabia and his interpretation of the
difficulties and challenges facing that profession today. The empirical study were conducted
over samples of parties representing auditors working for those professional firms holding a
significant portion of the Saudi audit market, financial executives of publicly owned companies
who used to be audited by such firms, and inspectors working for the quality review program
over professional firms. The findings of this research suggested that a general agreement exist
amongst the various parties of the research sample supporting the negative impacts of the
monopoly over the provision of audit service by a limited number of large professional firms
on the quality of professional conduct in the Kingdom of Saudi Arabia, which support the
validity of the research main hypothesis.

Al-Jadani and Al-Angari (2009) aims to explore the extent to which size, reputation and
nature of competition between audit firms impact upon the quality of their professional
performance in the Kingdom of Saudi Arabia. The importance of this research comes from the
need to improve the level of quality and efficiency in the auditing profession in Saudi Arabia,
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through focusing on the essential factors that directly impact upon the quality of professional
performance, these factors include size, reputation and nature of competition between audit
firms. To achieve that, a questionnaire has been designed based on certain indicators and was
directed to examine each of the study's two main hypotheses, based on the positive
methodological approach. The result of the study has indicated that the first hypothesis which
related the size and reputation of audit firms with level of professional performance quality by
a positive relation was accepted, whereas the second hypothesis which related the competitive
relations between audit firms and quality of professional performance by reverse relation was
refused. Finally, the researchers provided a number of recommendations, among which was the
necessity for small audit firms to restructure their present structures and to merge in suitable
groups, as most of the beneficiary parties consider the size and reputation of audit firms to be
as a scale for the quality of professional performance, and also the need for more studies relating
to the nature of competitive relations between audit firms to explore the negative effects on the
quality level of professional performance, as the majority belief on the positive effect of
competitive relations on the quality of professional performance.

Al-Aglah and Al-Angari (2010) aims at exploring the expected future scenarios of the
Saudi auditing profession after the affiliation of the Kingdom of Saudi Arabia to the World
Trade Organization (WTO). The paper also tries to clarify local and international variables
affecting the profession, and investigate the ability of the various stakeholders to contain and
absorb the affiliation’s consequences. To achieve that, a questionnaire has been designed based
on certain elements directed to each of the study’s two main hypotheses. These elements were
derived from previous literature combined with the consideration of the nature and the
development of the auditing profession in Saudi Arabia, noting that the researcher has adopted
the positivism approach to conduct this research and achieve its objectives. The results of this
study showed that the Saudi Arabia's affiliation to the WTO will lead to fundamental impacts
on the nature, components and mechanisms of regulating the auditing profession in Saudi
Arabia. By joining the WTO's regulations, laws and legislation, major changes should start to
develop plans and goals for treatment. Moreover, results showed that affiliation will imply
remarkable effects in the nature and requirements of the practice of the auditing profession in
Saudi Arabia, and hence, there is a necessity to cope with these changes. Finally, the study
concludes with some recommendations related to the regulation of the profession, such as the
restructuring of the Saudi Organization for Certified Public Accountants (SOCPA) and its
professional rules and regulations, and related to the practice of the profession, such as the
necessity to reconsider the adoption of all mechanisms that could lead to the development of
the quality of professional conduct of the practitioners of the auditing profession in Saudi
Arabia.

Al-Thenaian and Al-Angari (2010) aims to uncover the causes of the “audit opinion
shopping” concept in Saudi Arabia and measuring and analyzing its impacts on the organizing
and practicing of the auditing profession. The importance of this research comes from the
significance of its topics which relates to a profession that relies directly on public confidence,
as well as the lack of relevant literature relates to the Saudi auditing profession’s environment.
For the purpose of achieving the objectives of this research, a positive methodological approach
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has been implemented and used to identify and formulate one question and one hypothesis, and
a questionnaire has been used as a method for collecting data to know the views and trends of
the sample drawn from the research community which constitutes of Certified Public
Accountants working in Saudi Arabia. The results of the empirical study indicates that there are
five causes of the presence of this phenomenon, which are: the auditor refuses to accept new
auditing assignment due to the low level of fee offered by the new client, auditor does not accept
the accounting procedures implemented by the audited company, direct request from the new
financier or investor to the company to change the current auditor and replace him by another
one, the auditor does not accept to perform an additional tasks which are not included in the
audit engagement letter, and finally, the auditor does not accept the company’s level of
commitment to the audit requirements and accounting standards adopted in Saudi Arabia. Also,
the study showed that most of the participants in the questionnaire were not sure of the existence
of the “audit opinion shopping” and its impact on the auditing profession in the Kingdom.
Meanwhile, the results of the study ensured the reliability of the study's hypothesis that, the
presence of the “audit opinion shopping” adversely affects the organization and practice of the
auditing profession in Saudi Arabia, based on the views of auditors who are familiar with the
impacts of the phenomenon on the environment of their own profession. At the end of this
research, the researchers provided a number of recommendations, of which the most important
were: stressing the importance of supporting the ongoing awareness of the audit opinion
shopping phenomenon and its causes and effects, the need for an effective cooperation between
the Saudi Organization for Certified Public Accountants (SOCPA) and the Saudi Capital
Market Authority (CMA) by which a system that can enable an effective turnover of auditors
between companies especially open and closed joint companies and to ensure auditor
independence from the company's management can be developed and implemented, the need
for establishing a continues communication between the CMA with the auditors to review
existing shareholding companies, the need for ensuring an effective communication between
the current and old auditors and the possibility of exchanging information between them, the
need for developing and implementing a system that can limit the ability of the current auditor
in providing non-audit services to audit clients, the need to ensure the auditor’s right to discuss
his dismissal decision in the general meeting with the company’s shareholders and, finally, the
need to have an application that must be completed by companies who decide to change their
auditors while allowing a space where auditors can explain the reasons for their dismissal.

Samman and Al-Angari (2011) aims at evaluating the effectiveness of audit reports in
taking investment decisions from the point of view of users of such reports in the Kingdom of
Saudi Arabia. The significance of this research comes from the need to have a basis upon which
proper future solutions that enable the existence of effective information sources for investment
decisions makers, including audit reports that had been prepared and approved by certified
public accountants in Saudi Arabia, especially when the number of academic studies and
research relating to audit reports in the Kingdom of Saudi Arabia are limited. This has been
accomplished through highlighting the most important factors that support the level of clarity,
usefulness and comprehensibility of audit reports, and thus, the possibility of using these reports
as bases for successful investment decisions, as well as identifying other sources of information
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that can be used as bases for taking investment decisions rather than audit reports. To achieve
that, a questionnaire that includes a number of indicators directed to test the research’s two
hypotheses has been designed, as a positive research methodological approach was
implemented. The results of the empirical research support the reliability of the first hypothesis,
which in turn, support the significance of having clearer, and more useful and comprehensive
audit reports, to be able to use there reports as bases for successful investment decisions. The
results also support the reliability of the second hypothesis, which in turn support the
importance of having various sources of information that can be used as bases for taking
investment decisions rather than audit reports. By way of conclusion, the researchers have
provided a number of recommendations, among which were emphasizing the significance of
the factors that enhance the level of clarity, usefulness and comprehensibility of audit reports,
asserting the significant of supporting the methods that may assure a higher level of awareness
to such factors by various beneficiary groups and the Saudi society at large, and asserting the
importance of enhancing investors’ awareness of the significance of using audit reports as well
as other proper sources of information that can help in reaching successful investment decisions.
The researchers have also emphasized the importance of undertaking more research relating to
audit reports within the Saudi auditing context, due to the lack of the proper number of related
studies, and due to the significance of these research for the investment decision of a wide
beneficiary group.

Zeater and Al-Angari (2011) aims at clarifying and discussing how much an auditor
depends on his judgment during the fieldwork processes embedded within the conduct of
auditing assignments, and his ability to comply with the requirements of fieldwork auditing
standards for his contracted auditing assignments. It also aims at uncovering the impact of the
variations of performance between auditors, which results in using judgments during the
interpretation of the requirements of the fieldwork standards, and how this can impact upon the
quality of their professional performance. The importance of this research comes from
facilitating the scientific basis required to clarify the relationship between using judgments and
complying with a number of requirements of various fieldwork auditing standards, as well as
to clarify how judgments can impact upon the quality of auditors’ professional performance.
The significance of establishing such a basis resides in maintaining public confidence for the
auditing profession, especially through limiting doubts around the ability of the auditing
standards to achieve their aims in unifying professional performance. In order to achieve these
aims, a questionnaire was designed containing a number of statements taken from fieldwork
standards which the researcher considered as providing auditors with the ability of using their
judgments, in addition to a number of elements related to the quality of professional
performance which, the researchers believes that the judgments may negatively affect them.
These statements and elements were directed to examine the two research hypotheses, based on
the positivism methodological approach. The results of the empirical study supported the
reliability of two hypotheses, as they indicated that the judgment of the auditor contributes to
having a wide range of variations in professional performance, and such variations do
negatively impact upon the quality of auditors’ performances. By way of conclusion, the
researchers provided a recommendation that requires the Auditing Standards Committee of the
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Saudi Organization for Certified Public Accountants (SOCPA) to prepare a revised version for
their issued standards and opinions that include a clear and accurate definitions for the
numerous undefined phrases, as well as requiring audit firms to implement continues training
programs for professional staff including new entrants in order to standardize practices while
emphasizing the importance of that in their audit manuals.

Al-Eatani and Al-Angari (2012) aims to uncover whether the concentration of the
provision of audit service in a limited number of audit firms affect the regulation of the audit
profession in Saudi Arabia. In order to achieve such an aim, a questionnaire containing a
number of elements of and bases for regulating the auditing profession in Saudi Arabia was
designed. These elements and bases were implemented and directed to examine the research
hypothesis, based on the positive methodological approach. The results of the empirical study
supported the reliability of the research hypothesis, where the results of the empirical study
indicated that the monopoly over the provision of the audit service by a limited number of
professional firms do negatively affect the regulation of the audit profession. By way of
conclusion, the researchers provided a recommendation that the Saudi Organization for
Certified Public Accountants (SOCPA) must implement various methods and strategies that
can ensure limiting the spread of market concentration for the audit service. Such methods and
strategies should be directed to ensure proper consistency between the number and size of audit
assignments accepted to be undertaken by a specific audit firm in one hand and the number of
equity partners in that firm; the implementation of an executive plan for gradually increasing
the number of partners in large audit firms; the enforcement of a statuary requirement for audit
firms to disclose the details of their professional engagements in their proposals to audit
committees of public companies; the avoidance of applying audit firms’ categories by banks
and financial institutions and requiring their clients to approach certain audit firms; and finally
encouraging the mergers of small and medium size audit firms so that they can compete with
large firms.

5. DISCUSSION AND CONCLUDING COMMENTS

It seems that the regulatory changes in the Saudi auditing profession reflect the Saudi
government’s intent to exert a controlling influence over the behaviour of audit firms, requiring
them to implement national policies and meet certain defined quality levels in conducting their
audit procedure. The government’s intent, therefore, was to make audit firms accountable for
what they are doing, through monitoring their work, ensuring compliance with accounting and
auditing regulations, encouraging the development of credible audit services to meet the needs
of financial statements users, and, thereafter, bringing the auditing profession in line with the
economic development the country has been experiencing since the 1980s. Through a newly
established regulatory body the Saudi Ministry of Commerce’s intention was to enable the
creation of conceptual frameworks by which the accountancy profession can be improved.
SOCPA was seen to be the agent by which such frameworks were developed, resulting in the
issuance of wide-ranging sets of accounting and auditing standards, codes of ethics,
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professional examinations, training and quality review programmes, and licensing and
disciplinary regulations.

Despite the government being an enabler for the move towards professional autonomy
for professional auditors, by the creation of a quasi-self-regulatory accountancy body, many
professionals perceived this new movement to be both inappropriate in terms of their previous
actions and illegitimate in terms of its potential threat.

This allowed professional auditors to contain the changes through practising their rights
as key players in SOCPA’s Board and Committees. In that they succeeded in utilising the issued
regulations to avoid harms to their firms.

Finally, it must be noted that despite of the considerable efforts made for the development in
the organising and practicing of the auditing profession in Saudi Arabia, empirical evidences
indicate the existing of some major problems, including:

1- The failure of professionals to comply adequately with many professional rules and
regulations despite the implementation of the quality review program by SOCPA over
auditing firms (Al-Angari and Sherer, 2002). It is a matter of fact that the difficulty
which the professional firms face in accepting the compliance with any new regulation
is mainly associated with the freedom they enjoyed throughout the stages that were prior
to the issuance of 1991 CPA Act.

2- The Saudi auditing profession environment suffers from the continuity and spread of
the low audit fees and its negative effects, not only on the relationship between
professional firms, but also on the nature and quality of services provided by them (Al-
Angari, 2005).

3- It also suffers from the limited number of professional firms, as well as the existence of
monopoly over professional services exercised by limited number of big firms. Recent
statistics indicate that 78% of the income of professional firms in the Kingdom (102
firms) is concentrated in only 11 firms, which employee %53 of the total number of
auditing practitioners in the Kingdom (The SOCPA Magazine, Issue. 23, January, 2000,

p. 2).
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DENETIM DUZENLEMELERI ACISINDAN ARNAVUTLUK
DENETIM MESLEGI ORGANiIiZASYONU

oz

Denetim, ekonomik operasyonlar ve olaylar hakkindaki iddialara iliskin kanitlarin objektif
olarak elde edilmesi ve degerlendirilmesinden olusan sistematik bir siiregtir. 1990'lardan sonra sosyalist
bir rejimden gelen, gelismekte olan bir Ulke olarak Arnavutluk, sosyalist ve merkezi bir ekonomiden
serbest piyasa ekonomisi kurallarinin uygulandigi bir kamu ekonomisine gegerek derin bir doniisiim
slirecinden geciyor. Bu galigmanin amaci, Arnavutluk'ta 1990l yillardan giiniimiize denetim meslegi,
yasal diizenlemeler ve egitim alaninda yasanan tarihsel gelismeleri incelemektir.

Anahtar Kelimeler: Dis ve i¢ denetim. Profesyonel organizasyonlar. Yasal diizenlemeler.
Egitimsel gelismeler. Arnavutluk.

Jel Kodu: M41, M48.

1. INTRODUCTION

Auditing has existed since the beginning of human society. Auditing was used mostly
for the detection of fraud and was done through extensive detailed examination from ancient
times until the late nineteenth century (Lee, 1988). Although the objectives and concepts that
guide present-day audits were almost unknown in the early years of the 20th century, audits of
one type or another have been performed throughout the recorded history of commerce and
government finance. The original meaning of the word auditor was “one who hears” and was
appropriate to the era during which the accountants were read aloud (Whittington & Panny,
2003). Auditing changed through the historical events in order to meet the requirements of the
business environment.

By the early nineteenth century auditors acting as independent outside experts were
frequently called upon to investigate and report on business failures or to settle business
disputes (Smieliauskas & Robertson, 2004). During the Industrial Revolution, as manufacturing
concerns grew in size, their owners began to use the services of hired managers. With this
separation of the ownership and management groups, the absentee owners turned increasingly
to auditors to protect themselves against the dangers of unintentional errors as well as fraud
committed by managers and employees. Bankers were the other primary users of financial
reports, and they were also concerned with whether the financial reports were distorted by errors
or fraud. Before 1900, consistent with this primary objective to detect errors and fraud, audits
often included a study of almost all, recorded transactions (Whittington & Panny, 2003).

For the early 1900°s, accountants” main preoccupation will be improving accounting
standards and practices. As a result of extensive misleading financial reporting that contributed
to the stock market crash of 1929 and the world depression of the 1930s, the U.S. passed
legislation in 1933 and 1934 that greatly influenced auditing around the world. The U.S.
Securities Acts of 1933 and 1934 created the Securities and Exchange Commission (SEC),
which regulated the major stock exchanges in the United States. Companies wishing to trade
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shares on the New York Stock Exchange, or the American Stock Exchange were required to
issue audited income statements as well as balance sheets. In addition, because of the earlier
problems with misleading financial reports of the 1920s, the emphasis switched to fairness of
presentation of these financial statements, and the auditor’s role was to verify the fairness of
presentation (Smieliauskas & Robertson, 2004).

The 1950’s continued to reduce the importance of fraud detection on auditors. The belief
that fraud detection was the responsibility of the management of the company was generally
held. If auditors found any irregularities as they performed their audit, it was their obligation to
bring this to the attention of the management. Ironically, many audit techniques of the period
were specifically designed to assist in the detection of fraud (Lee, 1988). Beginning in the
1960s, the detection of large-scale fraud assumed a larger role in the audit process. Professional
standards, which used the term irregularities in place of fraud, described fraudulent financial
reporting and misappropriation of assets (Whittington & Panny, 2003). Certifying and testing
companies’ financial statements, which are included in auditors’ jobs, are the basis of the
business world because it is the auditor that enables the public to invest confidently in a
company. Within this context, a contemporary and comprehensive definition of auditing with
general application is as follows:

Porter, Simon & Hatherly (2008) define auditing as a systematic process of
objectively gathering and evaluating evidence related to assertions about economic actions
and events in which the individual or organization making the assertions has been engaged, to
ascertain the degree of correspondence between those assertions and established criteria, and
communicating the results to users of the reports in which the assertions are made. Based on
primary audit beneficiaries, audits are classified as:

(i) external audits, as audits performed from parties external to the auditee.
(ii) internal audits, as audits performed for parties internal to the entity.

After giving brief information on the historical development of auditing above, this
paper aims to review the auditing in a transition-developing country; Albanian auditing system
from the past to the present will be used as a case. In order to make this, the next section
discusses brief history of auditing in Albania and the new law on Statutory Auditing which is
the first legal act that aims at regulating with clear provisions in the field of legal audit and
independent professional auditor to audit companies and on the auditing standards used takes
place. The third section of the study focuses on current accounting standards and standard
setters in Albania. In the fourth, it is given information related to the organization of the auditing
profession. Section five lists all of the legal persons required for statutory audit of financial
statements. The sixth section is focused on the public supervisory of the profession. Section
seven will give information related to the Accounting and Audit education, while section eight
is about the internal audit and use of audit committees in Albania. In the conclusion part it is
discussed related to the main problems, solutions to be given to these problems and the
perspective and the professional organization of the audit profession in Albania.
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2. HISTORY OF AUDIT PROFESSION IN ALBANIA

The history of Albanian audit profession began in early 1990s, with the transformation
of the political system from a communist to a democratic one. As the political system changed
reforms on the economical structure of Albania were undertaken. Approval of the law no. 7638
dated 19.11.1992 “On Commercial Companies” by the Albanian Parliament was the first step
through the setting of the audit profession. This law (articles 167-185) required and set the
provisions for the statutory audit of the respective entities by professional auditors called
“authorized chartered auditors” (EKA).

The work for organizing the audit profession started in 1995, when the Government
Regulation No. 1, dated 2 October 1995, was approved. The regulation provided for developing
the profession of Authorized Auditors, through establishing a self-regulatory body (IEKA)
“Institute of Authorized Chartered Auditors". The role of IEKA as a Professional Association
was to develop the profession in general, to develop auditing and ethical standards, quality
control procedures, to process for recognition and certification for its members, to develop
education and training programs, as well as the overall protection of its members and the
profession, etc. (Cela, 2004).

In 1996, a few months after the Government Regulation was approved, the process was
institutionalized by including a draft of operation rules, member work procedures and the
intensive and extensive training of the first candidates (Kruja, Ug, Elitas, 2008). This was
realized through the first project of technical assistance (1996-1998) Phare Al- 9404/015
“Auditing Reform in Albania " directed by a consulting firm from Great Britain ATC, which
had as objective the creation of IEKA. In 1998-2000 period IEKA benefited from another
project of technical assistance — Phare Al 97- 08 — D1 97- 01 “Auditing Reform — Technical
Assistance for the Institute of Authorized Chartered Accountants”, which was directed by a
Franco-Britannic consortium composed from the French Institutes of accounting and auditing
(CNCC & OEC) and the oldest professional Institute in the world (153 years) Institute of
Certified Accountants of Scottish (ICAS). The object of the second project was the professional
raise of the Institute and its members. The technical recommendations as a result of the first
project, were followed by a package of audit procedures for small medium enterprises which
are nowadays replaced with the International Audit Standards published by IFAC. Firstly, they
were translated into Albanian in 2002 by IEKA and were republished in January 2007,
including the whole package of standards and directives published by IFAC (Ylli, 2008).

The 53 Article of the Directive 2006/43/EC of the European Parliament and of the
Council of 17 May 2006 on statutory audits of annual accounts and consolidated accounts
states: “Before 29 June 2008 Member States shall adopt and publish the provisions necessary
to comply with this Directive”. The European Commissioner for Internal Market and Services,
Charlie McCreevy in the Congress of German Public Auditors Berlin on November 7, 2007,
during his speech emphasized again the importance of adopting the provisions of the Eighth
Company Law Directive: “It is through high quality audits that investors in Europe get the
reasonable assurance that the accounts provide a true and fair view of the company's financial
position. In Europe, we moved to new legislation on statutory audit in 2006, with the Eighth
Company Law Directive. The Directive represents a sea change for the audit profession. We
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needed the Directive to improve audit quality and to restore public confidence in the audits in
Europe. Member States to implement the Directive into national law. They also have to
establish an effective public oversight because the Directive requires them to do so. We want
to give guidance to statutory auditors and audit firms on how to carry out high quality audits of
listed companies. The new EU Auditing Directive (Directive 2006/43 of 17 May 2006 on
statutory audits of annual accounts and consolidated accounts, amending Council Directives
78/ 660/EEC and 83/349/EEC and repealing Council Directive 84/253/EEC)”

In April 2008, the Albanian Parliament approved the new law nr.9901 “On Commercial
Companies”. In this law there are made additions and improvements compared to the former
one, but it did not predict any provisions (same or improved related to the previous law) for
statutory audit of companies™ financial statements. Given the entry into force of this law, it
created a legal vacuum that allowed abuses and fraud. In design and preparation of this law, it
was considered that the part of the legal provisions governing the audit of companies’ financial
statements will be covered by a separate law for statutory audit, supervision and organization
of the Institute of Chartered Accountants. This law would be in accordance with the Eight
Directive of European Union Parliament. Albania as an aspirating member state of the European
Union, by March 2009 designed and approved the law nr.10091 “On Statutory Auditing and
Organization of Registered Chartered Auditors and Approved Accountants”, which governs the
organization and activity of Registered Chartered Auditors and Approved Accountants in
accordance with the Directive 2006/43/EC of the European Union.

The Law on Statutory Auditing and Organization of Registered Chartered Auditors and
Approved Accountants (10091/2009) is the first legal act in Albania which has as objective to
govern the organization and activity of registered chartered auditors and auditing companies,
and also of approved accountants and accounting companies. As stated in the first article of this
law, it aims to improve and strengthen the public supervision of the profession of registered
auditor and accountant's professional by the adopted regulations. It also provides the legal
provisions governing the audit of annual individual and consolidated financial statements, the
organization of chartered auditor, auditing company, approved accountant profession. The law
was amended by law no. 10297 dated 08.07.2010 On an amendment to law no. 10 091, dated
5.3.2009 "On legal audit, organization of the profession of registered accounting expert and
certified accountant "and with law 47/2016 “On some changes and additions to law no. 10 091,
dated 5.3.2009 "On the legal audit, the organization of the profession of registered accounting
expert and certified public accountant , as amended

It needs to be emphasised that the Law on Statutory Auditing and Organization of
Registered Chartered Auditors and Approved Accountants law meets the requirements of new
accounting law (Nr. 9477 dated 09.02.2006), providing for compulsory publication by auditing
companies of the audit reports for the companies with public interest which exercise their
activity in Albania. As a summary, in drafting this law is taken into consideration the 8th
Directive of the European Union Parliament (Revised), International Financial Reporting
Standards (IFRS) and International Standards on Auditing (ISA) and all other statements related
to provide security and Code of Ethics published by the International Federation of
Accountants.
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3. CURRENT AUDITING STANDARDS & STANDARD SETTERS IN ALBANIA

IEKA is an institute firstly created upon the law numbered 7638 dated 19.11.1992 “On
Commercial Companies”, where the articles 167-185 set the provisions for the statutory audit
of the respective entities by professional auditors. Pursuant to the article 2.10 of the law
nr.10091 on Statutory Auditing and Organization of Registered Chartered Auditors and
Approved Accountants “The professional organization of registered auditors is a professional
organization, that groups the registered auditors and audit companies which conduct their
business in the Republic of Albania. The “Institute of Chartered Authorized Accountants” is
the name of the professional organization of registered auditors, which is registered in the
Judicial District Court, Tirana nr.3573 decision dated 16/10/1998. This label can be changed in
accordance with statutory procedures of the organization.

This institute groups all national and foreign auditors, who are registered to practice
this profession under the rules set out in it. The law sets simultaneously, the governing bodies
of this organization, powers and procedures of investigation and disciplinary measures to all
its members, in order to audit the implementation of a service as professional and independent
auditors. So, beginning from March 2009, the professional organization of registered
chartered accountants and auditing companies is organized according to articles 7-14 of this
law. In the article 7 of the law it is specified that accounting professionals who practice the
activity as registered chartered auditors are grouped in a single professional organization,
which directly regulates the activity of the professional organization of certified public
accountant and who is organized as a legal person in accordance with the law and his statute.

The professional organization of registered chartered auditors’ groups all national and
foreign auditors and audit companies that are registered to perform legal auditing of financial
statements, individual and / or consolidated for the companies in the Republic of Albania. Apart
from the rules set by the law, the statute of the professional organization of registered auditors
establishes detailed rules for the organization, the criteria for election or appointment, duties
and functioning of its organs. The statute is approved by the Minister of Finance.

Bodies of the auditors' professional organization are set according to article 8 of the
law such as:

a) Members™ General Assembly

b) Steering Committee;

¢) Internal Audit Committee;

d) Executive Director

Article 12 of the law specifies the competences of auditors' professional organization
such as:

“1. The professional organization of statutory auditors has the object of activity to
provide exercising the profession, in full accordance with the interests of the public,
the protection of independence and honor of its members.

2. The professional organization of statutory auditors has the following rights and
duties:
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a) designs the curricula for the program of professional preparation and training for
candidates seeking to enter the profession, based on the standards of
internationally accepted education of the International Accounting Education
Standards Board, and organizes and monitors the process of training;

b) drafts and approves the rules of professional practice where details are provided
for the internship commission, entry into professional practice, qualification,
tracking, reporting, control, preliminary testing, periodic reporting, as well and
professional practice leaders;

c) drafts the continuing qualification programs of its members, determines rules for
organizing and monitoring their continuing qualification, including ways and
forms of training, monitoring, recognition and equivalence of different forms of
training, carried out by the parties third, as well as organizes and monitors the
ongoing qualification.

¢) organizes the quality control system of the work of statutory auditors and audit
firms, conducts the necessary investigation of cases of violations of technical
standards and professional ethics, as well as implements the regulations of
investigation and discipline for aspects within its scope;

d) participates in international organizations of the profession and leads the activity
for the fulfillment of the obligations deriving from the membership;

dh)maintains and updates the public register of statutory auditors’ statutory auditors
and audit firms;

e) submits to state bodies and institutions any information on profession, based on
which its members are organized, and has a duty to appear when summoned by
these bodies and authorities for matters that have to do with this profession;

€) ensures that its members apply best practices in the field of standards professional
and ethics;

f) performs any other task that is within the scope of activity, of defined in this law
and in the statute;

g) prepares self-regulatory acts and / or other bylaws, in implementation of this law,
which are subject to approval, as appropriate, by the board and / or Minister of
Finance.

3. The statute provides for the bodies in charge of completing and monitoring each of
duties and competencies provided in point 2 of this article.”

Article 13 of the law relies upon the use of sources and revenues by the Institute which
decision on their use is subject to the provisions of the institute’s statute, whether article 14 is
about the investigative procedures and disciplinary measures in cases of deficiencies during
the performance of legal services and auditing services by the auditors. Measures taken and /
or penalties provided by the board are made public.
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The Albanian Institute of Chartered Auditors, as a self-regulatory professional organization and
with the core activities supervised by the Minister of Finance and other public government
agencies, from January 1st 2003, has fully endorsed and implemented, as national standards,
the International Standards on Auditing issued by IFAC, together with the Code of Ethics and
the Continued Education and Qualification Guidelines. (Cela, 2004)

In 2008, the Institute of Authorized Chartered Auditors of Albania (IEKA) Council
updated the translation of ISAs in the Albanian language. As of 2008, most standards and other
pronouncements of IFAC that were in force starting from January 2007 have been adopted,
without modifications. IEKA has established an ongoing process that includes translation,
review, and publication of new standards in the IEKA professional magazine on accountancy
Accounting, Finance and Auditing. (http://web.ifac.org/isa-adoption/chart)

With the approval of the law on Statutory Auditing and Organization of Registered
Chartered Auditors and Approved Accountants (10091/2009) the gap in the legal framework
was filled (the Institute of Authorized Chartered Accountants decided to use the translated
version of International Auditing Standards, as a body responsible for developing professional
standards (as provided in the Council of Ministers no. 150, dated 03/31/2000)) because this law
made mandatory the application of International Auditing Standards, translated into Albanian
by the Institute as provided for in Article 37 of it. As this article states:

“1. Statutory auditors and audit firms conduct audits in accordance with international
auditing standards.

2. International auditing standards are translated and published in the language
Albanian, in accordance with the translation policy of the International Auditing and
Assurance Standards Board (IAASB) of the International Federation of Accountants
(IFAC).

3. The professional organization of statutory auditors provides translation, updating
and timely publication of existing standards, new standards or those revised.”

The 10091 nr. Law on Statutory Auditing and Organization of Registered Chartered
Auditors or auditing profession law recently amended in April 2016. According to new
amendments, use of International Standards of Audit (ISA) became a requirement in the
statutory audit for the business meeting certain thresholds. Additionally, the 2016 amendment
strengthened the position of the Public Oversight Board of Albania in terms of investigation,
disciplinary and quality assurance of the audit profession (Ifac.org; TheWorld Bank, 2019).
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4. HOW TO BECOME A REGISTERED CHARTERED AUDITOR, APPLYING
THE PROFESSION IN ALBANIA

The entering in the profession during the first transitory period (up to end of 2000) was
dependent on the following conditions:
e University education degree in economics sciences;
e Practical experience in accounting and/or auditing field, for at least three years;
e Obligatory training in auditing for two weeks, organized by IEKA, supported by foreign
consulting agencies; (Cela, 2004)

After the approval of the new law on auditing by the Albanian Parliament in 2009, the
certification and registration process of the chartered auditors is organized in accordance with
this law.

The law (chapter four, articles 17 — 26), provides general rules on the right of exercising the
profession for chartered auditor and auditing companies. Pursuant to these articles Certification
Authority responsible for certification of chartered auditor candidates depends upon the
Minister of Finance and consists of five members, appointed for a three-year period. The
Certification Authority Chairman is appointed by the Minister of Finance while the other
members are one representative from the Ministry of Economy, one from the National
Accounting Council, one from the Professional Organization of Registered Auditors and one
from the professional organizations in the field of accounting. Certification Authority
implements the procedures to test the knowledge of the candidates who have met the
requirements of professional internship or have earned the right to be tested for their theoretical
knowledge and practices, without having performed a professional internship. The professional
proficiency test contains at least five written tests, which cover the disciplines of : (1)
accounting, financial reporting and analysis of financial statements; (2) Civil, criminal law,
commercial law and the labor law of the Republic of Albania, to the extent that these interest
legal audit of financial statements; (3) Ethical Code of Accounting Professionals, International
Standards Quality Control, International Standards on Auditing, International Auditing Practice
Statements, International Standards on Review Engagements, International Standards on
Assurance Engagements and International Standards on Related Services published from
International Federation of Accountants which are translated, as well as the regulations for the
organization of the profession of the chartered accountant provided from the law and the actions
of its application; (4) organization, management, administration and internal control of legal
persons, including information systems and informatics; (5) fiscal legislation in the Republic
of Albania.

The law recognizes the possibility for chartered auditors to conduct their professional
activity either individually or within companies. Near the professional organization of auditors,
it is established to operate the Registration Authority, a collegial body, which deals with the
enforcement of procedures for the registration of national and foreign auditors as well as for
national and foreign audit corporations.
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5. LEGAL PERSONS REQUIRED FOR STATUTORY AUDIT OF FINANCIAL
STATEMENTS

On the table below it is given the legal requirements needed for accounting by Law No.
25/2018 on Accounting and Financial Statements and to audit companies from the Law on
Entrepreneurs and Companies 9901/2008, and the law nr.10091 on Statutory Auditing and
Organization of Registered Chartered Auditors and Approved Accountants article 41 of chapter
5.

Type of Entity Accounting Standards Auditing Requirement

National Accounting Required for the companies fit
Standards (NAS)/International | the criteria of certain size of

Limited Liability Financial Reporting Standards turnover, totals assets and

(IFRS) number of employees.
Joint Stock NAS Required
PIES® IFRS Required
State-Owned IFRS Required

Required for the companies fit
the criteria of certain size of
turnover, totals assets and
number of employees.

Micro and SMEs NAS

Source: The World Bank, 2019

6. THE PUBLIC OVERSIGHT BOARD

The system for quality control applied by the Institute of Authorized Chartered
Accountants needed improvement in order to detect consistently and on time the discrepancy
with auditing standards. The institute authority responsible to conduct and monitor compliance
with audit standards was set by the Council of Ministers Nr. 150, dated 03/31/2000, under which
the Quality Control Committee should carry out mandatory checks of its members who just
practice the profession every four years and in case of suspected discrepancy more frequently.
Each year the Committee selected and approved the Institute’s members, who will perform
quality control (controller), compiled the work program and instructions for these controls.

In order to improve the current system and to adapt international best practices to
provide full compatibility of the Institute of Chartered Accountants, with SMO1 Quality
Control, and the 8th Directive of the EU to strengthen monitoring of compliance with auditing
standards a system of public supervisory of statutory Auditors and auditing companies was
needed.

3 public Interest Entities defined in the Council of Ministers Decision 17/2019. It consists of Banks and Financial
Institutions and companies which meet certain criteria regarding total assets, turnover and number of
employees.
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Pursuant to articles 3 - 6 of the Law no. 10091 “On Statutory Auditing and Organization
of Registered Chartered Auditors and Approved Accountants”, the professional activity of
auditors is supervised by the Public Supervisory Board which is appointed by the Minister of
Finance. This Board has 7 members financed from the Government Budget and other legal
sources, independent from the effect of legal registered chartered accountants or other audit
companies, with an appointment term of 4 years. The chairmen and 3 of the members must not
practice the profession but should have knowledge about the statutory audit and fields related
to it. The other 3 members of the board may practice the profession and should have not less
than 5 years of statutory audit of commercial companies’ financial statements. Exclusive for
the first mandatory, two members that do not practice the profession and one member that
practices it are appointed for a term of 3 years.

The objective of this system is to raise security that statutory audits are done in a
transparent environment, controlled and serving the public interest.

Rights and obligations of the public supervisory board are explained in article 5 of this
law such as:

“a) drafts the rules of operation of the Commission on Examinations of Professional
Skills and Registration Committee of statutory auditors and audit firms, which are
submitted to the authorities for approval provided in this law;

b) supervises, monitors and evaluates the implementation of testing procedures and
registration of statutory auditors and audit firms;

c) approves the format of the public register of statutory auditors and companies’
auditors, registered by the Registration Committee, and oversees compliance with
the rules regarding the identification number of auditors legal in the register;

¢) approves the code of ethics of statutory auditors and audit companies, of prepared
and proposed by the professional organization of statutory auditors and supervises
the implementation of the standards of this code;

d) supervises the quality control, which is performed by the professional organization
of statutory auditors;

dh) supervises the programs and the continuous professional qualification of statutory
auditors

e) approves the regulations of the investigation and the procedures for taking measures
disciplinary;

€) when it deems necessary, conducts additional investigations for statutory auditors
and audit firms;

f) reviews and makes decisions on complaints made by candidates, in relation to their
registration;

g) approves and publishes its annual work programs and activity reports;

gj) examines and makes decisions on cases of disciplinary violations, which are its
competence;
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h) examines and makes decisions on other aspects or issues, provided in this law, which
are within the scope of its activity.

2. The Board approves the statutes of professional organizations in the field of
accounting and oversees their organization and operation.”

The board has also the obligation to report to the Minister of Finance every year (article
6), within 3 months of the year following, through a written report, which provided in detail the
problems of the profession of registered auditor, data solutions and decisions made.

7. AUDIT AND ACCOUNTING EDUCATION IN ALBANIA

Accounting and audit education in Albania is given in universities. Most of the
universities give this education through the Accounting or Accounting- Finance department,
but in some other universities this education is given through the Finance or Business
Administration Departments. These departments provide students with education programs in
Bachelor, Second Level Diploma and PhD level studies. According to the data given at the
official websites of the Ministry of Education and Science of Albania for the private universities
and Albanian Public Agency for Accreditation of Higher Education for the public ones, the
following universities and departments give accounting and audit education in Albania.

Accounting Courses Studied according to Departments in Bachelor Studies

Accounting Finance-Accounting Business Administration
Introduction to Accounting | Introduction to Accounting | Introduction to Accounting
Financial Accounting Financial Accounting Financial Accounting
Financial Analysis Financial Analysis Financial Analysis
Cost Accounting Cost Accounting Cost Accounting
Managerial Accounting Managerial Accounting Managerial Accounting
Taxes Taxes
Public Accounting Public Accounting

Source: Data collected from public and private universities web pages by Authors
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Accounting Courses Studied according to Departments in Second Level Studies

Accounting Finance-Accounting MBA
National Accounting Managerial Accounting Managerial Accounting
Auditing Financial Accounting Auditing
Public Accounting Research Methods in Finance Financial Analysis

and Accounting

Applied Accounting Applied Mathematics for
Finance / Accounting

Financial Analysis

Accounting and Financial
Business Ethics

European Accounting and
Finance

Source: Data collected from public and private universities web pages by Authors

Professional qualification programs for members and trainees of chartered auditors are
prepared and given through the Institute of Chartered Auditors. Chartered auditors are subject
to consecutive courses of professional qualification, which can be implemented by institutions
of higher education or other centers of professional qualification, which have adequate facilities
and personnel for granting a consistent high-quality training programs adopted for continuous
professional training.

The requirements of the Institute of Continuing Professional qualification for its
members are a positive step and in line with trends / international practices, which has several
years to apply with consistency. Members of the Institute must conduct an annual training
program of consecutive training, in order to maintain competence to perform audits. Legal
requirements for implementation of these programs should be strengthened and improved
somewhat to ensure that members develop and maintain adequate professional knowledge and
theory relevant professional skills. Beginning from October 2003, the Institute of Chartered
Authorized Accountants published each two month the Periodical Journal “Accounting,
Finance and Auditing”.

8. INTERNAL AUDIT AND THE DEVELOPMENT OF AUDIT COMMITTEES IN
ALBANIA

While an external auditor is a professional who performs the statutory audits of the
financial statements of an organization, and is independent of the entity being audited, internal
auditors activity is involved in helping organization achieve their stated objectives. It does this
by using a systematic methodology for analyzing business processes, procedures and activities
with the goal of highlighting organizational problems and recommending solutions.
Professionals called internal auditors are employed by organizations to perform the internal
auditing activity.
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Relationship between the Internal Audit Function and the External Auditor is described
in ISA 160/3-4 as:

o The role and objectives of the internal audit function are determined by management
and, where applicable, those charged with governance. While the objectives of the
internal audit function and the external auditor are different, some of the ways in which
the internal audit function and the external auditor achieve their respective objectives
may be similar. (Ref: Para.A3)

o lrrespective of the degree of autonomy and objectivity of the internal audit function,
such function is not independent of the entity as is required of the external auditor when
expressing an opinion on financial statements. The external auditor has sole
responsibility for the audit opinion expressed, and that responsibility is not reduced by
the external auditor’s use of the work of the internal auditors.

Audit committees bring about the concept of the audit function reporting to the highest
levels and this had a positive impact on perceived status. Securing the attention of the board,
chief executive, managing director, non-executive directors and senior management also
provides an avenue for high-level audit work able to tackle the most sensitive corporate issues.
This is far removed from the early role of checking the stock and petty cash. IA was now poised
to enter all key parts of an organization (Pickett, 2010).

In Albania the Audit Committee concept was firstly introduced in the banking sector
when the law nr.8365 dated 2.7.1998 “On Banking Sector in the Republic of Albania” was
approved. The law required the banks to create a permanent body which members were selected
from the shareholders assembly and was named Controlling Committee (the structure is same
as that of Audit Committee). The purpose of establishing the audit committee of the banking
sector is the control and evaluation of the adequacy of the bank's internal control and
supervision of accounting of its activities, the implementation of bylaws established by the
Bank of Albania. Upon entry into force of the new law nr.9662, dated 18.12.2006 “On Banking
Sector in the Republic of Albania” brought important changes in the quantity and quality of
audit committee functions.

Related to the creation of this body for the companies, it was not specified in the laws
for commercial companies which regulate their activities. The creation of audit committees for
the companies listed on the stock exchange was required by the law on “On Statutory Auditing
and Organization of Registered Chartered Auditors and Approved Accountants”. Article 46 in
the fifth chapter (Audit Committee of legal persons) of this law states:

“1. Public interest entities have an audit committee, composed of several or all non-
executive members of the administrative body or board members entity supervisor.
At least one of the members of the audit committee is independent and has knowledge
in accounting or auditing.

2. The audit committee, except as provided in other provisions, performs these
functions:

a) monitors financial reporting processes;
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b) monitors the effectiveness of the entity's internal control, internal audit;
c) engages and supervises the statutory audit;

d) reviews and monitors the independence of the statutory auditor or the audit
company.

3. The statutory auditor or audit firm shall report annually to the committee audit on
the most important issues that arise from the statutory audit and assist the committee
in the performance of its duties.”

4. Letters "b" and "c" of point 2 of this article are not applicable to licensed banks in
the Republic of Albania.

The banking industry plays a pioneering role in the application of effective internal
auditing with the adoption of International Internal Auditing Standards issued by Institute of
Internal Auditors (Ug and Trepca, 2020). Since, entry into force of accounting law in 2008 (the
standards built in accordance with international accounting standards IFRS / IAS), the
information published by the economic units started to become more analytical than just
quantitative. This enables stakeholders to judge and assess the best decisions and investments
in companies which develop their activities. In this process, the audit committee constitutes one
of the most powerful tools for increasing the reliability of financial information and
transparency. This body also encourages businesses to respect the code of conduct or guidelines
and avoidance of informality.

9. CONCLUSIONS

Audit is vital for businesses because it is through qualitative audits that investors will
be sure about the accounts provided in the company's financial statements. Albania has passed
through a long way to achieve this goal. As it is mentioned in this paper, legal reforms in the
field of accounting and auditing began firstly with the adoption of the law no. 7638 dated
19.11.1992 “On Commercial Companies" by setting the first steps through the audit profession,
and then continued with the Law Nr.7661 dated 19.01.1993 "On Accounting”, which
determined the general obligations and principles for keeping accounts and preparing financial
statements. Legislation designed in this period survived for a long time without any changes,
which did not happen with other laws. As Albania's economy and social situation developed,
as international financial reporting and audit procedures became more complex and rigorous
and as the government committed to sign the Stabilization and Association Agreement with the
EU, made the requirements of financial reporting used up to that time to be considered
inadequate. Those were the reasons that the Albanian Parliament adopted, on 04/29/2004 the
Law Nr.9228 "On Accounting” and on March 2009 the Law Nr. 10091 on Statutory Auditing
and Organization of Registered Chartered Auditors and Approved Accountants which was the
first legal act to bring regulations in the field activity of registered chartered auditors and
auditing companies, and also of approved accountants and accounting companies. Both laws
amended by the needs of time in 2018 and 2016 respectively.
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Shortly the ‘audit law” Law Nr. 10091 on Statutory Auditing and Organization of
Registered Chartered Auditors and Approved Accountants is in accordance with:

> the 8th Directive of EU,

> the IFAC Position Statement for Profession Regulation,

> the new Law on Entrepreneurs and Commercial Companies (Nr.9901 / 2008),
> the new Law on Accounting and Financial Statements (Nr. 9477 / 2006),

This law set the “Institute of Chartered Authorized Accountants” as the only
professional organization which groups the accounting professionals who practice the activity
as registered chartered auditors and which directly regulates the activity of the professional
organization of certified public accountant.

Implementing this law increased the confidence in the quality of audit work, the
reliability of published financial information and gave value and protection to shareholders,
investors, creditors and other interested parties by:

e Establishing the system of public supervisory of auditing profession, which
ensures a higher quality control of statutory audits and regulations on the
registration process of foreign and national auditors and auditing companies.

e Enhancing the register of statutory auditors and audit companies so that
interested parties determine whether a statutory audit or audit company has been
approved.

e Preparing and publishing annual transparency reports by statutory auditors and
audit companies that conduct statutory audits on financial statements of public
interest entities

e Establishing an effective system of investigations and sanctions to detect, correct
and prevent inadequate execution of a statutory audit

e Implementing qualification standards reinforced in accordance with
International Education Standard (IES) of IFAC.
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ABSTRACT

I provide a business history study of introduction of commercial telephone network in Istanbul
in 1913 by a consortium of foreign companies. After a short introduction of Ottoman post and telegraph
policies in the nineteenth century, the timespan of the article covers a politically and economically
turbulent historical era, the period between the auction process in 1909 and the nationalization of
Istanbul telephone network in 1936. | focus on the relationship of Istanbul Telephone Company to the
Ottoman/Turkish governments, financing mechanisms employed by the company, and development of
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London and New York, in addition to a wide array of sources in Turkish language. By doing so | provide
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IMTIYAZDAN KAMULASTIRMAYA ISTANBUL TELEFON SIRKETI:
BiR ISLETMECILIK TARIHI CALISMASI (1909-1936)

0z

Bu calisma Istanbul’daki ticari telefon sebekesinin 1913’te yabanci sirketlerden olusan bir
konsorsiyum tarafindan kurulmasimin igletmecilik tarihini incelemektedir. Makale, on dokuzuncu
yiizy1lda Osmanli imparatorlugu’nun posta ve telgraf politikalarini tanitan kisa bir giris yaptiktan sonra,
politik ve ekonomik acidan calkantili bir donemi, 1909’daki ihale siireciyle 1936°daki telefon
sebekesinin kamulagtirilmasi arasinda gegen zaman araligini ele almaktadir. Bu ¢alismanin odaklandigi
konular, Istanbul Telefon Sirketi ile Osmanly/Tiirk hiikiimetleri arasindaki iliskiler, sirket tarafindan
kullanilan finansman mekanizmalar1 ve kamulastirmaya kadar istanbul’da kentsel telefon sebekesine
erisim ile teknoloji transferinin seyri seklinde siralanmaktadir. Makale, olgusal dayanagini olusturmak
icin, Tiirk¢e kaynaklarin genis bir segkisine ek olarak, Londra ve New York gibi sehirlerdeki finansal
piyasalara katilan aktorleri takip eden ve bilgilendiren Ingilizce gazetelerin kapsamli bir taramasim
kullanmaktadir. Boylece Istanbul Telefon Sirketi’nin 1909 ila 1936 arasindaki isletmecilik tarihini
kapitalist diinya ekonomisi ve uluslararasi sermaye piyasalari baglamina oturtarak sunmus olmaktadir.
Bu tarihin modern Tiirkiye Cumhuriyeti’nde telekomiinikasyon politikalarmin bigimlenmesine iligkin
de sdyleyebilecegi ¢ok sey bulunmaktadir.

Anahtar Sozciikler: telefon isletmeciligi, imtiyaz, istanbul, Osmanli imparatorlugu.

Jel Kodu: N83, N84, N93, N94, L96.

1. INTRODUCTION: HISTORICAL BACKGROUND FROM TELEGRAPHIC
PROTECTIONISM TO TELEPHONE SKEPTICISM OF OTTOMAN EMPIRE

This article provides a business history of Istanbul Telephone Company in the context
of capitalist world economy and early development of international financial markets.
Integration of peripheral geographies like Ottoman Empire into the world economy was based
on increasing and intensifying economic relationships and dependency in the nineteenth
century. Investment by foreign companies in infrastructure networks through concessions and
financing by financial markets in Europe and US, was one of the main integration mechanisms,
in addition to government debt and international trade. Istanbul Telephone Company sets a late
example of these investments in infrastructure networks, as a consortium of English, French,
and US companies won the auction in 1909 and launched services in 1913. The telephone
company employed financial instruments like public offerings in London stock exchange in
order to fuel their physical network expansions in Istanbul. However, these investments did not
yield expectations of widespread access and technology transfer, as the timing of the
commercial launch was an unfortunate date, just one year before the World War. Following the
World War and Turkish Independence War the newly found Turkish Republic renewed the
concession of company. However, a second catastrophic event, The Great Depression of 1930
hit the company and prevented its development in terms of providing widespread access and
technology transfer. In the statist period of Turkish economic policies between 1930 and 1950
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Turkish government decided to nationalize foreign companies in infrastructure networks. The
nationalization pact of Istanbul telephone network was agreed and signed between Turkish
government and Istanbul Telephone Company in 1935 and finalized in 1936. | focus on
relationship between international telephone business and Ottoman/Turkish governments in
different periods following each other, namely the telephone skepticism of Abdulhamit 11
(1886-1909), early liberal approach of Mehmed Cavid Bey and Committee of Union and
Progress (1909-1914), war statism (1914-1923), early liberal approach of Republic (1923-
1930), and finally Republican statism (1930-1950). This early shaping of relationship between
Ottoman and Turkish governments to international telephone business had significant effects
on the fate of future Turkish telecommunications policies.

Before further exploring the development of telephone network in Istanbul, I provide a
sketch of Ottoman post and telegraph history, in order to posit Istanbul Telephone Company
into the context of Ottoman communication policies. The incorporation of Ottoman Empire into
the world economy, a process that intensified in the nineteenth century, created a demand for
services provided by infrastructure networks in general and commercial communications
services in particular. The increasing volume of international, transit, and domestic movement
of commodities, money and people provided a basis for the profitable operation of infrastructure
networks by the capitalists. To exploit these opportunities for profit, capitalists sought to
acquire concessions for building and operating transportation and municipal networks. This
also triggered a commercial appetite for telephone services in the 1880s and 1890s. In this
period, US and European companies built urban-scaled telephone operators in the lively cities
of peripheral countries. In this regard, an attention towards acquiring concessions for Istanbul,
Izmir and other port cities in the Ottoman Empire was also in place. However, the political
skepticism towards telephone, a skepticism that was rooted in the history of earlier
communications services, prevented early introduction of commercial telephone services in the
cities of Empire.

The history of Ottoman postal services provided historical background for Ottoman
approach towards modern telecommunications. Postal services in the Ottoman Empire were in
a chaotic condition in the nineteenth century due to the coexistence of multiple foreign postal
services side by side with the Ottoman postal organization. The demand for commercial postal
services was dependent on foreign post offices, as the transportation networks were under
control of foreign companies and public transportation networks like inland roads were
inadequate. This dependence on foreign controlled transportation networks was the basis of
Ottoman postal dependence. The inability of Ottoman state to force a postal monopoly brought
negative consequences in terms of state formation and fiscal gains. This kind of postal
dependence was not unique to Ottoman Empire, as a series of semi-peripheral countries like
China, Japan, and Ethiopia too was dependent on postal services by multiple foreign post offices
(Uger, 2018b).

The advent of electric telegraph was an opportunity for Ottoman Empire to form an
independent and publicly owned communications network. The use of electricity for
communications brought divorce of communications from expensive transportation
infrastructure. Simple poles and wires were sufficient to carry electrical dispatches of telegraph,
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which were cheap enough for Ottoman Empire to build a nationwide communications
infrastructure itself. There was an impressive growth of publicly owned modern telegraph
network in the second half of the nineteenth century. This network was a tool for government
to rule its far regions, in addition to be a significant source of revenue. This was also the case
for some other semi-peripheral countries like Japan and Korea that launched commercial
telegraph services through publicly owned networks. Ottoman Empire’s telegraphic
protectionism characterized early policy formation in the telecommunications sector (Uger,
2020).

Two factors created an unfriendly environment for early development of telephone
services in the Ottoman Empire, a policy I call telephone skepticism. First one was the negative
stance of Abdulhamit Il, who decreed to remove telephone network in 1886 and prevented re-
installation of telephone networks until his deposition in 1909. Second one was the resistance
from public post and telegraph organization Posta ve Telgraf Nezareti (PT from now on) against
authorization of a foreign company for a telephone concession. Actually, the resistance of PT
was against private operation of telephone by a company, a competitor for their
communications services. They preferred a publicly owned telephone network under their
control. In other semi-peripheral countries like Japan the time between adoption of telegraph
and telephone was not as long as Ottoman Empire. As a consequence, these countries had less
resistance and skepticism towards telephone and had much larger early telephone networks
relative to Ottoman one. In core and periphery, following a few decades of private operation
telephone networks were nationalized in the twentieth century, with different timings. The
timing of telephone nationalization in Turkey was 1930s, later than most of European countries,
but earlier than China and India, and very earlier than the Latin American countries. This style
of late advent and early nationalization of telephone in Turkey, with collective memories of
postal dependence and telegraphic protectionism had long-term effects on modern time
telecommunications policy and gave outcome of relatively late privatization of Tlrk Telekom
in 2005 (Uger, 2018a; 2019).

The present Turkish language academic literature on Istanbul Telephone Company
consists of histories of Turkish PTT (Tanrikut, 1984; Alsan 1990; Yazici, 1995; Demir, 2005;
Tural, 2009), accounts of early republican telecommunications policy (Kubilay, 2003; Giizelis,
2010), and monographies on company (Onay, 1995; Ersoy, 2017). The literature is
predominately in Turkish language. These studies do not employ a theoretical and comparative
perspective, except the study of Yavuz Selim Karakisla (2014), who focuses on worker
movements and strike of women employees of company. There is a recent revival in academic
interest in comparative social history of modern electric urban networks in the Ottoman Empire
(ileri, 2017; Ulker, 2018), an area closely related to telephone, which was another part of
modern electrified networks. Another significant line of studies focuses on development of
Ottoman telegraph network as the main communication tool of the empire (Davison, 1990;
Kagar, 1995; Bektas, 2000; Bektas, 2001, Shahvar, 2002). I engage with the telegraph history
elsewhere in detail (Uger, 2020) and | emphasize need to connect these rich histories of Ottoman
telegraph to studies on Ottoman telephone in specific and future course of Ottoman/Turkish
telecommunications policy in general. This article contributes to the literature by bridging the
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studies on Ottoman post and telegraph to Ottoman telephone and handling Ottoman telephone
as a part of Ottoman communication policies in the nineteenth century. | also contribute by
positing Ottoman telephone in broader concerns of comparative business history like business-
government relationships, early forms of international/multinational companies, foreign
investments in peripheral economies, and international financial markets. Such business history
accounts engaging early development of telephone networks in various countries set a reference
point for this article (Noam, 1992; Noam et al., 1994; Noam, 1999; Parapak, 1994; Choo &
Kang, 1994; Rachty, 1999; Anchordoguy, 2001; Milne, 2007; Clifton et al. 2011; Gopika,
2014). 1 also employ English language newspapers as a source of business history, as a
contribution to the academic field on business history of Ottoman networks. This article is also
a part of my greater plan to author an historical account for Ottoman-Turkish communications
policy history from nineteenth to twenty-first century in the context of comparative
international finance and business history.

The organization of the text is as follows. Following this first section of introduction,
the second section analyzes diffusion of telephone technology from capitalist cores to
periphery. Third section analyzes the advent of telephone to the Ottoman Empire. Fourth
section investigates the period after World War | until nationalization in 1936. The fifth section
concludes and discusses effects of business history of Istanbul Telephone Company on
contemporary telephone business and telecommunications policy in Turkey.

2. EXPANSION OF PRIVATE TELEPHONE BUSINESS FROM CORE TO
PERIPHERY

As a further development in adaptation of electricity to communication following
electric telegraph, patenting of telephone occurred in US in 1876 (Burns, 2004, 171-178; Smil,
2005, 227-236). Soon after the patenting, Bell Company launched commercial telephone
services in the United States of America (US) in 1877. Bell Company guaranteed monopolistic
privilege in telephone services against telegraph giant Western Union in 1879 and expanded
telephone network rapidly (Burns, 2004, 178-180). Technology jumped through Atlantic, as the
first concessions for telephone companies were issued in France and Britain respectively in
1879 and 1881 (Noam, 1992, 134-136; Milne, 2007). These companies were generally
partnerships between Bell Company and European companies. However, expansion of
telephone networks was not as smooth as it was in the US, because of reaction from existing
public monopolies of post and telegraph. European telegraph networks were nationalized in the
1870s and 1880s in a consolidation with the postal network, a nationalization and consolidation
that created the nucleus of modern PTT patterns without a second T. European PT
organizations’ persistent preference of telegraph over this expensive “toy” of telephone, their
dominance on long distance communication, and their unwillingness to share commercial
communications market with a new competitor were limits for initial development of telephone
networks (Casson, 1910, 252-255). As a consequence, the telephone companies were limited
to concessions for urban-scale monopolies in exchange of handsome royalty payments (Love,
2005, 67-68). The viewpoint of private telephone companies was another factor that determined
their limits. Private telephone operators were based in port cities and other metropolises with
high demand for communications services, as capitalists prioritized profit maximization, a
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behavioral pattern that is called cherry picking or cream skimming (Noam, 1992, 55-57). The
private telephone business did not have a long life in many core European countries. Germany
preferred to start telephone services as a public monopoly in 1889 (Noam, 1992, 69-71). In the
same year France nationalized existing urban telephone companies at the end of ten-year termed
concessions (Noam, 1992, 136). Nationalization occurred in Britain in 1911, after an
inconsistent private telephone business of three decades (Noam, 1992, 19-22). In some
European countries, telephone business followed variated routes. For instance, private
telephone business survived in Spain in the twentieth century in the form of national private
monopoly of Telefonica (Clifton et al., 2011). Netherlands started to nationalize telephone
business in 1907 and completed in 1940 (Noam, 1992, 169-170). In a similar manner, Italy
adopted partial nationalizations in 1907, 1933, 1958, and 1965 (Noam, 1992, 240-241). The
date was 1923 for Sweden and 1935 for Finland, as these Scandinavian countries developed a
different approach to telephone technology (Noam, 1992, 203-204, 212-213).

Colonial periphery followed the footsteps of core countries, as they had to follow their
colonizers in postal and telegraphic organizations. These countries too had a few decades of
private operation of telephone in the port cities and other centers of colonial administration and
commerce from 1880s up to nationalizations. Nationalization of telephone networks in South
Africa occurred in 1910 (Horwitz, 2001, 28), in Egypt in 1918 (Rachty, 1999, 40), and in India
in 1947 (Gopika, 2014, 26). Indonesia nationalized telephone networks in 1906, in accordance
with the beginning of consolidation of telephone services under Dutch PTT between 1907 and
1940 (Parapak, 1994, 106). The private telephone business in the form of regional private
telephone companies survived in Latin America until the second half of the twentieth century,
as nationalization in Argentina occurred in 1969 (Hill & Abdala, 1993, 8-10), in Chile in 1971
(Rhodes, 2006, 51), in Mexico in 1972 (Noll, 2009, 366), and in Brazil in 1973 (Kingstone,
2003, 24). These late and fragmented character of nationalizations in Latin America facilitated
telecommunications privatizations in these countries in the 1980s and 1990s.

Some semi-peripheral governments decided to start telephone services under public
monopoly. Significant examples of this public launchers were Japan and Korea. Japan started
its telephone services in 1890 under public monopoly just like the public launch of telegraph in
1869 (Ito & Iwata, 1994, 445). Decades of development of early telecommunications in Japan
was also a period of transformation of Japan from a peripheral government to an imperialist
and expansionist power. Before its colonization by Japan in 1911, Korea too launched telephone
services under public monopoly in 1902 (Choo & Kang, 1994, 287). This engagement of these
Far East governments with the telephone continued to be a significant contributor to their
economic development in the second half of twentieth century (Anchordoguy, 2001; Larson &
Park, 2014). An interesting case for early telecommunications development is Ethiopian case,
as the Ethiopian government started a public monopoly of telephone in 1904. To form a public
monopoly on telephone services in addition to public control on telegraphic and postal networks
was a characteristic behavior for a semi-peripheral government that was in struggle to maintain
its political independence, as independence in communications was significant to form an
independent and capable state. As | explain above, China did not establish a monopoly over
telegraph services like Japan or Ottoman Empire, as the Chinese public telegraph operator
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developed side by side with the foreign telegraph companies. In accordance with its telegraph
background, China did not monopolize the telephone services too and attracted the first private
telephone investment in 1881 in Shangai, then to other big cities. Nationalization of telephone
networks in mainland China occurred in 1949 following the revolution (Xiong-Jian & You-
Nong, 1994, 73-74). Ethiopian case is an interesting one, as the telegraph and telephone were
introduced in the same year in 1904 (Tsigie & Feyissa, 1999, 53). As a consequence, there was
not a resistance against telephone by telegraph organization and telephone became the main
medium of long-distance communication (Garretson, 1980). In this respect, there is a stark
contrast between Ethiopia and Ottoman Empire in terms of approach towards telephone
business.

3. ADVENT OF TELEPHONE IN OTTOMAN ISTANBUL

“Grand Vizier: “It is night. I am fast asleep. Suddenly my slumbers are disturbed by the
ringing of a bell within a few inches of my head. (...) I rouse myself. I take a part of the
machine in my hand and hold it to my ear. I recognize a voice from Yildiz. (...) The voice
tells me to proceed at once to the palace, as his majesty wishes to see me immediately.
(...) That would happen every[ [night. I should never ha[ve had] a moment’s sleep. I
suffer enough quite enough from the palace as it is. Take the thing away. It is an invention
of the evil one, and I will have nothing to do with it.” (...) ...[I]t is more than probable
that the view entertained by the average Turk with regard to its merits does not materially
differ from that expressed by his highness, the Grand Vizier (New - York Tribune,
1915).”

This was an orientalist explanation for the shocking retard of transfer of telephone to the
“Turks” (Ottoman Empire), made by an anonymous journalist of New - York Tribune in 1915.
| totally disagree with this argument about sleepy statesmen of Ottoman Empire. Nevertheless,
I concede the fact that title of this “news report” signifies the extraordinarily and exceptionally
retarded Ottoman timing for adopting telephone. The telephone business in the capitol city of
Ottoman Empire started its services in 1913, 36 years after the first telephone service by Bell
Company in the US. This late timing of launch of telephone business contrasts with the early
adoption of electric telegraph by the Ottoman Empire in 1855, only 18 years after the opening
of first commercial telegraph line in Britain. The commercial launches of telephone and other
modern electric urban infrastructures, namely electric lighting and electric tram in Istanbul were
late comers too, when compared to other peripheral ports (Table 1).

Ottoman Empire took a totally different route with a strange timing, which makes it
difficult to posit its early telephone development in a category. Still Ottoman Empire’s semi-
peripheral character of early postal and telegraphic development has a merit to explain early
evolution line of Ottoman approach to telephone, which | call telephone skepticism. This
skepticism was a mixture consequence of factors like censorship policies of Abdilhamit 11 and
early introduction of telegraph as a publicly owned and operated network.
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Table 1. Launch Dates of Commercial Urban Electric Infrastructures
in Some Peripheral Ports (1878-1928)

City Telephone EI:;:I:; E_Iri:tn:ic
Cape Town (South Africa/UK) 1878 1882 1896
Shanghai (China) 1881 1882 1908
Hong Kong (China/UK Colony) 1882 1890 1904
Timisoara (Romania/Habsburg) 1879 1884 1899
Tokyo (Japan) 1890 1886 1895
Osaka (Japan) 1899 1886 1903
Kolkata (India/UK Colony) 1881 1900 1902
Istanbul (Ottoman Empire/Turkey) 1913 1914 1914
Izmir (Ottoman Empire/Turkey) 1927 1924 1928

Source: Compiled by the author.

In this section, I introduce English language newspapers as sources of Ottoman business
history, despite their orientalist evaluations. Because attention of these newspapers towards
infrastructure investments in general and Ottoman telephone business in specific is an indicator
of significance of Ottoman/Turkish business in the eyes of financial markets of Europe and US.
These news reports demonstrate how business circles see early conditions of telephone business
in the Ottoman cities and provide a rich source of details for issues like company compositions,
financing instruments, and concession agreements. Naturally possibilities of employing these
news reports as sources of business history go beyond issue of telephone and covers all
activities of international business in Ottoman/Turkish infrastructure networks.

When studying business history of telephone in Istanbul, it is necessary to separate
technological experiments, exclusive networks built for official purposes, and commercial
services of telephone that accepts ordinary people as subscribers. This article puts emphasis on
business history of commercial telephone services in Istanbul. Actually, the technologic
development of telephone was not completely stranger to the Ottoman society and had early
repercussions in the Empire. First experiment of telephone technology in Istanbul was made in
the telegraph factory of Posta ve Telgraf Nezareti in 1877. In this experiment Emile Henri
Lacoine (1835-1899) who works for telegraph factory in Istanbul manufactured a simple
telephone line with two ends. This line was never used for commercial ends (Demir, 2005, 155).
A small non-commercial network for government was built by Ottoman engineers of PT in
Istanbul in 1881. This non-commercial network was connecting government offices in the
historical peninsula and some banks in Galata to each other. This network was not operated as
a commercial service provider and were closed for ordinary subscribers (Demir, 2005, 155-
156). The ordinary way to follow was development of the official network and expansion of it
to other regions in the following years. However, the intervention by Abdulhamit 11 stopped
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this expected development. Abdulhamit Il decreed removal of government telephone network
in Istanbul on August 16, 1886, except a line between Karakdy and Kilyos in Istanbul (Demir,
2005, 156). This decision was a crucial set-back for development of telephone technology in
the Ottoman Empire. One may argue that 1880s was too early to develop an extensive telephone
network financed by Ottoman government, as the telephone devices and telephone
infrastructure was too expensive. However, like Japanese (Ito & Iwata, 1994, 445) and
Ethiopian (Garretson, 1980; Tsigie & Feyissa, 1999, 53) cases, it was possible to build an
extensive official network in 1890s, as the backbone infrastructure inputs became much
cheaper. It was also possible for Ottoman PT to take a step forward and became PTT by offering
commercial services to ordinary subscribers. Ottoman technical expertise in the realm of
telegraph would have been a decent starting point for developing an empire-wide telephone
network. However, this development had to wait until modern Turkish Republic’s investments
in 1920s.

When we shift our focus back to private telephone business in Ottoman Empire, we see
that the first application for a concession for telephone business was made in 1879. In this case,
an entrepreneur called Langevich applied for a fifty-year license in name of a foreign company.
This concession was not granted (Demir, 2005, 155).2 All other attempts for private telephone
business were rejected too until 1909. One of the factors behind refusal of concessions for
commercial telephone was Ottoman PT’s resistance against introduction of a foreign competitor
under control of foreigners. But the main factor that prevented development of telephone
business in Ottoman Empire was Abdiilhamit II’s skepticism towards telephone technology and
telephone business.

The main motive of Abdulhamit Il was to stop confidential communication beyond his
abilities of Ottoman surveillance bureaucracy. Telephone conversations were perceived to be
secret and dangerous and the opportunities to record and listen were not yet known. A telephone
network in capital was dangerous as it may have motivated opposition to use telephones as a
communication device under cover. As another example of Abdiilhamit II’s motivation to
prevent confidential communication was his negative stance against urban post in Istanbul. The
urban postal networks in Ottoman Empire developed relatively late when compared to other
countries. When it finally started operations, Abdulhamit Il banned sending letters with closed
envelopes by Ottoman urban postal network in Istanbul. Closed envelopes were liberalized in
1908 (Demir, 2005, 30-32). Instead of telephone, Abdilhamit Il promoted investments in
telegraph network as the backbone of Empire’s telecommunications network, a network that
produced archivable papers of correspondence suitable for surveillance. Perhaps an Ottoman
public telephone network similar to Japanese and Ethiopian cases would have been established
when inputs got cheaper in the 1890s, if Abdulhamit Il was not skeptic towards telephone.

It is crucial to emphasize that the skepticism of Abdulhamit 1l against telephone business
contrasts with his support for infrastructure investments, especially railway and telegraph
investments. On one hand, he was motivated to improve transportation and communications
networks in order to increase state capacity to govern far regions (Berkes, 2002, 344; Fortna,

2 The name of the comoany represented by Langevich is written as Otovinkler G. in Turkish texts. | cannot detect
the full name of Langevich. | also cannot detect original name of the company.
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2008, 57-58). On the other hand, he was in fear of suicides and conspiracies covered by
confidentiality of telephone correspondences. It is possible to detect exaggerated news reports
by English language newspapers about Abdiilhamid II’s skepticism towards telephone (The
Atalanta Constitution, 1905). English language newspapers also compared Abdiilhamid II’s
skeptic stance to successor Mehmed V’s enthusiasm for telephone (Detroit Free Press, 1909;
Los Angeles Times, 1909).

In addition to Abdiilhamid II’s motivation to prevent confidential communication, the
stance against telephone was a part of a general skepticism towards technology of electricity
(Mazak, 2007; Ozdemir, 2016). As | demonstrate in Table 1, private business in sectors of
electric lighting and electric tramway were blocked too. Instead of electric power, the city lights
in Istanbul persisted to be dependent to gas from 1856 to 1914 (ileri, 2017, 285).2 In a similar
manner, the horse tramway network which was commercially launched in 1871 survived in
Istanbul until electrification of the lines in 1914 (Ulker, 2018).* In a newspaper column, one
can observe surprise about lack of electrical networks in Istanbul in the first decade of the
twentieth century: “In this European city, the Capital of the Turkish Empire, with a population
larger than Vienna, there are neither telephones, nor electric lights, nor electric trams, and the
very last place to find a guide book or plan of Constantinople is Constantinople itself (The
Times of India, 1904; also see South China Morning Post, 1907).” Another impression from a
correspondent column contrasts Istanbul with and without electricity, the effect of eight years
operation of telephone, along with tramway and electric (The Manchester Guardian, 1922).
Despite the fact that telephone was forbidden, there were some instances of de facto use in
private properties and smuggling of various telephone devices into Ottoman cities (Tanrikut,
1984, 683).

Following the Young Turk Revolution in 1908, Abdilhamit 1l was deposed in 1909
(Fortna, 2008, 60-61). Immediately after the deposition, Ottoman PT established a small-scale
telephone network for governmental use in Istanbul in 1909 (Tanrikut, 1984, 684; Demir, 2005,
157). Different ministries and agencies too purchased telephone systems in a rush, a behavior
that caused a chaotic and heterogeneous official telephone structure. There was a telephone-
mania (telefon iptilast) within the Ottoman society too, as the families and companies imported
private telephone systems in a rush (Tanrikut, 1984, 683). Also, there were applications for
concessions of commercial telephone networks. The stance of PT was against private ownership
and business of commercial telephone networks, as it defended public ownership, which almost
became an international standard in the 1890s and 1900s (Holcombe, 1911). Their main
argument for public ownership was that a private telephone network would decrease their
telegraph income. PT defended that they were technically able to build the commercial
telephone network themselves. According to Ali Galip Bey, who was former chief of PT and a

3 It is significant to note that Nurgin ileri (2017) put emphasis on resistance by gas lighting business and potential
conflicts between separate concessions for gas and electric lighting in Istanbul as factors that delayed introduction
of electric lighting.
4 The horse tramway was providing abundant cheap or free fertilizers to fruit and vegetable gardens of Istanbul.
Electrification in 1914 ended abundance of fertilizers. (Bigen, 2020, 12-13; Aksam, 1942).
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member of the first Meclis-i Ayan® after Young Turk Revolution in 1908, the construction of
governmental telephone network in 1909 in Istanbul was a fait accompli by PT. This was made
in order to prove that PT was capable of building network itself, instead of a foreign telephone
company. Ali Galip Bey’s speeches in Meclis-i Ayan provides rich arguments in defense of
public ownership of telephone network (TBMM, 1910, 704-714; Ersoy, 2017, 91-111). There
were also reports of PT to Ministry of Interior and Ministry of Public Works that aim to explain
merit of public ownership of telephone network in 1908 (Tanrikut, 1984, 684-685). The social
wave of nationalist boycotts of foreign companies (Cetinkaya, 2015) and the unhappiness about
persistent existence of foreign post offices (Uger, 2018b) were other significant factors that
motivate PT and some other statesmen for public ownership of telephone. Still there was an
inclination of government to allow private enterprise in telephone, as the Young Turks were in
seek of rapid economic development. Main arguments were state’s inability to build a publicly
owned commercial network, due to the limited technical capacity of PT and scarcity of public
funds. Speeches of government members in Meclis-i Mebusan and Meclis-i Ayan demonstrates
their arguments for private operation of telephone network (TBMM, 1909, 99-117; Malhut,
2009, 169-221; Ersoy, 2017, 88-91).

PT was placed under Ministry of Interior and Ministry of Public Works at the first place
in 1870. In 1909 PT was transformed into a directorate (Umumi Muduriyet) and transferred
under the authority of Ministry of Finance (Demir, 2005, 158). Minister of Finance of the time,
Mehmed Cavid Bey (1875-1926), who was well-known of his liberal economic approach
(Eroglu, 2002), was convinced to grant a concession by English engineer Herbert Laws Webb
(1864-1931), who was a die-hard supporter of private enterprise in telephone business and a
representative of companies in seek of expansion (Tural, 2009, 207-208; Ersoy, 2017, 83-87).
Webb wrote a book on the evolution of telephone business in Europe. He supports private
business telephone against European nationalizations of time (Webb, 1910; J. E. K., 1931). For
private telephone business, as a result of rising trend of nationalization in Europe, seeking of
new investment opportunities was crucial. In this respect, concession opportunity in Istanbul
was valuable enough to motivate Webb to negotiate with Mehmed Cavid Bey. An article by
Levant Trade Review, the magazine of American Chamber of Commerce for Turkey
emphasized significance of Istanbul concession for international telephone business (Levant
Trade Review, 1911).

Despite opposite recommendation by PT, the tender for Istanbul telephone concession
was organized by government in 1909. The winner was a consortium of US, British and French
companies, which was being represented by Webb. The full names and origins of companies

5 Meclis-i Ayan and Meclis-i Mebusan were two wings of Ottoman parliament in Istanbul. Meclis-i Ayan was un-
elected Ottoman senate, whose members were selected by Sultan. Meclis-i Ayan was consisted of men older than
40 years, who are from higher ranks of bureaucracy and military, former cabinet members, mayors, and religious
community leaders. The second wing of the Ottoman parliament was Meclis-i Mebusan, Ottoman house of
deputies. Meclis-i Ayan and Meclis-i Mebusan first convened in 1876 following the advent of the First
Constitutional Monarchy, Birinci Mesrutiyet in accord with the first modern Ottoman constitution Kanun-i Esasi.
However, Abdilhamit 11 closed Meclis-i Ayan and Meclis-i Mebusan in 1877. Following the proclamation of
Second Constitutional Monarchy, Ikinci Mesrutiyet in 1908, Meclis-i Ayan and Meclis-i Mebusan was formed
again. Ottoman parliament in Istanbul was closed by British invasion administration in 1920. The new Turkish
parliament in Ankara, Turkiye Buyuk Millet Meclisi convened in 1920 and accepted deputies of Meclis-i Mebusan
as natural members (Akyildiz, 2003).

Muhasebe ve Finans Tarihi Arastirmalari Dergisi

2021/Ocak (20);(63-90)



74

Ucer

that formed consortium were as follows. National Telephone Company from UK, the Western
Electric Company from US, the British Insulated and Helsby Cables from UK, and Thomson-
Houston Company from France (The Christian Science Monitor, 1909a; The Christian Science
Monitor, 1909b; The Manchester Guardian, 1909; The New York Times, 1909). A thirty years
term concession contract was signed by Mehmed Cavid Bey and Webb in 1911. According to
this contract, in addition to the historical peninsula of Istanbul, concession was including
financial and commercial downtown in Galata-Pera (Beyoglu side of Golden Horn), Scutari
(Uskiidar and other Asian side districts), Princess Islands, and the surrounding small
settlements. Contract stipulated that, in exchange of a monopoly in these areas, the company
was committed to pay 15% royalty to the government. It was planned to install a network with
a capacity of 10.000 subscribers. Government had right to purchase network after ten years
(Wall Street Journal, 1910; The Christian Science Monitor, 1911; The Irish Times, 1911). The
network was built by English engineers, who had to overcome obstacles like hilly areas,
connecting land masses divided by Golden Horn and Bosphorus by submarine cables (The
Times of India, 1911). As planned, the laying down of telephone exchanges and lines was
completed in two years. Constantinople Telephone Company (Dersaadet Telefon Kumpanyast)
started its commercial services in Istanbul in 1913 (Tanrikut, 1984, 685).

In addition to the initial capital invested in by partners, Constantinople Telephone
Company raised money by public offerings to finance its investments in Istanbul. For instance,
there was a public offering that aimed to raise £300.000 in 1911 (The Irish Times, 1911). A
second public offering in February 1914 was organized by the company to finance new
investment in network that aimed to raise £200.000 (The Irish Times, 1914). Public offerings
in particular and use of financial instruments of capital markets in the core countries in general
were crucial ways to finance infrastructure investments of private companies in peripheral
countries. Abundancy of English language news reports on Constantinople Telephone
Company in particular and infrastructure companies in various peripheral countries in general
was to meet demand from popular base of financial investors in seek of profitable assets. This
financial appreciation towards infrastructure investments in peripheral countries in the 1890s
and 1900s was damaged by the Great War (1914-1918) and was nearly devastated by the Great
Depression (1929-1930). After these turning points, public funds became the main financing
source for infrastructure investments. In accordance with this transformation of financing
patterns, publicly owned networks of SOEs substituted private companies.

The advent of telephone business to Ottoman Empire was 36 years after the first
commercial telephone service of world in US in 1877. This retard of transfer of commercial
telephone was too long, when it is compared to the installation of first commercial telegraph
line in 1854, 15 years after the first commercial telegraph line in Britain in 1839 (Davison,
1990). This was also a great retard when it is compared to the quick adaptation of telephone
technology by semi-peripheral countries like Japan (1890), Korea (1902), China (1881), and
Ethiopia (1894). Despite the explanation of factors like Abdiilhamid II’s skepticism towards
telephone and PT’s resistance against a possible competitor, it is hard to make sense of this
extraordinarily late timing. This late adaptation to the commercial telephone services had
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significant consequences for economic and cultural structure of Turkish society, as a topic yet
to be studied in depth.

Istanbul was not the only city that attracted applications for telephone concession after
Young Turk Revolution. For example, Dikran Bey, a transportation entrepreneur in Beirut
applied for a 99-year termed telephone concession in 1908 but was refused (Demir, 2005, 156-
157). In addition to Beirut, a search in the Ottoman archives detects telephone concession
applications for autonomous region of Mount Lebanon (BOA, 1912), Thessaloniki (BOA,
1908), Serres (BOA, 1909a), Damascus (BOA, 1909b), and Xanthi (BOA, 1911). Famous but
failed Chester Project too included laying down of telephone networks in coordination with
construction of an extensive railway network (The Times of India, 1923). Besides official
applications for telephone concessions, there were some de-facto commercial telephone
operations in the Empire. Telephone services by foreign post offices in Izmir were de facto
operations that work without concessions (Giizelis, 2010, 191). It is reasonable to assume that
there were some other de facto telephone operations by foreign post offices or private
entrepreneurs elsewhere in the Ottoman Empire. For example, there was a de facto commercial
telephone operation of 350 lines in Samsun by an entrepreneur called Avni Bey and his two
partners. This line was confiscated by Samsun mayor during the Independence War. In Trabzon,
municipality was operating a commercial telephone network of 100 lines that was built during
the Russian invasion (Alsan, 1990, 412).

The timing of commercial start of telephone company in Istanbul in 1913 was not a
lucky one. Constantinople Telephone Company was nationalized by the Ottoman government
in 1915, during the Great War, as a part of a war-time policy to control communications
services, in parallel with the closing of foreign post offices in 1914 (Tanrikut, 1984, 686). In
this short period, company was not able to achieve a great economic success. According to data
of International Telegraph Union (ITU), the company had 4.156 subscribers in 1915, with a
traffic of 5,15 million conversations. In addition to subscribers, there were 60 public telephone
points. Company was employing 207 workers (Bureau International de L’Union Télégraphique,
1917, 11), including a cosmopolitan group of multi-lingual women that operated manual
telephone exchanges. Karakisla (2014) provides a comprehensive and competent study on
women employees of telephone company in Istanbul. Male employees established a soccer
team named Telefoncular FC that competed in Istanbul league in the season 1913-1914. The
soccer team was the tail ender in Istanbul league. They lost against Galatasaray 5-0 and
Fenerbahce 9-0 -a sportive performance similar to poor business performance of the company
(TFF, 1992, 25).

According to ITU, in 1915 telephone business had 144.419 commercial telephone
subscribers in Russia, 35.700 in Spain, 4.314 in Bulgaria, 70.231 in Argentine, 30.221 in South
Africa, and 235.621 in Japan (Bureau International de L’Union Télégraphique, 1917). These
numbers show that with a figure of 4.156 subscribers the telephone business in the Ottoman
Empire was one of the smallest networks of the peripheral world, as a consequence of
extraordinarily late launch of commercial services in 1913.
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4. TURKISH TELEPHONE AFTER THE FIRST WORLD WAR: FROM URBAN
NETWORKS TO NATIONALIZATION

In 1918 after the Mudros Armistice, the company reclaimed its telephone concession in
Istanbul, as the last Ottoman governments in Istanbul recognized company’s concession
(Demir, 2005, 158-159). In the early 1920s, Turkey was in a period of political transition from
Empire to republic, under Ankara government headed by Mustafa Kemal Atatlrk. During the
Independence War, in 1920, Ankara government placed PTT under Ministry of Interior
(Tanrikut, 1984, 299). PTT under Ankara government started telephone business under public
ownership in small scale in the early 1920s (Giizelis, 2010, 195). When it became clear that
Ankara government had a military victory and took over control of Istanbul, the private
telephone operator in Istanbul was also under its authority. Before the Lausanne Peace Treaty,
Ankara government agreed to renew the concession of Istanbul Telephone Company with some
slight revisions in June 1923 (Kubilay, 2003, 154-156). After the proclamation of republic in
October 1923, law no 406 was legislated in 1924 that put telephone business under government
monopoly, with exceptions for Istanbul and Izmir (Giizelis, 2010, 195). Early telephone policy
of republic was to improve public owned networks in capital city Ankara and other small cities
and to maintain private operations in Istanbul and Izmir. This preference to maintain private
telephone operation in Istanbul was in coordination with the renewal of concessions in other
infrastructure sectors, a policy that aimed to prove economic friendship with core governments
and to prevent additional financial burden to young republic. In this period, Istanbul Telephone
Company had a modest rate of growth in terms of number of subscribers, from 9.649 in 1925
to 11.737 in 1930, and 12.079 in 1935 (Figure 1).

In 1925, the telephone workers in Istanbul organized a strike. This was a significant
strike for the history of working classes in Turkey, as the employees of telephone company
were predominately women (Karakigla, 2014). As a consequence of multi-lingual services of
company, these women operating telephone switches were ethnically diverse. According to The
New York Times (1925b), in this strike “[t]he leaders are Turks, but the Greeks and Jews will
join them “in perfect unanimity,” as their ultimatum reads, “without distinction of race or
religion.” Actually, the telephone strike in Istanbul was a part of a general revival of worker
movements in Turkey after a long period of war. The strikes and other movements by workers
in the late 1910s and early 1920s were predominately in infrastructure sectors like
transportation, communication, and energy. The densification of worker unrest in the
infrastructure sectors was also a fact for the strikes and movements in the Ottoman Empire
before 1914 (Yildirim, 2013, 357-367). This was a direct consequence of peripheral integration
into the world economy, an integration that brought a higher degree of capitalist development
for infrastructure sectors relative to manufacturing sectors.
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Figure 1. Number of public telephone points and commercial subscribers of Istanbul
Telephone Company, 1925-1939.

Sources: (Basbakanlik istatistik Umum Midiirliigii, 1935, 654; istanbul Belediyesi Nesriyat ve
istatistik Mudrligd, 1940, 430)

A telephone network under public ownership was established in Ankara in 1926
(Glizelis, 2010, 191-194). Ericsson Telephone Company of Sweden built the network and
installed automatic switches of their own production (The New York Times, 1925a). This
publicly owned network open for commercial subscribers was launched in 1926 with 189
official and 462 commercial subscribers, and 11 employees (Basbakanlik Istatistik Umum
Midiirliigii, 1941, 545). In a decade the number of subscribers exceeded 2,000 (Figure 2). Inter-
urban telephone lines of PTT from Ankara to Istanbul, Eskisehir, and then to other Anatolian
cities were in service in the end of 1920s. For example, in 1937 there was a traffic of 167 million
calls between Ankara and other cities in Anatolia. (Basbakanlik Istatistik Umum Miidiirliigii,
1941, 545). The establishment of publicly owned Ankara telephone network and its connections
to other cities marked first steps of a transition from urban scale telephone business to a
nationwide telephone network. As a consequence of this development, share of telephone
income in overall PTT income increased during 1920s and 1930s, from 0,07% in 1922 to 2,43%
in 1926, 7,05% in 1930, %11 in 1935 (Figure 3).
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Figure 2. Number of subscribers of publicly owned telephone network in Ankara, 1926-1939.

Source: Compiled by the author based on Basbakanlik istatistik Umum Miidiirlii§, istatistik
Yilhg Cilt 11 1939-1940, 545.
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Figure 3. Shares of post, telegraph, and telephone services in overall PTT Income, 1921-1939 (%).
Source: (Basbakanlik istatistik Umum Mudurliigi, 1941, 539).

Izmir was a significant port city that played an integral role in integration of its Anatolian
hinterland to the international markets. Transportation networks of steamships and railways
connected Izmir to its Anatolian hinterland and other significant port cities of world. As a
consequence, Izmir was a focus of infrastructure investments by foreign companies (Kasaba,
1993). In addition to the inter-urban and international transportation networks, urban scale
infrastructure networks were developed by foreign companies, as a response to the commercial
demand from enriched and cosmopolitan segments of Izmir population. There were also
demand for communications services and foreign post offices were active in Izmir, as | explain
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above in section 1. These foreign post offices started de facto telephone services after Young
Turk revolution without a concession. In 1924, this fragmented structure was consolidated by
Izmir municipality, which was granted a concession for telephone monopoly in Izmir (Glizelis,
2010, 191-194). However, financing capacity and technical expertise of 1zmir municipality was
not adequate, and this situation necessitated a foreign partner to further expand and update
telephone network. In 1926, a partnership between municipality and Ericsson was formed for
telephone. Emergent company’s 51% share was owned by the municipality and 49% by
Ericsson (The New York Times, 1927; Kubilay, 2003, 157-159). Izmir and Environs Telephone
Company started commercial services in 1928 with 122 official, 711 commercial subscribers
and 49 employees (Basbakanlik Istatistik Umum Miidiirliigii, 1941, 545-546). However, the
company did not grow sufficiently and was in loss in 1929, 1930, 1931, 1932, and 1936. The
number of commercial subscribers barely exceeded 2,000 in 1937 (Figure 4).
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Figure 4. Number of commercial subscribers of telephone network in 1zmir, (1928-1939).
Source: (Basbakanlik Istatistik Umum Miidiirliigii, 1941, 545-546).

In the 1920s, Turkey’s infrastructure networks were still in radar of international
companies. Following the investment of Ericsson in Izmir, International Telegraph and
Telephone (IT&T) from US invested in Turkey too. IT&T was one of archetypical examples of
international telecommunications giants, which acquired telephone operators in Spain and Latin
American countries Cuba, Mexico, Porto Rico, Peru, Chile, Argentina, Uruguay, and Brazil in
the 1920s (The New York Times, 1930a). IT&T was controlling a total of 55 companies in
1929, which consist of a series of telephone operators with 582.135 subscribers, in addition to
telephone manufacturers, telegraph, and radio companies -was capable to raise as much as
US$36,6 million with a single public offering (Barron’s, 1930). IT&T was in competition
against Ericsson of Sweden and Siemens of Germany, alternative international
telecommunications companies. The New York Times (1930b) was reporting that acquisition
of Istanbul Telephone Company by IT&T was “...an important step in the brisk competition
between the American company and the Siemens & Halske interests of Germany and the L. M.
Ericsson group of Sweden for telephone concessions or contracts throughout the world.” IT&T
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also gained a share in Istanbul telephone company when it acquired Western Electric of US in
1924 (Kubilay, 2003, 163) and Thomson Houston of France in 1925 (New York Times, 1930c).
In 1930, IT&T captured controlling stake in Istanbul Telephone Company when it purchased
share of British company, with the approval of Turkish government. The approval by
government included the commitment of IT&T to modernize the network by installing new
automatic telephone switches in Istanbul (New York Herald Tribune, 1930; Wall Street Journal,
1930). Investment of IT&T fulfilled its promises of technology transfer, as the share of
automatic switches rose between 1930 and 1935 (Figure 5).

o

1931 1932 1933 1934 1935

Figure 5. Percentage of Subscribers Connected to Automatic Switches in Turkey, 1931-1935.

Sources: (Bureau International de L’Union Télégraphique, 1933, 35; Bureau International de
L'Union Télégraphique, 1934, 33).

The modernization of network in Istanbul by IT&T was also an opportunity to transfer
old manual telephone switches to Anatolian cities to start small urban networks under PTT
ownership. However, this technology transferring foreign investment had a very unfortunate
timing, as the negative consequences of Great Depression in 1930 was at the doorstep. The
debt burden created by rapid expansion of IT&T in 1920s forced company to withdraw from
some peripheral operators like the one in Istanbul (Barron’s, 1931). | cannot properly
document withdrawal of IT&T from Turkey and | do not know exact year of their withdrawal.
Still I am sure the fact that they left Turkey between 1931 and 1935, as the nationalization
agreement in 1935 took over Istanbul Telephone Company from a majority British interest, as
| explain below.

When the foreign investments in Turkish telephone networks in the early republican
era is evaluated, it is clear that Turkish government did not hesitate to work in cooperation
with foreign companies. Ericsson’s business in Ankara and Izmir and IT&T’s business in Istanbul
was partnered by government and PTT, with the condition of transferring latest technologies
of the day, namely rotary automatic exchanges.
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The proclamation of the republic was not a rupture, when the recognition of Ottoman
infrastructure concessions by republic government was taken into account. However, the
Great Depression acted as the actual turning point for the fate of private operation of
infrastructure networks in Turkey. From the viewpoint of foreign companies, under the
conditions of Great Depression, it became harder to find financing for expansionist
acquisitions and network developments in peripheral countries. As a consequence of
decreasing volume of international trade, demand for transportation and communications
services in peripheral cities decreased too. This decrease in peripheral populations’ power of
purchase was another factor that motivated foreign companies to withdraw. From the
viewpoint of semi-peripheral governments, the inadequate investment by foreign companies
was bad for economic development. The concerns of modern state formation necessitated a
consistent tempo of investment that expand transportation and communications networks,
as well as energy and water services. Another factor was the rise of modern urban citizen,
who demanded universal access to services provided by infrastructure services. Citizens’ right
to access services of transportation, communication, energy, and water was becoming a
corner stone for legitimacy of European model of modern nation states in the early twentieth
century. These developments shifted the focus of infrastructure policies from meeting
commercial demand in metropolises to guaranteeing universal access through nation-scale
publicly owned networks. These factors of pull and push brought a nationalization policy in
Turkey in the 1930s, a bit later than Europe, but earlier than Latin American countries and
many other peripheral countries.

As a part of a general policy of nationalization of companies operating infrastructure
sectors to create nationwide publicly owned networks, agreement for nationalization of the
telephone business in Istanbul was signed in 1935. Baker (1935, 108) states that Turkish
government’s “...latest acquisition is the Istanbul Telephone Company, which was purchased
from British interests for approximately $4,000,000, payable in forty annuities of $100,000
each, the first to be paid in 1939.” According to The New York Times, nationalized company
was consisting of a British major interest and an American minority share (New York Times,
1935). The nationalization was completed in 1936. In 1935, financially frustrated board of
telephone company in Izmir decided to apply for nationalization. The company in Izmir was
nationalized in 1938 (Guizelis, 2010, 194). These were integrated into the existing publicly
owned telephone network of PTT. These nationalizations of urban telephone businesses did
not end dependence on international telecommunications manufacturers like IT&T, Ericsson,
and Siemens, which continued to have a foot on Turkish market for telecommunications
equipment throughout the twentieth century, as the Turkish PTT system did not evolve into a
postal-industrial complex that own telecommunications manufacturing branches like
examples in Europe, Far East, and some peripheral countries like India and South Africa (Ucer,
2018a, 135-136).
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5. CONCLUSION

The companies rooted in the core countries invested in telephone networks in the
peripheral countries in the late nineteenth century and in the early twentieth century. In this
period, the investment in telephone networks was a part of a larger process of expansion of
private investments in infrastructure networks, namely transportation, energy, water, and
telecommunications services. It was a period of increase in the volume of trade and capital
movements. In the nineteenth century, the core economies with growing industrial sectors like
textile penetrated into the peripheral geographies to access markets for their manufactured
goods. This trade expansion based on penetration of manufactured goods to the markets of
peripheral countries was the driving force of integration of world economy. Trade expansion
brought the collapse of productive sectors except exporting ones in the peripheral countries and
trade dependence of peripheral countries on the core countries. Along with the trade expansion,
the volume of capital transfers from core to periphery increased, in the form of credits for
peripheral governments, credits for traders, loans to exporting sectors of periphery, and direct
investments in the periphery. These capital transfers were made possible by the accumulation
of capital in the core, capital accumulated by the industrial production, in seek for opportunities
of profit elsewhere.

The increase in movement of goods, money and people, between different countries as
well as inside the borders of individual countries created a great demand for services produced
by infrastructure sectors. Among these, especially transportation services had a great demand
from various segments of society as the movement of traders and tradeable goods required
various transportation services. The increase in the movement of goods and people created an
increasing demand for conveying of messages that carried information about trade issues. In
the peripheral countries, the demand for the infrastructure services were intensified in the cities
which were the conduits between local economies and the metropolises of world economy.
These cities with the increasing demand for transportation services were especially port cities
(like Izmir) and other economic-political nodes and capitals (like Istanbul). In addition to
transportation, a demand for energy, communication, and water services in the municipal scale
emerged in these vivid cities of periphery. A general increase in the demand for various
infrastructure services motivated core companies to invest in infrastructure sectors of peripheral
countries. As the demand for services was intensified in the port cities and capitals, the
investments positioned in these cities within municipal scales. The urban-scale telephone
operators in various peripheral countries including two companies in Istanbul and Izmir were
among these investments.

From the perspective of companies of core economies, the investments in these vivid
cities of peripheral countries became attractive. This was in part a consequence of over-
accumulation of finance capital in the core economies, large amounts of funds in search of
profitable investments. Another factor that motivated the investment in periphery by the core
companies was the matured markets of core countries. As the growth opportunities in the
infrastructure markets of core economies depleted, the companies started to seek opportunities
of business in the geographies of potential growth. The intensified trade relationships with the
peripheral economies along with the military and political expeditions in these countries made
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it possible to detect potentials of economic growth in the form of growing demand for
infrastructure services. The infrastructure services in the peripheral countries were more
advantageous relative to the productive sectors of manufacturing as the services produced by
infrastructure networks were untradeable goods. The services of these infrastructure sectors
were not able to be imported in contrast with the goods produced by manufacturing sectors
which were substitutable with the cheaper imports produced whereas in world. All these factors
motivated core companies to invest in infrastructure sectors, especially ports, railways, and
municipal services, urban-scale energy, water, and telecommunications business.

From the perspective of peripheral governments, the infrastructure investment by the
foreign companies was a complicated issue. On the positive side, the investment burden to build
infrastructure was being divided between foreign companies and peripheral governments
(stance of Mehmed Cavid Bey). On the negative side, the foreign domination of infrastructure
diminished the political authority of governments and privatize revenues of these services
(stance of Ottoman PT). Actually, the relationship between the foreign companies and the
peripheral governments was not an equal one, as the core companies were backed by the
diplomatic and military pressure capacity of core governments, if not by the direct colonization
of peripheral country by one of great powers.

The Ottoman Empire was not one of peripheral countries which were directly colonized
and lost their political independence. Instead, the Empire protected its political independence
taking advantage of rivalry between great powers of Europe. While protecting its political
independence, the Ottoman Empire was incorporated to the world economy, a status similar to
countries like China, Japan, and Ethiopia. This is why Ottoman Empire was a semi-peripheral
country.

The position of semi-periphery brought a special character for these countries in the
terms of early postal organizations in the form of competition among multiple foreign postal
networks. In contrast with the semi-peripheral countries, the direct colonies received postal
monopoly model primarily from the core country that colonized it, as a copy of model adopted
in the parent country (like India and Indonesia). The chaotic competition between different
postal networks were a negative side-effect of persisted political independence, which created
a specific historical character that created the disadvantageous basis for the economic
development in the following periods.

The chaotic structure of postal services in China and Ottoman Empire were the most
striking examples of historical characteristic of semi-peripheral postal organization. The
competition between various foreign post offices in these countries seemed strange to the eyes
of visiting Westerners. European and American visitors in China were shocked to observe
competition between multiple foreign postal organizations, instead of government monopoly
model in their home country. They expressed that China was the only country in the world with
a multiplicity of postal organizations. In a similar manner, visitors of Ottoman Empire too
expressed that Turkey was the only country with multiple foreign post offices. Actually, this
was a shared characteristic of semi-peripheral countries China, Japan, Ottoman Empire, and
Ethiopia. In contrast with these semi-peripheral countries, direct colonies in Americas, Africa,
Asia and Oceania had postal monopolies deployed by the colonizer powers, modeled after the
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postal organization in the parent country. In this respect, the postal organization in the South
Africa was a version of British one — a similar relationship between Indonesia and Netherlands,
India and UK. On one hand, this was a consequence and fortifier of absolute control of colonizer
power. On the other hand, deployment of a postal monopoly, a standard organization
nationwide provided a healthy base for development in contrast with the chaotic postal
structures in the politically independent peripheral countries.

Before the advent of telecommunications, conveying of a message was dependent on the
transportation networks. In other words, the postal networks were dependent on transportation
networks like steamship lines, ports, and railways. The development of national post
monopolies of Europe brought about the development of land routes made up of roads suitable
for driving horse carriages. The development of inland road network was also necessary to form
a national economy and to harness potential of natural resources and markets which did not
have access to water ways. A large inland road network was useful for political and military
ends of modern state formation, along with the proper conveying of post messages. In the
peripheral economies, the inland road networks were inadequate. Available routes were not
suitable for horse carriages (and automobiles later), as they were built for animals like horses,
donkeys, and camels. As a consequence, the postal networks of peripheral countries were
dependent on the sea ways and railways more than the core postal networks. The domination
of ferry lines and railways by the foreign companies gave an additional advantage to the foreign
postal networks active in the peripheral countries like Ottoman Empire and China. Moreover,
some transportation companies were also de-facto offering postal services. These handicaps
significantly decelerated the national postal organizations of peripheral governments.

The advent of electric telegraph was a great opportunity to divorce communications
network from transportation network and create an independent communications network.
Ottoman public telegraph network had been useful for Ottoman governments as a tool to
centralize power at the hands of Istanbul. The network also provided a consistent flow of
revenue from sales of communications services. Around this network, the first modern
infrastructural SOE of Turkey grew. Posta ve Telgraf Nezareti formed a base for a strong
nationwide bureaucracy. The fortification of telegraph as the essential Turkish tool of
communications went further under reign of Abdulhamit 1I, who was skeptic towards
telephone. As a consequence, a well-established telegraph monopoly emerged and resisted
against introduction of a telephone network out of its control. However, Young Turks at power
had different opinions and Mehmed Cavid Bey granted concession for a telephone business in
Istanbul. Unfortunately, this was a very unlucky timing just prior to the Great War.

The actual rupture from private telephone business in particular, and infrastructure
business in general to a nationalization policy was not the founding of Republic of Turkey in
1923. Nascent Republic recognized and renewed concessions for infrastructure companies in
the 1920s. However, the modest economic revival of private infrastructure business in the peace
time that followed Great War came to an end in the 1930s when the negative consequences of
Great Depression became clear. International financial markets became much more hesitant to
finance adventurous investments in peripheral countries like Turkey. In the meantime, Turkish
policy for infrastructure networks shifted to nationalization of private companies and merging
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them into the modern SOEs of nationwide infrastructure networks. Public financing substituted
financing from international capital markets. The urban-scale telephone operators in Istanbul
and lzmir were nationalized in the 1930s, respectively in 1936 and 1938.

The nationalization of telephone companies in 1930s was a remarkably early timing
among peripheral countries. Other peripheral countries nationalized telephone companies later
and in a more fragmented style. In this respect, Latin American nationalizations sharply contrast
with the Turkish nationalization, as they happened in the second half of the twentieth century
and they protected regional divisions. This specific timing and unified style of Turkish
telecommunications nationalization had long-term consequences that affected privatizations of
1990s and 2000s. The institutional basis of telecommunications in Turkey was PTT, which was
formed as the imperial postal organization in 1840. In 1855 the second ancestor of Turkish PTT,
Ottoman telegraph organization was founded. In 1870, these two were merged to form Posta
ve Telgraf Nezareti, in other words Turkish PT, the true ancestor of modern Turkish PTT. In
the 1930s, the telephone operations were completely taken over by PT-T. This institutional base
of bureaucrats protected collective memories of foreign dominance on postal services,
telegraphic protectionism, and nationalization policies of 1930s.
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ANADOLU’DA ASURLULARIN TICARETI VE MUHASEBENIN YAPISI
oz

Anadolu'daki Asur ticareti, Karadeniz'den Kuzey Suriye ve Mezopotamya'ya, Bati'da Konya
ovasindan Dogu'da Firat'n 6tesine uzaniyordu. Asur Ticaret Kolonileri MO 1900'de kuruldu ve MO
1850'ye kadar devam etti. Anadolu'daki Asur ticareti ile ilgili bilgiler eski Asur ¢ivi yazisi tabletlerinden
edinilmektedir. Bu tabletler Anadolu'nun ilk yazili kaynaklaridir ve ozellikle Kiiltepe, Hattusa
(Bogazkoy) ve Alisar'daki kazilardan ¢ikartilmistir. Yeminli anlagmalar yerli hiikiimdarlar ve Asur
devleti tarafindan yapilirdi. Bu anlagma, yerel hiikiimdarlarin ve Asur'un hak ve gorevlerini yasal bir
cercevede belirlerdi. Bu anlagsma ile Asurlularin ticareti yaklagik 150-200 yil kesintisiz olarak devam
etti.

Asurlu tiiccarlar, Anadolu halkinin talep ettigi kalayli ve kaliteli tekstil iirtinlerini almis ve esek
kervanlariyla getirmislerdir. Ve sonrasinda iiretilen degerli taslari, metali, 6zellikle altini, glimiisii ve
Anadolu halkinin yetistirdigi ve tirettigi bakir1 buradan sevk ettiler. Asurlu tiiccarlar biiyiik sehirlerde
Karum kolonileri ve kiiglik sehirlerde wabartum istasyonlart kurdular.

Bu ticaret sirasinda bankacilik islemleri, muhasebe uygulamalari, sdzlesmeler hukuku ve ticaret
hukuku uygulamalar1 gerceklesti. Bu ticaret Anadolu ile Assur arasinda meydana gelen bilinen ilk
belgelenmis “Uluslararasi Ticaret” olarak kabul edilmistir.

Anahtar Kelimeler: Asur Ticaret Kolonileri, Asur Ticareti, Karum, Datum, Muhasebe, Ticaret
Ortakliklari

Jel Kodu: F13, M40

1. INTRODUCTION

In the first quarter of 2000 B.C., there had been intensive commercial activities between
Anatolia and Mesopotamia (Bayram, 1993: 1). Assyrian traders gave their names to this age,
and period of Kanis Karum Level Il and Level 1b was named as Age of Assur Trade Colonies
in old Anatolian History (Sahin, 2004: 11). In this age, ownership understanding was changed
in Assur in Northern Mesopotamia and private ownership system of Sumer became dominant
sight instead of state ownership system (Sever, 1995a: 2). Therefore, commercial institutions
increased in Assur and Assur became a center of commercial activities in Mesopotamia together
with Anatolia (Bayram, 1993: 1). During this period, Anatolia was politically divided into a
number of city-states: Kanis, Mama, Purushattum, Wahsusana etc. Anatolian city-states were
depended on agriculture, herdling, and family households (Dercksen, 2000: 138).

Assyrian Trade Colonies were formed in 1900 B.C. and continued to 1850 B.C. (Sever,
1990: 251). Assyrian trade in Anatolia extended from the Black Sea to Northern Syria and
Mesopotamia and from the plain of Konya in the West to beyond the Euphrates in the East. The
information about Assyrian trade in Anatolia is obtained from old Assyrian cuneiform tablets.
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These tablets were the first written sources of Anatolia, and written in old Assyrian Language.
Most of them seemed to be excavated from Kiiltepe, this was remnant of the old Central-
Anatolian City of Kanis, located 20 kms south of the Kizilirmak. The other settlements in which
these tablets were especially excavated are Hattusa (Bogazkdy), and Alisar (Veenhof, 1984: 9).
It is determined that the records of partnership documents, cost lists, shipment of goods and
delivery documents, bills payable, collection and payment documents, purchase-sale
documents and inventory lists were recorded on the tablets (Akbas et al., 2018: 117).

Each trader arranged commercial relations with other people in a set of relation as
bosses, colleagues, partners, representatives, agents, employees, financiers, officials, etc. These
relationships were depended on kinship ties, on contract, on friendship, or on custom (Larsen,
1977:120).

Assyrian traders conducted business principally with the palace, the local officials and
their households (Dercksen, 2000:147). They acquired and brought tin and quality textiles
demanded by Anatolian nation with donkey caravans. And they shipped the produced valuable
stones, metal, especially gold, silver and copper that Anatolian nation produced and
manufactured (Bayram, 1993: 1; Sever, 1990:253). Assyrian traders were eager to get as much
silver and gold as possible to use them for exchange as money in commercial relations with the
surrounding countries, for making necessary payments (including taxes) and equipping a new
caravan in Assur (Veenhof, 1984: 6; Dercksen, 1996: 162).

Cities of native ruler were built in palace on the hill. Assyrian colonies established
wabartums and karums as a free market place on the foot of these cities (Sever, 1995a:2).
Karums were trading colonies, wabartums were the small settlements named as stations.

Kanis karum functioned as a kind of central place for Assyrian trade in Anatolia. And
trade system was controlled under the inspection of Kanis Karum in Anatolia and Assur in
Mesopotamia. This inspection span consisted of all karum and wabartum settlements (Sever,
1995a:3).

2. TRADE IN ANATOLIA DURING COLONIAL PERIOD

The old Assyrian settlements in terms of karum colonies or wabartum stations had a
population which consisted of traders. They had continual and well organized relations with
Assur state. There was a constant movement back and forth between Anatolia and Assur state.
The existence of Assur trade colonies depended on the uninterrupted link with Assur state, since
their economic basis was the continuous flow of goods, i.e. quantities of tin and textiles, by
donkey caravan from Assur to Anatolia (Larsen, 1977:120).

The political institutions of the old Assyrian city-state were the city assembly, the house
of the city and the royal palace. The city assembly and the house of the city influenced the way
in which trade was conducted. The assembly made decisions on specific measures involving
issues of trade and individual merchants. It allowed Assur’s merchants to travel through foreign
countries and to conduct trade there by concluding sworn agreement (mamitum) with the rulers
of these countries. Moreover temples got involved in trade, they provided for storage facilities
to merchants besides other functions (Dercksen, 2000:136-138).
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Wealthy investors established companies in Assur and then spreaded to Anatolia and
provided for facilities for the account of the companies and their private account with the
assistance of trade agents (tappau) and assistants (samallu) (Sever, 1990:253).

The reasons for choosing of Anatolia as the appropriate place for the Assyrian trading
activities are as follows (Bayram, 1993: 1; Sever, 1995a:2; Sever, 1990:253);

e Known wealthy of king graves since 3000 B.C.,

e Good commercial conditions and high life standards in Anatolia,
e The great need of tin in the production of bronze in Anatolia,

e Demand for taking away the affluence of Anatolia to Assur,

e Climate and the natural resources of Anatolia,

e Continual repose and peace milieu in Anatolia.

Anatolia had been favorable market for Assyrian traders in trade activities. They made
an agreement with Anatolian rulers and had some privileges. “In Kiiltepe tablet of Kt 00/k 6
there was a text of a treaty between Assur and Kanis. The subjects of both parties are called
mer Assur ‘a citizen of Assur’ and mer Kanis ‘a citizen of Kanis’. It regulates some commercial
facilities between these two citizen groups by taking legal decisions concerning the security of
Assur merchants and their properties. For example, “If a citizen of Assur becomes indebted to
a citizen of Kanis and goes to another country, (then) they will not take another merchant, an
outsider, or his brother in his stead (as his substitute). They will sue the debtor (for) the fixed
amount”........... “If there i1s someone who lost his textiles in your city or country, you shall
look for (the textiles) and return them (to the owner). If you can not find the (losses), he owner
of the losses will swear and you shall pay in full (for) the losses.”......... “When you call up
your country for state service you shall not call up a citizen of Assur for service”........ “If the
blood of a citizen of Assur is shed in your city or in your land (and) a loss will occur, you shall
pay the fixed amount for the blood-money to us and we will kill him (i.e. murderer). You shall
not give another person instead of the (murderer) to us. You shall return the loss (good).
C ”When a citizen of Kanis and a citizen of Assur go to court, you shall pass judgement
on them truthfully > (Giinbatti, 2004: 250-254).

Goods brought to Anatolia by Assyrian merchants were tin, fashion fabric preferred by
palaces, decoration things, some products and spices.

Textiles were manufactured by Assyrian women at home, or bought from house of the
city in Assur or from another country (e.g. Babylonians). The prices of the parcels of clothes
were determined not only in accordance with the quality however moreover depending upon
supply and demand (Dercksen, 2000:138; Lewy, 1965: 20).

The city-state of Assur possessed during this period a virtual monopoly on the flow of
tin to Anatolia. This metal was used in the production of bronze in Anatolia (Dercksen, 1996:
162).
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Goods shipped from Anatolia to Assur (Mesopotamia) were gold, silver, leather,
copper, precious stone, wool, silver lead, goat hair or spring wool, pig bristle (zappum) and
suprum, a valuable metal which means nail (Bayram, 1993: 5).

Assyrian traders had an exclusive right for the trade of some goods. For example, the
trade in gold was only permitted among the Assyrians, however it was forbidden for an Assyrian
to sell gold to foreigners. In kt 79/k 101, from the city-ruler of Assur states to the karum of
Kanis it was stated that ‘regarding gold, the rule remains unaltered: brothers (Assyrians) can
sell (it) to each other. However according to the stipulation written on the stele (recording the
cities’ commercial regulations) no Assyrian, whoever he is, shall sell gold to an Akadian, an
Amorite, or a Hurrian who does sell (gold) shall not remain alive’ (Dercksen, 1996: 162).

When Assyrian donkey caravans arrived in Anatolia, first of all traders took permission
from native rulers and these rulers levied taxes on caravans and then part of the merchandise
was sold by the main agent himself or his staff, other lots were entrusted to traveling salesman
(tamkarum). They acted as commission agents and took goods on consignment by signing
bonds (Veenhof, 1984: 6).

The palace or an official did not have enough means of exchange to pay each time to a
merchant (tamkarum) selling something, and they bought the goods on credit. However this
increased the debt. The amounts indebted apparently could be recorded on a special account
which the traders had. If he did not possess such an account, it could be booked on that of one
of his associates (Dercksen, 1996: 167).

According to some tablets, there were inflation and exchange in the colonial period. And
this affected the commercial transactions made in Anatolia. In Kt.n/k-1340, a trader complained
about the increase in prices and stated that °...silver price increased because of exchange
transactions. It caused an increase in gold price and I bought gold at high price’ (Sever, 1995b:
131). Moreover in Kt.n/k-562, it was stated that, ‘Because of the low price of tin, his tin was
waiting’ (Sever, 1999:87).

Assyrian traders had some privilege in Anatolia. Entrusted Assur city assembly and
officials were sent to Anatolia and they had an effect on the privileges Assyrian traders had.

2.1. Assyrian Officials In Anatolia

Assyrian officials were entrusted for the arrangement of relations between native rulers
and Assyrian traders. These officials had different titles and duties (Sahin, 2002:70-83):

2.1.1. Assur City Envoy (sipru sa alim.ki)

Siprum means ‘envoy’ and ‘messenger’. In the texts, this word is used for ‘messenger’,
‘Assur City Envoys’, ‘Kanis Colony’s Envoys’ and ‘Ruler’s Envoys in Anatolia’. In some texts,
it is understood that Assur City Envoy was a person who brought command and directives of
Assur City Assembly to Anatolia and established diplomatic relations with rulers in Anatolia.

Assur City Assembly assigned envoy to Kanis city. These envoys represented Assur city
state and established relation with the rulers in Anatolia in the name of Assur city-state. They
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were high titled officials of Assur State in Anatolia. In diplomatic correspondence, it was
addressed to both Kanis karum and City envoy. At the same time, it was written to other karum
and wabartums by both Kanis karum and city envoy. In a text, it is written that “City envoy and
karum kanis called out to all karums: Assur-GAL and Ikuppia were our envoys, we gave
mugarribum to him for deliver from one karum to another”

From some texts, it is appeared that Assur city envoys and center karum organization
together established relations with Anatolia palaces and Assyrian traders and in addition to that
they were involved in some lawsuits occurred in Anatolia. For example, in a text, it was stated
that “when our father was fined, city envoy came and opened that safe-deposit box and gave
fabric and ore to his hand...... 7

2.1.2. Kanis Karum’s Envoys (sipru sa Karim Kanis)

In the correspondence of Kanis karum with other karum and wabartums, karum’s envoy
was mentioned. A letter written to Kanis karum by Wahsusana karum, began with the
expression of “Told to Kanis karum, your envoy and Wahsusana karum said that.......... ”

The letter written to Kanis rulers from Mama King Anum-Hirbi indicated that in colonial
period, in Anatolia, envoy institution was not fully developed and envoys only conveyed the
news and gifts of rulers. However there were moreover some documents that showed the
existence of envoys of native rulers. For example, at a fabric lawsuit between Amkuwa kingdom
and Assyrian traders, envoy of Amkuwa came to solve the problem. In the presence of an
Assyrian named as Ikupia, there were defendant, plaintiff and witness.

In Kiltepe texts, on documents titled as expenditure list, there was information about
payments made to siprus. In a text it was written that “15 segel tin was paid to Kanis city envoy
and 7 segel was paid to Tegaramma city envoy”.

2.1.3. Saqil-datim:

In Assyrian language, datum means a person who made payment. It was agreed that
these people were usually appointed at caravan and they paid taxes in cities. However in new
printed text, it is learned that saqil-datim was appointed as Kanis karum envoy and he collected
sadduatum tax. In these documents, Kanis karum addressed wabartums of Kuburnat, Hanaknak
and Tismurna and wanted them to pay 1/10 sadduatum tax from amutum trade to saqil datim
Kulia. In another document (in a court order), it was written that “Karum Washania sagil-datim
made big and small decision about us”. It can therefore be concluded that this person moreover
had a job in court, too.

In some documents it is understood that, saqil datim was an official who took his
instructions from Kanis karum and conducted his job depending on Kanis karum. Moreover it
can be thought that saqil datim may be a kind of public prosecutor. In some texts, it is stated
that he was appointed by court and he had to be present there to adjudicate.
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2.1.4. Assur City Assembly’s Agent (Representative) (Aliku Sa Harran Alim.ki)

In Kiltepe documents, it is noticed that, aliku sa harran alim.ki was an official who had
authority and (who) came to a judicial decision on wabartum stations in some cities. In cities
such as Mama and Amkuwa, wabartum station and saqil-datim together reached a decision.

In another example, in law court order prepared for a lawsuit among Assyrian traders, it
is understood that; DUB.SAR saqil-datim, aliku sa harran alim.ki and usbutim sa Tuhpia named
officials reached a decision together.

2.1.5. Usbutim/wasbuni

In actual documents, Wasabum is used as “to arrange meeting and have a conversation
about”. It was probably used for judgment. In a document, it is noticed that clerk, saqgil-datim,
aliku sa harran alim.ki and usbutim of Tuhpiani (usbutim sa Tuhpia) together reached a
decision.

2.1.6. Biritum

Biritum means “selected”. In documents, it is noticed that instead of big men (usbutim)
in Karum colony, there were selected men (biritum) in wabartum stations.

2.1.7. Nibum

Nibum is a word which derived from “the verbs, to appoint, to assign, to name”. There
were some letters written to Kanis karum by title of nibum. It was stated that this official was a
formal spokesman appointed in capital city by Kanis karum.

2.1.8. Responsible person in Metal Trade (rabi sikkatim)

In documents, this word usually was recorded in subjects related to metals. It was
expressed as “officials who are responsible for the supervision of metal trade” by Garelli and
Soden and as “high ranking officer or commander” by Bilgig, Orlin, Veenhof and Larsen.

It is understood that Assyrian city-state took 1/10 of amutum metal (valuable metal
existed in Anatolia) in the name of tax from Assyrian traders. In a document, it is stated that a
trader handed over amutum metal to rabi-sikkatim and in return it was paid with silver. Here,
rabi-sikkatim represented the position of Assur State.

There was a document, in which the rabi-sikkatin showed loyalty to Anatolian native
rulers and he came to an agreement with them and then Assyrian traders had a right to trade in
Anatolia. In that document there was moreover a letter written to another Assyrian trader; it is
stated that “Before rabi-sikkatin swore to Purushattum, Usunala and Wahsusana rulers, do not
come here”.

In a document (expenditure list), rabi.sikkatim’s name was moreover mentioned. He
paid a sum of money to officials on caravan when the caravan was on the move. It can be said
that rabi.sikkatim was responsible for subjects like the security and arrival of caravan.
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2.1.9. Assur City’s Lawyer (rabisu sa alim.ki)

In Kiltepe texts, there were court orders in which lawyer of Assur city came to a judicial
decision by witnessing of some people.

In some documents, the word rabisum used as private lawyer. Moreover in these
documents, officials named as MAS.KIM were lawyer in old Assyrian period and they collected
money for the state.

2.2. Trade Centers

The Assyrian settlements were grouped as colonies (Karum) and smaller stations
(wabartum), depending on the political and economic importance of the town to which they
were attached. The main colony was at Kiltepe, the ancient town of Kanis, less than 20 km
northeast of Kayseri (Dercksen, 2005:17). In political and administrative point of view,
Assyrian traders were dependent on karums and wabartums, Kanis karum (the most important
of them) depended on Assur City.

Karums and wabartums protected the rights of Assur traders against to natives, solved
disagreements among traders and certified every procedure (document) like a kind of notary
(Sahin, 2006:139). Moreover disagreements among Assyrian traders were solved in that karum
and wabartums, however unsolved or most important issues were referred to Assur or they were
solved by representatives sent from Assur (Bayram, 1993:5).

2.2.1. Organization of Karum

The protection of the Assyrian trade was the main duty of the Karum colonies. For this
purpose, Karum arranged all relations between Assyrian traders and native rulers. In Anatolia
all karums and wabartums were dependent on Kanis karum. Kanis karum was the administrative
centre of the network of commercial settlements. Kanis (as the chief colony) was charged with
the regulation of trade activities. It brought some measure of standardization in the level of
charging interest. For example, it had fixed a rate of interest (30% per year) to be applied in
commercial activities among traders. This rate was frequently used in silver and copper loans.
Creditors who gave debt to Anatolian natives were free in charging different rates. It can be
higher or lower than 30 per cent (Dercksen, 2000:142).

Official correspondence of Karum office was kept in its own archive. Kanis karum
served as a kind of accounting office. The accounts of individual traders and enterprises
(ellatum) (such as debts, claims and shares) expressed the relation with the colony or the local
palace would be stored there (Dercksen, 2000:141). For example, in the majority of cases,
Assyrians were selling goods to the palace in exchange of copper. In cities possessing a karum
office, the copper was paid to this office by palace, and then the traders got their shares
(Dercksen, 1996: 165).

Assyrian traders paid tax to Karum colony. In response to this, Karum stored traders’
goods, and if it was necessary, karum gave traders a loan and acted as guarantor for traders, and
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it adjusted and checked the accuracy of scales and measurement (Sahin, 2004:86). Moreover,
karum could put pressure on insolvent local officials by forbidding trade with them by using
authority. Karum as an institution moreover borrowed from merchants. The need for money
could be caused by higher or unexpected expenses and/or lower tax revenues. In some cases it
is stated that the karum engaged in trade for unspecified reasons. However in some cases,
particularly in the case of a conflict with local Anatolian authorities, an attorney (rabisum) was
sent from Assur (Dercksen, 2000: 142-143).

2.2.1.1. Officials in Karum and Their Duties

An Assyrian merchant living in colony automatically was a member of the local karum.
Officials in karum can be divided into three groups. The first was karum assembly (karum saher
rabi), the second was the office of tamkarum, the third was the officials of karum. Officials of
karum were limum, berum and ersum, week-eponym (hamutsum), secretary (tupsarrum), siprum
and scribe.

1. Karum Assembly: Karum saher rabi was the karum’s primary assembly. Karum
assembly was consisted of “big” and “small” men, the rabi utum and sahhurutum. The plenary
session representing the whole community was accordingly called the “karum, small and big”
(karum saher rabi). The big men who were called the awilu sa nikkass: were required to pay
taxes (datum) as silver and this group was exempted from some duties (Dercksen, 2000:141-
142). Datum payers were called as tamkarum (licensed or registered merchants). They were
important members of karum (Veenhof, 1972: 278).

The karum-office (bet karim) was the Assyrian colony’s administrative center. Bet karim
contained some rooms where the assembly could meet, and some rooms were used as offices
and storage (Dercksen, 2000:141-142).

2. The Office of Tamkarum (chamber of commerce): The Office of tamkarum was
established by private entrepreneurs. This office was active in Anatolia and Assyrian state and
this office lent money for merchants (Dercksen, 2000:139).

Goods were being sold on the installment plan and the office of tamkarum was actively
involved in commercial activities. In Kultepe tablets kt b/k-38 the terms “first payment”
(masgaltum panitum) and “second payment” (masgaltum sanitum) were used for commercial
activities. According to debt agreements, if a debtor declined to pay his payments, Office of
Tamkarum was responsible for his member merchant’s repayments (Sever, 1995a:6).

3. The Officials of Karum: The officials of karum such as the limum, week- eponym
(hamutsum), secretary (tupsarrum), and siprum, were appointed among the merchants resident
in the colony. The offices presumably were held only for a limited period.

Hamutsum was held by one or two persons and their period in office were used as
calendaric device (week-eponymy). Hamutsum members were chosen by among the merchants
(Dercksen, 2000:144).

According to the tablets, the secretary of the karum (tupsarrum sa karim) convened the
primary assembly (karum saher rabi) and this assembly was split into some groups to solve
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commercial and judicial disputes. According to Larsen the secretary held a bureaucratic office.
For Weber, the secretary was neutral and salaried man who was responsible for the technical
aspects of the judicial procedure. The status of the secretary was second highest after the
karum’s assembly. He represented the colony and he was required to collect taxes of other
places. He moreover executed the decisions of the assembly (Dercksen, 2000:144-145).
Moreover the secretary was responsible for the organization of meetings of primary assembly
and the counting of votes (Ebling and Meissner, 1993:378).

The siprum or envoy worked as messenger between the colonies and between the
relations of colonies and Anatolian head chieftains (Dercksen, 2000:146). They had some other
tasks as follows (Ebling and Meissner, 1993:378):

e Transmission of orders and decisions of kanis karum to the various settlements,

e Taking action against individuals in other colonies as authorized representatives of
karum (collection and transport of payments, forced transfer of persons etc.),

e Conducted negotiations with the Anatolian authorities in conflict situations. And
commercial treaties were renewed when ruler had changed.

In Karum some twenty officials were worked as scribe. These scribes were identified
with suffix to their name the term DUB.SAR. The most famous scribe was named as Adada.
The status of scribes is unclear for researchers. They appeared in sources as witness, debtor, or
transporter of money and tablets. For their qualification, they were required to take bureaucratic
education (Dercksen, 2000:145).

The limum represented the karum among merchants. Limum organized the deposited
merchandise and he was moreover responsible to obtain money for the colony from the lenders
(Dercksen, 2000:145). The limum was given authority to act on behalf of karum in carrying out
karum’s decisions and performing certain operations in karum-office (Ebling and Meissner,
1993:376)...

Other karum officials mentioned by name are the limum, the berum, and the ersum. The
last two appeared to be low-ranking officials (Dercksen, 2000: 144).

2.2.1.2. Accounting Procedure in Karum (Datum and Sitapkum System)

There were some terms used as “depositing” (nada ’'um), “pouring” (sapa-kum) and
“booking” (lapatum) describing complicated transactions and calculations in many old
Assyrian texts (Veenhof, 1972: 272). These terms denoted the accounting procedures in
Assyrian trade.

Assyrian traders took part in trade by setting up companies or by participating in karum’s
commercial activities. In order to participate in Karum’s commercial activities registered
traders had to have a datum account in karum-office.

There are a variety of interpretations for datum in old Assyrians texts. According to
Landsberger, datum is a kind of commercial investment in Karum. Merchants gave it to karum
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periodically. Deposited money or goods are considered as shares (gatum) or same sort of bank
account. The registered merchants were required to keep datum account to make trade in
Karum. These accounts were especially used for copper trade by Karum authorities. According
to Levy, datum was considered as a road tax which was taken by travelers and trade caravans,
according to distance. According to Garelli, fee was only taken by humans and animals not
from goods. According to some other sources, datum was portrayed as commercial fund or
contribution for collective trade in Karum (Veenhof, 1972: 219-228).

According to some scholars tradesmen deposited a big amount of silver to this fund
however some other scholars argued that the tradesmen not only deposited the silver on the
other hand they could moreover register their silver in this fund. In this way, they were defined
as a kind of “shareholders” in the commercial activities of the karum (Veenhof, 1972: 272-
273).

According to some tablet sources, not silver however cooper was allowed to be deposited
for datum. It was explained that in some karum silver, in others cooper was deposited for datum.

Each registered merchant who had a datum account in karum, were expected to deposit
a specified commodity (copper, silver or textiles) to fulfill the obligation during a specific
period in a various way. Depositing of shares by this way is called as sitapkum. It could be
described as “communal fund-raising” and “certain investments in the fund of the karum”
(https://www.eisenbrauns.com, 01.02.2008; Veenhof, 1987: 45). Karum sold the deposited
goods directly to the local palace in exchange for cooper. Then the profit was shared by
depositors. It is not known completely why merchants did not sell goods to the palaces
themselves and got silver or cooper in exchange of goods. According to some scholars
(Dercksen, 1996: 173; Veenhof, 1972: 273-274), it was a well organized activity and Assyrian
traders had some advantages participating trade through karum. These advantages were trading
in large scale, in safe and in favorable conditions, and having more chance of profit and less
risk. Moreover traders did not have too many administrative problems. Therefore the aim of
sitapkum was to attain copper or silver under favorable conditions for the merchant.

Merchants were expected to deposit full amount of datum fixed for them. In the
accounting procedure of the karum, merchants who did not fulfill their obligation, they had to
make a balance (supplementary) payment (nipiltum) to karum or to another person who had
shares in karum. In a letter kt a/k 474, Adad-sululi was told that during the accounting in the
karum-office, it was established that he had to make a balance payment to another person
(Dercksen, 1996: 174).

In accounting procedure of karum, the term suhuppum was also used. There were some
definitions for suhuppum. Levy interpreted it as “accumulation”. According to Dercksen it was
the local assets of the karum as an organization of a firm or of a merchant registered in the
karum-office. It was also described as “a kind of fund” and “stocks of commodities” or “stored-
up supply” (Dercksen, 1996: 172; Ebling and Meissner, 1993: 371; http://links.jstor.org,
01.02.2008).

The deposits were recorded on special tablets in the karum-office. In kt a/k 488/b, a clay
tablet named isurtum was denoted as book of accounts. It was written with cuneiform signs and
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was kept in the karum-office. The right on the isurtum was moreover transferable to another
person. This tablet was credited for the copper owed to traders by the palace and debited for the
goods sold on credit. In another Kiltepe tablet, kt c/k 459, it was moreover denoted that 216
minas of copper were booked on the first tablet, the large isurtum. In some cases, it was stated
that accounting took place periodically. During accounting, the balances were checked, and if
a trader had not deposited the full amount of datum fixed for him, he could make a balance
payment (Dercksen, 1996: 167-174-175).

In Kiltepe tablet kt n/k 1464, there is an accounting procedure carried out in karum
office in lines 3-22. Here, Uzubiskum informed Usur-sa —Istar about the accounting of his
deposits made during sitapkum in the karum-office, presumably in Purushattum, “The amounts
are all given in copper:

3-6: when he left, he was credited with 560 minas of copper and 8 textiles as his share in
the karum-office;

7-10: after leaving the city, when one textile was deposited per shareholder, Uzubiskum
deposited one textile for him and credited him with another 40 minas;

11-16: furthermore, when 1 mina of silver was deposited per shareholder, Uzubiskum
deposited this amount; as an equivalent Usur-sa —Istar could collect 200 minas from the
suhuppum;

18-20: the accounting took place and the datum per shareholder was fixed at 920 minas (of
copper);
21-22: the 8 textiles were valued at 40 minas each, totaling 320 minas (of copper).

The book value of Usur-sa —Istar’s deposits was thus 560 + 320 (the 8 textiles) + 40 (1
textile) + 200= 1,120 minas of copper. However the 200 minas for the silver were paid out
separately from the suhuppum. So that the credited amount was 920 minas of copper. The datum
was 920 minas, so Usur-sa —Istar had fulfilled his obligations™ In text, it was stated that the
equivalent of the deposited silver and textiles were paid in copper. The equivalents of copper
used in this text are 200:1 silver and 40 minas per textile (Dercksen, 1996: 175).

According to Dercksen (1996: 175), the datum amount was disbursed to shareholders
during accounting of karum. However, it is not clear how and in what name it was done.

Functions of karum in accounting procedures were accepting deposits as settlement of
accounts, booking investments, proceeds, debits and imposts on the shares (gatum) of
individual merchants, and carrying out real or book transfers in its stocks (suhuppum) and
central accounts (nikkasi sa it karim), periodically settled (Ebling and Meissner, 1993:371).

Consequently, karum arranged debt and credit relations of Assyrian traders, participate
in commercial activities on behalf of registered traders, prepared accounting documents for
each registered traders and used isurtum tablet as a book of account.
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2.2.2. Wabartum Stations

In Anatolia, Karum organization did not exist in each city where Assyrian traders
settled. Karum colonies were established in big cities however wabartum stations were
established in small cities. Wabartum station was moreover an organization which was
founded to solve all problems of traders. They solved disputes between the traders, acted as
guarantor for traders, collected traders’ credit and store their goods. Because of the limited
number of traders in wabartums, there was not an assembly consisted of “big” and “small”
men members. In every colony city, big or small there was an appointed official to protect the
rights of the traders. It can be said that these officials acted like karum in big colonies (Sahin,
2004:86). There were more than 40 karum and wabartum established by Assyrian traders in
Anatolia (Akbas et al., 2018: 96).

2.3. Commercial Partnerships

Assyrian traders combined their capitals and they set up companies to make trade
between Assur and Anatolia. There were various rules set up for the formation of the trade
partnership. These terms included investors’ participation in profit & loss, and investors’
participation in profit.

2.3.1. Types of Trade Partnerships

Trade partnerships were called as “beulatum”, “hubullum”, “quiptum”, “tadmiqgtum”,
“tapputum” and “narugqum”. These various trade partnerships are explained in the following
(Sahin, 2004:86-91):

2.3.1.1. Beulatum

Beulatum was a capital given to those employees or representatives who did not pay
interest however especially conducted in commercial activities on behalf of investors.
According to the documents, 2 seqel silver or 1 mana silver were given as beulatum. In a
Kiltepe text, 10 ¥ segel, refined silver, was given as beulatum. Some documents moreover
mentioned that the fabrics given as beulatum.

2.3.1.2. Hubullum

In Kiiltepe texts, hubullum was a term used in three different meanings. First, it referred
to debt interest rates when it was borrowed. Second, it referred to the debt that the interest rates
would have been charged if the debt was not paid in due time. Third, it referred to a debt which
was free of interest (Bilgic, 1947:429). Assyrian traders usually sold the goods, they shipped to
Anatolia, on the basis of monthly payment and they arranged a promissory note. According to
filed promissory notes, interest rates were charged when the debt was not paid in due time.
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2.3.1.3. Qiptum

Qiptum means “entrusted good”. Assyrian traders had representatives in Anatolia. They
sent goods by caravans to these representatives that they sell their goods in Anatolia. If the
traders did not have representatives in Anatolia they usually appointed a man to trade on behalf
of themselves. In Kiiltepe documents kt h/k 18; “Entrusted goods were shipped to Anatolia by
the caravan of Assur-malik”.

Qiptum was an expression to contain commercial debt for income and interests (Bilgic,
1947:434).

2.3.1.4. Tadmigtum

Tadmigtum was interpreted as interest-free debt. In AKT Il, 29, Su-Belum said to Usur-
si-Istar “I had given you 30 mana tin as interest-free (tadmigtum). Send me the value of tin”.

In old Assyrian documents, Tadmigtum was expressed as the goods to be sold by
entrusted men on their value or money given as capital. In Kiltepe documents, tadmiqgtum
expressed a kind of debt given to a person, in which investors stipulated to yield a profit,
however not participate in loss (Bilgi¢, 1947:432-441).

2.3.1.5. Tapputum (joint enterprise)

Tapputum agreements were usually arranged for a short period of time. According to
some documents, whenever investor (a partner) wanted to break the tappatum agreements, his
invested money was required to pay back. In some documents, to escape from the difficulties
of broken agreement return period was definitely determined.

In Kiltepe texts, on a tapputum agreement, there was a commercial partnership formed
by four people. And this tappatum bought amutum mine (it is not clear for historians) paying
by 20 mana silver. According to this agreement, partners were forbidden to work for
themselves. However, at the end of the document, it is pointed out that none of the partners
complied with this term (Bilgig, 1947:442). Moreover in a Kultepe text Kt. h/k 282; Uzua
named Assyrian trader declared that Ennam-Asur’s son Hanunu was his partner.

2.3.1.6. Naruggum

Wealthy Assyrian investors (ummeanum) conducted their business with Anatolia via
their trade agents in Anatolia. The traders who used their agents or they conducted their business
for themselves, they arranged all trade activities such endorsement, profit, debt and credit etc.
according to narugqum convention (Bilgi¢, 1947:588). Narugqum is called as the trading
capital invested by shareholders (Veenhof, 1987: 45). Its all records were done in Assyria
(Akbas et al.,2018:119)

It is stated that each Assyrian traded in Anatolia had a narugqum account in Assur. In a
Kiltepe text, there were some different versions of the narugqum act. For example, some
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merchants used other’s narugqum, when it was allowed by narugqum owner (Sahin, 2004: 89).
According to Larsen (1977:124) active traders were financed by this contract. This contract
regulated relations between investors in Assur and traders in Anatolia. However in some cases,
it is pointed out that narugqum agreements could be managed by both active traders and traders
who stayed in Assur.

This agreement could be run for a whole life time with periodic renewals. In addition to
that the shares in a narugqum agreement could be sold and inherited after the death of the
investor (Larsen, 1977: 125).

2.4. Relations Of Assyrian Traders With Both Native Rulers And Natives

Assyrian traders concluded sworn treatments with native rulers to have some privileges
in trade. When the goods shipped to Anatolia by caravans, it had to be cleared in the local
palaces; afterwards, the native rulers levied taxes and had the right of preemption before the
goods were sold on the market (Veenhof, 1984: 6).

2.4.1. Relation between Assyrian Traders and Native Rulers

As mentioned before, Assyrian traders concluded sworn agreements with native rulers.
When native ruler had been changed, Assyrian traders went and swore to remain loyal to some
matters in the presence of The King.

Formal institutions were demanding Assyrian traders to swear to be loyal in some
matters. Moreover probably the king was taking money from them by force only once. Rules
which Assyrian traders had to conform in trading were as follows (Bayram, 1993: 3; Sever,
1995a:6; Sever, 1992: 249);

e To pay tax to each Anatolian palaces according to the type and quantity of goods.
They especially paid nashatum tax (a kind of duty). It was taken 5% of fabrics, 3%
of tin and 2 mina for each load. There was no tax on goods of Assur temples,

e To accept the palaces’ right of preemption on some or all of quality fabrics brought
and give 10% discount on the value of goods,

e To accept the commercial monopoly of palaces on some special goods and not trade
these goods,

e To pay share on the iron and other metals especially valuable ones.

Native rulers provided assurance on some matters to Assyrian traders. These were as
follows (Bayram, 1993: 3; Sever, 1995a:6; Ebling and Meissner, 1993:371);

e To grant residence rights in karum and wabartum

e Toassure their protection and to protect their legal rights in their formal organization
called karum,

e To protect all rights of colonies which depend on Assur in political and judicial
matters in free zone,
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e Totake preventive measures to hinder robbery and to protect roads against brigandry
and robbery in region protected by The King.

Native rulers ensured the trader’s life and commodity security in response to taxes paid
by them (Sahin, 2004:80). In some texts, it is apparent that Anatolian rulers considered traders’s
free mobility (movement) important especially for their own benefit and they set a kind of
police station for this purpose. Moreover in some texts, there were expressions related with
payment made to armed escorts (radi.um), guides and guards (Bayram, 1993: 4; Sever, 1995a:
3). At the same time, Anatolian authorities supplied the service of rental wagons (Dercksen,
2000:150) and making storage facilities at a price. Therefore, they got additional income (fringe
benefit) (Bayram, 1993: 5). In addition to that, the Assyrian authorities had the right and power
to put murderers and thieves to death, and probably they had some kind of prison of their own
(Dercksen, 2000:150).

If traders did not conform to above rules, they were penalized and even were put in
prison (Bayram, 1993: 4). According to a Kiiltepe tablet kt.n/k-1318; “Native ruler wanted to
control some businesses done by traders, however traders were not given permission before to
be instructed by karum, native rulers (ruba 'um) confiscated, stored and sealed traders’ goods”
(Sever,1995a: 12). The regulations of Assyrian trade mentioned above demonstrate the
application of commercial law in that period. One of the ruler’s duties was to solve the
disagreements between natives and traders (Sahin, 2004:86).

2.4.2. Relations between Assyrian Traders and Natives

Assyrian traders conducted business actively in Anatolia; however natives in Anatolia
did not participate in these commercial activities extensively. Their participation was especially
related to daily needs rather than commercial goals (Bilgi¢, 1947:589). Some were customers
and suppliers of the Assyrians, some apparently local merchants (dealing in grain) and money-
lenders (Ebling and Meissner, 1993:370). By having the advantage of dominating trade,
Assyrian traders made natives economically depend on them.

Assyrian traders and natives had different calendar, time scale and weight measures
(Sever, 1995a: 4-6). For example, in old Assyrian texts, it is stated that interest was calculated
based on the time. First, it was calculated for a time period (from a week to a year) belonged to
Assyrians as ‘hamustum’, ‘sapattum’, ‘uharhum’, ‘limum’, ‘sattum’ or for a week or a year at
the beginning. At the same time, it was calculated for a period of time (according to a month or
a year) belong to Anatolians as ‘sa Ana’, ‘sa Nipas’, ‘sa Parka’, ‘sa Harihari’ or for harvest
(depending on agricultural time span) on a total number (Bilgig, 1951:342).

It was noticed that Assyrian traders charged interest, when they lend money to Assyrian
traders and natives. Interest rates were always high if there was a debt relation among natives
or between natives and Assyrians (when natives borrowed money from Assyrian traders)
(Bilgig, 1951:343). Annual interest rate applied to silver trade among Assyrian traders was 30%,
which was set by karum and it was valid among traders registered to karum (Sahin, 2004: 87).
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There was different interest rates applied, when Assyrians gave natives a loan; applied
annual interest rate ranged from 60% to 240%. Assyrian traders made disproportional profit by
this application (Sahin, 2004: 87). At the same time, in texts, it is pointed out that Assyrian
traders made a profit 100% by tin, 200% by some quality fabrics (Bayram, 1993: 1).

According to old Assyrian credit system, when debt was given, interest was calculated
and added on debt. If debtor could not pay in due time, interest calculated at the beginning was
added on debt and monthly interest was applied on total debt. Therefore, interest on interest
was charged (Sahin, 2004:81). In a tablet, there was expression of compound interest; “.... For
money, interest, interest on interest ....charged” (Sever, 1990:256).

In the colony period, firewood, barley, wheat, sheep and etc were given as interest.
According to a Kiiltepe tablet kt v/k 1884, “four sack wheat, four sack barley, 2 carriage load
of firewood were charged as interest and ¥z mina amount (sum of money) was going to be paid
in Anna festival”. According to Sahin (2004: 82), the application of interest was described as
the arrangements of law of contracts. Moreover, according to Sever (1990:253), these interest-
bearing lending procedures are assumed as the beginning of current banking procedures.

Native rulers let Assyrian traders to be free in commercial activities however they
charged taxes and some payments in different names.

2.5. Taxes

Kiiltepe texts consist of Assyrian trader’s archive. Taxes mentioned in documents were

comprised of taxes paid to native rulers, their private organization or their state (Sahin,
2004:86).

Assyrian rulers charged taxes on caravans based on the type of goods at different rates.
Assyrian traders moreover paid taxes to the office of tamkarum (chamber of commerce) which
was their private institution, and to Assur state when they arrived there (Sahin, 2004:86).

According to the TC I11/2 165 text, all native rulers decided by themselves on the rate
of tax to be charged on goods. Moreover taxes and payments in different names were charged
on goods which were bought and sold in Anatolia (Bayram, 1993: 4). These taxes are called as
“nishatum”, “sadduatum”, “tatum”, “gaggadatum”, “isratum”, “wasitum”, “eribtum” and
“metum hamset”.

2.5.1. Nishatum Tax

This tax was paid to native rulers, chamber of commerce (which was founded by an
Assyrian banker), karum and state in Assur. In other words, this tax was taken where the
caravan passed. It was levied 5% on textiles and wool, 2.5%-3% on tin and 4% (5/120) on silver
(Bayram, 1993: 8).
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2.5.2. Sadduatum Tax

This tax was paid to karum-office in Anatolia and in Assur. Sadduatum tax amounted to
1/60 e.g. in Kt b/k 495, Kt 88/k 73, Kt a/k 1056 Kt 88/k 419, Kt n/k 723, Kt a/k 1056, Kt n/k
723, Kt t/k 1 and Kt t/k 25

Assyrian traders paid this tax to karum office and they had some advantage and privilege
in commerce, e.g. storage, setting up interest rate and so on (Sahin, 2004:91; Bayram, 1993:9).
In most cases and in the text BIN 6, merchants who were charged a yearly contribution called
datum were free in paying sadduatum tax to karum Kanis (Veenhof, 1972: 280). For example,
on amutum metal sadduatum tax of 3 seqgel for 1 mina was levied e.g. in Kt 92/200 (Cegen,
1997: 225). Taxes were moreover levied on copper. When copper had obtained, a sadduatum
tax was paid, e.g. in ATHE 37 or kt c/k 263 (Dercksen, 1996: 170). There were moreover some
texts mentioned the payment of a sadduatum tax on a load of tin and /or textiles, shipped in
Anatolia e.g. CCT 4 (Veenhof, 1972: 281).

2.5.3. Tatum Tax

It was a kind of road tax charged by Anatolian native rulers on caravans shipped from
Assur. On caravan load tatum tax of a certain rate was levied. A part of income derived from
tax was used to cover police station expenditures or to secure the road. According to a Kiiltepe
tablet, kt 88/k 1025, tatum tax was paid everywhere the caravan passed (Bayram, 1993:10).

2.5.4. Qaggadatum Tax

It was a kind of “head tax” that was levied on number of people on loaded caravans
shipped from Assur to Anatolia. This tax was paid as 10 or 15 seqgel per person (Bayram,
1993:11).

2.5.5. Isratum Tax

Isratum tax was levied 10% on fabrics by native rulers (Bayram, 1993:11). Moreover in
the direction of Assur city assembly orders, according to the information given to other karum
by karum kanis, Assyrian traders who engaged in amutum trade had to pay as 1/10 to Assur city
state in the name of God Assur (Sahin, 2004:92). Isratum tax was levied 10% e.g. in Kt c/k 454,
Kt 81/k 134, Kt 83/k 136 and Kt 84/k 236. However this tax was not paid at a certain rate every
time, e.g. 9.5 fabrics for 125 fabrics in Kt c/k 452, 18.5 fabrics for 215 fabrics in Kt b/k 666
and 6 fabrics for 173 fabrics in Kt c/k 450 (Bayram, 1993:11).

2.5.6. Wasitum Tax

Wasitum tax was an export tax. It was a tax or a duty paid when caravan moved. It was
paid as 1/120 to Assur. However there were moreover some documents in which caravan paid
wagsitum tax when it left Kanis (Bayram, 1993:12).
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2.5.7. Eribtum Tax

Eribtum tax was paid to karum office (Bayram, 1993: 12). It was a kind of entrance tax
(Sahin, 2004: 92).

2.5.8. Metum Hamsat Tax

This tax was paid as 5% to karum office by Assyrian traders (Bayram, 1993: 12).

Some goods were free of taxes. Duty free goods were blessing money (ikribum) sent to
name of a person, sacrifice money (nigum), money sent to nuns as a present, few or unimportant
amount of goods and goods left to trader after robbery (Bayram, 1993: 5)

Sometimes traders did not want to pay tax and decided to use illegal procedures and
inappropriate roads in shipping goods to Anatolia.

2.6. Smuggling

Smuggling was done to bring goods to city without paying any tax (e.g. nishatum and
isratum taxes) or getting duty permission from native rulers or paying various taxes or payments
to each settlement (palace) on the route. For this purpose, caravan used shortcut roads and roads
in bad conditions (Bayram, 1993: 4). Moreover buying and selling of illegal or restricted goods
was another kind of smuggling (Bayram, 1993: 4). It was stated that trade of amutum, asi ‘um,
husarum and birtum were forbidden to Assyrian traders (Cegen, 1997:219).

A palace could arrest an Assyrian for smuggling, for indebtedness, however moreover
for political reasons (Dercksen, 2000:149). In Kiiltepe texts, it was pointed out that Assyrians
who committed a crime such as smuggling and similar crimes were sent to prison. For example,
an Assyrian named Bazia was sent to prison because of a commercial matter between The King
and him. On his letter, he explained that he had been at prison for 10 months, he was just about
to die and he wanted karum to rescue him (Sahin, 2004:83).

Native kings took preventive measures for smuggling. In a text, the expression of
‘massaratum danna’ meant that there were sentinels on the roads. Moreover in Kt n/k 32, it
was stated that traders swore in a sacred place named as hamrum for not smuggling (Bayram,
1987:285).

2.7. Lawcourt

Assyrian organizations of karum and wabartums in Anatolia resolved the conflicts
among Assyrian traders. If they did not solve the problem in karum and wabartums, the case
(court law) was sent to Kanis karum, and solution was found there. If these arguments could
not be solved in Kanis karum, it would send to Assur. In Assur, city assembly arrived to a
decision. This decision was written down and put under seal. Then it was sent to Anatolia
through a lawyer. In a document it was pointed out that a person applied to Assur City Assembly
to get his father’s blood-money. Then he sent a lawyer to Kanis to follow his matter in
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accordance with court order (Sahin, 2002: 81). However the arguments among natives and
Assyrian traders were solved by native rulers.

3. CONCLUSION

Information about commercial relations in colonial period is retrieved by excavations
made especially in Kultepe Kanis, Alisar and Bogazkoy and by the publications of excavated
tablets. It is understood that this commerce was done directly with Assur and indirectly with
other Mesopotamia city-states through Assur.

In the first quarter of B.C., private ownership system was begun to take place. Therefore,
the number of commercial institutions in Assur increased and wealthy investors (ummeanum)
founded big companies by uniting their capitals, and established commercial relations with
Anatolian native rulers by means of agents.

To conduct trade in security, they concluded sworn agreements with the rulers of
Anatolian city-states. For this purpose, they established trade settlements as karum colonies and
wabartum stations. All karum and wabartums were dependent on Kanis karum (the most
important and big one of them) which was moreover dependent on Assur City. Kanis karum
regulated trade activities to protect Assyrian traders. Karum office served as commercial court,
chamber of commerce, accounting office and municipality. Assyrian traders in Anatolia paid
taxes and duties to Karum colony. In response to this, Karum stored traders’ goods, and if it
was necessary, karum gave traders a loan and acted as a guarantor for traders, and moreover it
adjusted and checked the accuracy of scales and measurement. Moreover it set the interest rate
to be applied in commercial activities among Assyrian traders.

Tradesmen could make deposits in order to participate in communal commercial activities
of karum in karum-office. They paid substantial contributions in silver called datum, had some
privileges (for instance, not paying sadduatum tax) and became a kind of shareholder of karum.
Therefore their name was booked on the big tablet of karum-office named as isurtum. Isurtum
was used as a book of account. Tradesmen were expected to deposit full amount of datum fixed
for them. During the periodic settling of accounts, tradesmen who did not fulfill their obligation
had to make a balance payment to karum or to another registered tradesmen.

Assyrian traders established different partnerships (beulatum, narugqum etc) with
agents, representatives and partners etc. to commerce in Anatolia. For example, in narugqum
partnership, there were naruggum accounts of both the representatives and traders who
conducted business for themselves in these companies which acted as a kind of bank in
accordance with narugqgqum procedures. In many documents, it is stated that procedures of
endorsement and credit, and assignment of proceeds and debts were fulfilled in these
companies.

The caravan trade was essential for the economic life of the Assur state and it provided
an important stimulus for local craftsmen. There was a constant demand for donkeys which
were bought in Assur city. Local leather workers manufactured shoes and boots for the caravan
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personnel who largely traveling on foot, equipment for the donkeys, and bags for packing
(Dercksen, 2000:138).

Native rulers ensured the trader’s life and commodity security in response to taxes paid.
They assisted Assyrian merchants by setting a kind of police station, providing them armed
escorts guides and guards, making storage facilities and renting wagons.

Merchandise for export to Anatolia was purchased in Assur both by paying cash silver
or on credit from wholesale dealers and probably moreover from the city-office. In Anatolia the
most important feature was the sale of the imported merchandise; again, when possible, for
cash, however usually on credit, either directly to customers, such as the local palaces,
dignitaries and traders, or by consignment (g:ptum) to middlemen, especially traveling agents
called tamkarum. They both usually received credit, which resulted in debt claims (hubullum,
“debt”). Traveling agents to whom lots of merchandise was given (tadanum) or entrusted
(giapum) as consignment, had to sign promissory notes payable in silver after a fixed number
of months. The claims on them were protected primarily by default interest. This interest rate
was usually thirty percent per year among Assyrians (Veenhof, 2001:95).

Using their skills, their network of communications and commercial settlements, and
profiting from the considerable differences in the prices of tin, textiles and silver between
Babylonia, Assyria, Anatolia and Iran, the Assyrians were able to carry on a very profitable
trade for three generations between 1925 and 1850 B.C (Veenhof, 1984: 6). According to Sever
(1990: 251), Assyrian trade in Anatolia was the first known documented “International Trade”.

REFERENCES

Akbas, H. Emre, Alpaslan H. Ibrahim and Sensoy F. (2018), Record Keeping Between Anatolia and
Mesopotamia Regarding the First International Trade (2000 BC-1700 BC), In Aslan M. (Eds.)
History of Middle East Accounting (3000 BC-2000 AD) Vol I (pp 69-205), Ankara, T.C.
Sayistay Baskanlig1 Yayin Isleri Miidiirliigii

Bayram, Sebahattin (1987), Kiiltepe’den Kacakgilikla Ilgili Yeni Metinler, XXXIV. International
Assyriology Congress, 6-10/VII/istanbul, s.285-289

Bayram, Sebahattin (1993), Kiiltepe Tabletlerinde Gegen Vergiler ve Ozellikleri, A.U.D.T.C.F., S.369,
s.1-13

Bilgic, Emin (1947), Civi Yazili Kaynaklarda Gegen Baslica Borg ve Odiing Tabirleri, A.U.D.T.C.F.,C
5, S.4, 5.419-445

Bilgic, Emin (1947), Civi Yazili Hukuki-fktisadi Kaynaklar, Mahiyet ve Muhtevalar1, Belleten, C.11,
S.44,5.571-602

Bilgic, Emin (1951), Civi Yazili Iktisadi Metinlerde “Faiz” Meselesi, Belleten, C.15, S.59, 5.339-347

Cecen, Salih (1997), Kanis Karumu’nun Diger karum ve Wabartumlara KU.AN (amutum) ile ilgili
Onemli Talimatlar1, Belleten, C.LXI, S.231, 5.219-232

Muhasebe ve Finans Tarihi Arastirmalar: Dergisi
2021/Ocak (20);(91-114)



112 Hatunoglu

Dercksen, J.G. (1996), The old Assyrian Copper Trade In Anatolia, Nederland’s Historisch-
Archaeologisch Instituut Te Istanbul

Dercksen, J.G. (2000), Institutional and Private in the Old Assyrian Period, Interdependency of
Institutions and Private Entrepreneurs (Mos Studies 2), Proceedings of the Second Mos
Symposium (Leiden 1998), Edited by A.C.V.M BONGENAAR, Nederland’s Historisch-
Archaeologisch Instituut Te Istanbul, p. 135-152

Dercksen, J. Gerit (2004), Some Elements Of Old Anatolian Society In Kanis, Assyria And Beyond
Studies Presented To Mogens Trolle Larsen, Nederlands Instituut VVoor Het Nabije Oosten,
p.136-189

Dercksen, J. Gerit (2005), Metals According to Documents from Kiiltepe-Kanish Dating to the Old
Assyrian Colony Period, Anatolian Metal 111, Der Anschnitt, Beiheft p.17-34

Ebling, Eric and Bruno Meissner (1993), Reallexikon der Assyriologie, Walter de Gruyter

Giinbatti, Cahit (2004), Two Treaty Texts Found at Kultepe, Assyrian and beyond Studies Presented to
Mogens Trolle Larsen, Leiden, p.249-265

Larsen, M. Trolle (1977), Partnerships in the Old Assyrian Trade, Iraq 39, s.119-145
Lewy, Hildegard (1965), Anatolia in the Old Assyrian Period, Cambridge, V.1, ch.XX1V, VII-X,

Sahin, H. Ali (2002), Koloni Cagi’'nda (M.0.2000-1750) Anadolu’da Bulunan Asurlu Gérevliler,
Erciyes Universitesi Sosyal Bilimler Enstitlsi Dergisi, s. 12. s. 69 - 88

Sahin, H. Ali (2004), Anadolu’da Asur Ticaret Kolonileri Devri (M.O. 1975-1725), Kayseri ve Yoresi
Tarih Arastirmalart Merkezi Yayin No: 7

Sahin, H. Ali (2006), Anadolu’daki Eski Asur Koloni Mahkemeleri, Erciyes Universitesi Sosyal
Bilimler Enstitisl Dergisi, S.21. S.121-151

Sever, Hiiseyin (1990), Yeni Kiiltepe Tabletlerinde Gegcen “Kima awat narua’im” Tabiri ve
Degerlendirilmesi, AUD.T.CF.,cilt 34, S. 1-2, 5.251-265

Sever, Hiiseyin (1992), Kiiltepe Tabletlerinin Anadolu Tarihi ve Kiiltiir Tarihi Bakimmdan Onemi,
A.UD.T.CF. cilt 35, S. 2, 5.247-256

Sever, Hiiseyin (1995a), Yeni Belgelerin Isiginda Koloni Caginda (M.0.1970-1750) Yerli Halk ile
Asurlu Tiiccarlar Arasindaki Iliskiler, Belleten C.59, S.224, s.1-16

Sever, Hiiseyin (1995b), Anadolu’da Borsa ve Enflasyonun Ik Sekilleri, Archivum Anatolicum, S.1,
5.123-133

Sever, Hiiseyin (1997), Amutum Madeninin Ticaretinin Yapilmas1 Hususunda, Asur Sehir Meclisince
Verilmis Bir Ruhsatname, Archivum Anatolicum III, Ankara, s.291-299

Sever, Huseyin (1999), Asur Ticaret Kolonileri Cagi'nda (M.0.1970-1750) Anadolu Disina Cikist
Yasaklanan Bazi Madenler, XII. Tiirk tarih Kongresi’nden ayribasim, Tiirk Tarih Kurumu
Basimevi, s. 85-95

Veenhof, K.R. (1972), Aspects of Old Assyrian Trade and Its Terminology, Leiden

Veenhof, K.R. (1984), An Old Assyrian Business Letter in the Medelhavsmuseet, The Museum of
Mediterranean and Near Eastern Antiquities, Bulletion 19, p.3-9

Accounting and Financial History Research Journal
2021/January (20); (91-114)



113 Hatunoglu

Veenhof, K.R. (1987), “Dying Tablets’ and ‘Hungry Silver’: Elements of Figurative Language in
Akkadian Commercial Terminology”, Figurative Language in the Ancient Near East, Edited by
M. Midlin, Markham J. Geller and J.E. Wansbrough, p.41-76

Veenhof, K.R. (1995), “In Accordance With the Words of the Stele”: Evidence for Old Assyrian
Legislation, Chicago Kent Law Review, Vol. 70, No 4, p.1717-1744

Veenhof, K.R. (2001), The Old Assyrian Period, Culture and History of The Ancient Near East, Edited
by.B.Halpern, M.H.E.Weippert, TH.P.J.Van Den Hout and I. Winter, p.93-159

https://www.eisenbrauns.com/ECOM/ 2BB0GQDD6.HTM, 01.02.2008

http://links.jstor.org/sici?sici=00030279(199204%2F06)112%3A2%3C333%3AKIDAZS%3E
2.0.C0%3B2-4, 01.02.2008

Muhasebe ve Finans Tarihi Arastirmalar: Dergisi
2021/Ocak (20);(91-114)


https://www.eisenbrauns.com/ECOM/_2BB0GQDD6.HTM
http://links.jstor.org/sici?sici=00030279(199204%2F06)112%3A2%3C333%3AKIDAZS%3E2.0.CO%3B2-4
http://links.jstor.org/sici?sici=00030279(199204%2F06)112%3A2%3C333%3AKIDAZS%3E2.0.CO%3B2-4

114 Hatunoglu

Accounting and Financial History Research Journal
2021/January (20); (91-114)



http://dergipark.gov.tr/muftad
e-1SSN: 2651-3870

Muhasebe ve Finans Tarihi Accounting and Financial
Arastirmalart Dergisi History Research Journal
Say1: 20 — Ocak 2021 No: 20 — January 2021
ss. 115-131 pp. 115-131

TURKIYE’DE CUMHURIYET DONEMI iLE BIiRLIKTE SUT
ENDUSTRISININ KURULUSU VE GELIiSIMI UZERINE BIiR
INCELEME (1923-1963)

Mehmed Goékhan Polatoglu *

0z

Tirkiye’de temel besin maddelerinden siit ve mamullerinin iiretimi, Osmanli Devleti’nden
Cumbhuriyet’in ilk yillarina kadar aile isletmeciligi seklinde ve geleneksel yontemlerle yapilmaktaydi.
Sit ve mamullerinin modern yontem ve ileri teknik ile hijyenik kosullarda iiretilmesi icin iilkede
endiistriyel bir teskilatlanmaya gerek duyulmaktaydi. Bu kapsamda oncelikle Atatiirk Orman Ciftligi
biinyesinde 1927 yilinda bir pastorize siit fabrikas1 faaliyete gecti. Isletme, siit endiistrisinin iilke
genelinde yayilmasi ve gelisimi adina 6rnek bir isleve sahip oldu. Nitekim, iilkenin farkli yerlerinde
yeni fabrikalar agildi. Bunlar arasinda 1930’lu yillarda kurulan ve donemi itibariyle Tiirkiye’de siit
endiistrisinin ilk biiylik isletmeleri 6zelligini tasiyan Kars ve Bursa Siit Tozu Fabrikalar1 da yer
almaktaydi. Ancak sinirli sayida ve dar bir bolgeyi kapsayan bu yatirimlar, siit endiistrisinin geligimine
yeteri kadar katkida bulunamadi. Duragan bir donem yasayan sektor 1950°li yillarda agirlikli olarak
gerceklesen Ozel sektor yatirimlart ile kismi bir ivme kazansa da etkisi bolgesel oldu. Tiim bu nedenler
dikkate alinarak, planl bir teskilatlanma ile siit endiistrisinin tek merkezden koordine edilmesi ve iilke
genelinde yayginlagtirilmasit i¢in 1963’te Tiirkiye Siit Endistrisi Kurumu agildi. Bdylece iilkenin
stratejik yerlerinde fabrikalar kuruldu. Siit ve mamullerinin {iretim ve tiikketim miktar1 ile ekonomik
girdisinde artislar meydana geldi. Bu makale ile Tiirkiye’de siit endiistrisinin kurulma nedenleri, atilan
adimlar, faaliyete gecen yatirimlar ve elde edilen sonuglar ele alinarak degerlendirilmistir.
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AN ANALYSIS OF THE ESTABLISHMENT AND DEVELOPMENT OF DAIRY INDUSTRY
IN TURKISH REPUBLICAN PERIOD (1923-1963)

ABSTRACT

Dairy products which were among the basic nutrients in Turkey was carried out as family
businesses and in traditional ways in Ottoman State and the first years of Turkish Republic. The Republic
felt the need to establish an industry to produce milk and dairy products in a modern method, advanced
techniques and hygienic conditions. For this purpose, a pasteurized dairy plant was put into service in
1927 within Atatiirk Forest Farm. The enterprise had an exemplary function for the nationwide
dissemination and development of dairy plants. In time, new plants were established in various parts of
the country. Kars and Bursa Dried Milk Plants, established in 1930, were among them as the greatest
plants in dairy production in Turkey. However, these investments which were limited in number and
which covered a narrow piece of land could not contribute enough to the development of dairy industry.
Although the sector, experiencing a static period, gained a partial momentum through mainly private
sector enterprise in 1950s, its effect became regional. Taking all these reasons into consideration, Turkey
Dairy Industry Association was established in 1963 in order to coordinate dairy industry through a
planned organization and to disseminate it all over the country. In this way, factories were founded in
strategic places in the country. Increases were realized in the production and consumption amounts of
milk and dairy products as well as the increase in economic input. This study is intended to focus on the
reasons for establishing dairy industry, the steps made for this purpose, investments that were started up
and for evaluating the obtained results.

Keywords: Turkey, milk, dried milk, dairy industry, Turkey Dairy Industry Association

Jel Code: N20, 014, Q18

1. GIRIS

Siit endiistrisi, insan besini olarak kullanilacak siitiin yiiksek kalitede elde edilmesi, ayn1
kaliteyi kaybetmeyecek kosullarda muhafaza edilmesi, 6zel teknolojik yontem ve islemlerle
cesitli ve daha degerli besin maddelerine getirilerek hijyenik kosullarda pazarlanmasi
islemlerini kapsamaktadir (Atatiirk’tin Dogumunun 100. Yildoniimiinde Tirkiye’de Siit
Sanayii, 1981: 15).

Siit endiistrisi ile ham siit islenerek dayanikli mamuller iiretilmektedir. Imal edilen
tirtinleri arasinda; pastorize ve sterilize sut, peynir, tereyagi, yogurt, stit tozu ve dondurma yer
almaktadir. SUt sanayisine ait tesisler ise belirli bir Gretim kapasitesine sahip, teknik ve
teknolojik Ozellikleri ile fabrika niteligi tasiyan kuruluslar ile kapasite bakimindan kiigiik, belli
bir mamuli islemeye yonelik ve basit ekipmanlarla ¢alisan imalathanelerdir (Bes Yillik
Kalkinma Plam Siit ve Mamulleri Ozel Ihtisas Komisyonu Uretim Alt Komisyonu Raporu,
Devlet Planlama Teskilati, 1982: 1-12).

Siit endiistrisinin temelleri Avrupa’da XIX. yiizyilin ilk yarisinda siit mamullerine
talebin artmasina bagli olarak siit hayvani yetistiriciligi ve siit¢liliige agirlik verilmesi ile
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atilmistir. Bu dogrultuda 1838’de Ingiltere’de, 1840°da Finlandiya’da, 1886°da Isvigre’de,
1888’de Fransa’da ve Norveg’te siit¢iiliikk okullart agildi. Uluslararasi standartlarda ve iyi
kalitede siit {iriinleri imal etmek icin 1872°de Italya’da ve Isvicre’de, 1887°de Almanya’da,
1890°da Ingiltere’de ve 1892’de Cekoslovakya’da arastirma enstitiileri acildi. Imal edilen;
peynir, tereyagi, krema, siit tozu ve koyulastirilmis siit, uluslararasi piyasada satisa sunulmaya
basladi (Yaygin, 1974: 3).

Tiirkiye’de ise sltculik, Cumhuriyet Dénemi’ne kadar aile isletmeciligi ve mandiracilik
seklinde yapilmisti. Sanayi tarzi uygulama, siit iiretiminin fazla oldugu Mayis, Haziran ve
Temmuz aylarinda yayla mandiraciligi olarak ele alimmaktaydi (Kurt, 1988: 211). Ulkede
hayvancilik potansiyeli yiiksek olmasina karsin %95°1 diisik verimli yerli 1rklardan
olusmaktaydi. Bakim, besleme, islah, hastaliklarla miicadele ve iiretilen siitiin deger fiyatla
satilabilmesi gibi konulara kars1 gereken ¢6ziim bulunamadigi i¢in yillik verim diisiiktii. Sut,
daginik ve kiigiik birimlerde tiretici veya herhangi bir kurulus tarafindan planlama ve kontrol
yapilmaksizin {iretilmekteydi. Bu nedenle Uretim; dogal sartlara, meralara ve mevsimsel
dalgalanmalara bagl kalmaktayd: (Bes Yillik Kalkinma Plam Siit ve Mamulleri Ozel Ihtisas
Komisyonu Uretim Alt Komisyonu Raporu, Devlet Planlama Teskilati, 1982: 3). Ayni zamanda
tiretilen siitlin biiylik bir kismi1 kirsalda tiiketilmekte ve sehir halkinin ihtiyacini karsilayacak
miktarda st temin edilememekteydi (Turgay, 1938: 23).

Tiirkiye’de hayvanciligin ekonomik getirisinin arttirtlmas: bakimindan siit {iretiminin
arttirllmas1 gerekmekteydi. Ancak sehirlere temiz siiti devamli temin etmek sorun teskil
etmekteydi. Bu bakimdan teknik elemana sahip ve fenni sartlara haiz anonim sirketlere veya
pastdrize siit {iretecek fabrikalarin kurulmasi gerekmekteydi (Onen, 1944: 16).

Cumhuriyet Donemi’ne kadar siit endistrisi (zerine herhangi bir ciddi girisimde
bulunulmamistir. ilk tesislesme hareketi bizzat Reis-i Cumhur Mustafa Kemal Atatiirk’iin
talebiyle Gazi Orman Ciftligi’nde? gergeklestirilecektir. Kendileri heniiz Gazi Orman Ciftligi
kurulmadan 6nce Ciftligin insa edilecegi arazide bulunan bir agilin Philip Holzman firmasi
tarafindan yenilenip siit ve yogurt tiretimi i¢in kullanilmasi i¢in talimat vermistir (Sert, 2017:
235). Ciftlik biunyesinde 1927 yilinda bir pastorize siit fabrikasi agilacaktir (Kurt, 1988: 211-
212). Fabrika, donemi itibariyle Tiirkiye’nin en biiyiik ve en modern siit tesisi konumunda olup
glinde 15-20.000 litre siitii pastorize edebilecek ve ihtiyaca bagl olarak iiretimi arttirabilecek
bir tesisat ile donatilmist1 (Uzimeri, 1953: 61).

2 Gazi Orman Ciftligi 1950°de yayimlanan 5659 Sayili Kanun ile Atatiirk Orman Ciftligi adi ile faaliyetlerine
devam etmistir (T.C. Resmi Gazete, 1 Nisan 1950: 18234).
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Gazi Orman Ciftligi St Siseleme Tesisi Gazi Orman Ciftligi’nde Yogurt Uretimi
(Uzlmeri, 1953) (Tirkiye’de Siit Sanayi, 1981)

Siit iizerine tesislesme faaliyetlerinde bulunurken, ayni zamanda yasal diizenlemelerde
yapilmaktaydi. Bu maksatla siitiin i¢erik ve vasfinin belirlenmesi, liretim, muhafaza ve satisinin
sthhi sartlarda yapilmasi igin 1935’te bir talimatname yayimlandi (T.C. Resmi Gazete, S. 3066,
29 Temmuz 1935: 5525). 30 Eyliil 1938 tarihli tamim ile siitiin pastdrizasyon ve satig sartlar
diizenlenmistir (T.C. Resmi Gazete, S. 4025, 30 Eyliil 1938: 10675) 18 Temmuz 1941 tarihli
talimatname ile ise insan sagligin1 olumsuz yonde etkileyecek tadi, kokusu ve rengi degismis
siit ve mamullerinin satis1 yasaklanarak hayvanlardan insanlara bulagan hastaliklar 6nlenecekti.
Siitlere herhangi bir kimyasalin, buz veya kar gibi maddelerin konulmasi yasaklanacakti. Sutlin
naklini ve muhafazasini saglayan kutularin lizerine tanitici bir etiketin yapistiritlmast mecburi
tutulacakti (T.C. Resmi Gazete, S. 4863, 18 Temmuz 1941: 1369) Tiim bu yasal diizenlemeler
ile modern imkan ve kosullarda siit ve mamullerinin belirli bir standardizasyon ile imali
amaclanmistir. Boylece sosyal devlet anlayisi ile halk sagligimi tehdit eden iiretim kosul ve
tedarikinin Oniine gegilmek istenmistir.

Ikinci Diinya Savas:® siirecinde siit iiretimi ve miktar1 olduk¢a azalmistir. Bununla
birlikte nifus miktar1 artmis, sanayilesme hareketlerine bagli olarak koylerdeki tiretici niifus
kitlesi kentlere go¢ ederek tiiketici durumuna gelmis, sanayilesme sonucu kimyevi maddelerin
etkilerine maruz kalan calisanlara toplu is sozlesmeleriyle stt verme zorunlulugu getirilmis,
okul beslenme programlari ile siit igmeye kismen alismis geng kusak ortaya ¢ikmis ve dnemli
bir gida maddesi olmasi1 nedeniyle diyet programlarinda yerini almistir. Tlim bu etmenler i¢me
siitiiniin 6nemini daha da arttirmustir (Bes Y1llik Kalkinma Plani Siit ve Mamulleri Ozel Thtisas
Komisyonu Uretim Alt Komisyonu Raporu, Devlet Planlama Teskilati, 1982: 12).

Hiikiimet tarafindan Ikinci Diinya Savas1 yillarinda siit endiistrisine olan yatirima devam
edildi. Bu dogrultuda 28 Mayis 1945°te Devlet Ziraat Isletme Kurumu Kars Siit Fabrikas1 ac1ld1
(Kars Yaylasi, 1946: 5). Tiirkiye’de modern anlamda ilk siit fabrikast UNICEF biitcesi ile

3 Tkinci Diinya Savast 1 Eyliil 1939°da Almanya’nin Polonya’ya saldirmast ile baslamis ve 1945°te sona ermistir
(Sander, 1989: 90).
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Atatirk Orman Ciftligi’nde 27 Eylil 1957°de faaliyete gegti (Atatiirk’iin Dogumunun 100.
Yildoniimiinde Tiirkiye’de Siit Sanayii, 1981: 17). Fabrikada; pastorize siit, dondurma, tereyagi
ve sut tozu tesisleri yer almaktaydi (Kurt, 1988: 212). Ankara’da 1960’11 yillara dogru birkag
stit mamulii ve tozu fabrikasi kuruldu. 1963°te Tiirkiye Siit Endiistrisi Kurumu’nun agilmasiyla

stit ve st mamulleri endiistrisinde hizli bir sanayilesme siirecine girilecekti (TUrkiye 1923-
1973 Ansiklopedisi, 1974: 1278).

2. TURKIYE’DE SUT ENDUSTRIiSININ KURULUS SURECIT (1923-1945)

Cumhuriyet Donemi ile birlikte ekonomi alaninda ele alinan sektorler arasinda siit ve
mamulleri sanayisi de bulunmaktaydi. Siit endiistrisi lizerine 1929’da hazirlanan “TBMM
Teskilat-1 Esasiye Enciimeni Iktisadi Vaziyet” adli rapordaki degerlendirmelere gore Tiirkiye’de
siit tretimi ihtiyaci karsilamaktaydi. Ancak siite farklt maddelerin karistirilarak 6zelliginin
kaybolmasi, siitlin islenecegi yeterli imalathanenin, muhafaza edilecegi ve naklinin yapilacagi
lojistik imkanlarin bulunmamas: siitten yeteri kadar yararlanilamamasina, siit hayvanciligina
ragbetin azalmasina ve siit liriinlerinin ithaline neden olmaktaydi (Segkin, 1981: 170-171).

Tiirkiye’de siit endiistrisinin gelistirilmesi i¢in devlet ileri gelenleri tarafindan da farkli
goriis ve yontemler one siiriilmiistiir. Bunlar arasinda Kazim Karabekir Pasa’nin “stthane”
projesi de bulunmaktaydi. Buna gore; halkin sagligi ve refahi i¢in kiymetli bir gida olan siitlin
tiretiminin artirilmasi, siitiin hijyenik kosullarda iiretilmesi, taze olarak muhafazasi ve farkl
mamullerin elde edilmesi i¢in siithanelerin kurulmasi gerekmekteydi (Karabekir, 2001: 114).

Mustafa Kemal Atatlirk’e gore ise ekonominin temelini tarim olusturmaktaydi ve
ziraatta kalkinma 6nemle {izerinde durduklar1 konular arasinda yer almaktaydi (TBMM Zabit
Ceridesi, 1-XI1-1937: 4). Tarimsal kalkinma ile ekonomik bagimsizlik arasinda gii¢lii bir bag
olduguna inanan Atatiirk, Ankara’da bataklik ve sazlik bir arazide 1925’te Gazi Orman
Ciftligi’nin kurulmasina onciiliikk ederek ornek bir ziral faaliyet alani olugturmustur (S6zen &
Arli, 1981: 67-68). Kendileri, lilke kaynaklarinin dogru ve verimli bir sekilde kullanilarak diga
bagimliligin en aza indirilmesini ilke edinmistir. Ziral sahada da 6rnek isletmelerin kurularak
fenni usul ve yontemlerle iiretim yapilmasini ve bunun lilke genelinde tatbik edilmesini
istemistir. Gazi Orman Ciftligi bunun en bariz 6rnegi olacaktir.

Gazi Orman Ciftligi’nde tiretim fiilen 5 May1s 1925°te bagladi (Ataturk Ciftlikleri, 1939:
27-74). Toplam sekiz fabrika ile faaliyete gecen Ciftlik’te bir siit fabrikas1 da bulunmaktaydi
(Turan, 2004: 536). Burada; siit, peynir, tereyagi ve yogurt Uretilmekteydi (Ataturk Ciftlikleri,
1939: 27-74).
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ATATURK
DRMAN CIFTLIGINI

Atatiirk Orman Ciftligi’nde imal edilen siit ve mamullerini gsteren brosiirlerden birer kesit (Uziimeri, 1953)

Siit¢iiliigiin  bilimsel ¢ercevede ele alimip modern yontemlerle islenerek tiiketime
sunulmas1 amaciyla 1933’te Yiiksek Ziraat Enstitiisii Siit Isletmesi acildi. Ayrica ziraat
okullarinda stithaneler ve seker fabrikalari ¢iftliklerinde siit isletmeleri kuruldu (Azgiin, 1974:
8).

Sut endustrisinin hammaddesi olan sitin tretim miktarina dair istatistik veriler
1929°dan itibaren tutulmaya baslamistir.

Tablo 1’de de goriildiigii tizere toplam tiretimde 1929-1932 doneminde artis yasanirken
1932-1935 siirecinde diisiis gozlenmektedir. Siit endistrisindeki atilimlar, tarim ve
hayvanciliktaki gelismelerle birlikte 1936-1938 yillar1 arasinda iiretimde yeniden bir artig
yagsanmigtir.
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Tablo 1. Tirkiye’de 1929-1938 yillar1 arasinda siit iiretim miktar1 (ton)

Yillar Inek Siitii Manda Suti ~ Koyun Stitl~ Kegi Sutt Toplam

1929 705.699 257.531 367.422 512.403 1.843.055
1930 709.885 263.445 378.364 504.632 1.856.326
1931 728.081 256.682 430.968 536.753 1.952.848
1932 783.410 292.442 442.010 471.710 1.990.072
1933 768.595 284.454 400.581 423.194 1.877.324
1934 774.088 227.831 397.247 414.690 1.863.856
1935 797.002 280.595 461.817 438.637 1.978.051
1936 913.784 316.495 555.281 537.964 2.353.478
1937 984.999 335.578 617.027 585.710 2.523.413
1938 1.220.029 351.469 677.853 594.117 2.843.468

Kaynak: Yoney, 1974: 6.

Siitiin islenerek dayanikli mamul elde edilmesinde, siit tozu* énemli bir yer teskil
etmekteydi. Tarihsel gecmisi XIII. yy’a kadar uzanmaktaydi. Sanayilesmeye bagli olarak
Fransa’da 1810 yilinda basit bir sicak hava yontemiyle siit tozu elde edilmistir. 1855°te
Ingiltere’de ve 1883’te ABD’de ticari maksatla imalat1 yapilmistir (Adam, 1961: 5). Tiirkiye’ye
ise siit tozu ilk olarak dis yardimlar neticesinde gelmistir. Bunlar arasinda; UNICEF, AET,
CARE ve WFP gibi kuruluslar bulunmaktaydi. Siit tozu; Milli Egitim, Saglik, Sosyal Yardim,
Koy Isleri, Sanayi ve Teknoloji, Imar ve Iskdn Bakanliklar1 tarafindan iilke geneline
dagitilmistir (Saldamli, 1979: 42).

Siit tozunun yurt i¢inde imali i¢in 1930’Iu yillarin ilk yarisindan itibaren fizibilite
calismalarina baslandi. Fabrikanin kurulacagi yer belirlenirken; temiz, bol ve ucuz sutln elde
edilebilmesi, bilgili ve tecriibeli ustalarin bulunmasi, yeterli sermayeye sahip olunmasi, tesisi
isletecek enerji kaynaklarmin kolaylikla temin edilebilmesi ve tiiketim pazarina yakinlik goz
oniinde bulundurulmaktadir (Adam, 1961: 6-7). Bu baglamda Tirkiye’de siit tozu
fabrikalarinin  kurulacagi yer olarak Bursa’nin ve Kars’in se¢ilmesinde; hammaddenin
kolaylikla temin edilebilmesi, buralarin tarihsel olarak siit mamullerinin iiretim merkezleri
arasinda bulunmasi ve siit imalatinda bilgi birikiminin yiiksek seviyede olmasi, fabrikay1
isletecek enerjinin temin edilecegi su kaynaklarinin varligi, Bursa’nin bati ve Kars’in dogu
pazarina yakinhgi dikkate alinmastir.

Siit sanayisinde siit tozunun {retimin gerceklestirilmesi amaciyla Kars’a bagh
Cilavuz’un Susuz Koyii’nde tesis edilecek siit tozu ve konserve fabrikasinin kurulmasi ve
isletilmesi i¢in Alman Uzman Adolf Wusowski’nin bu bdlgeye girmesi Iktisat Vekaleti’nin 26
Agustos 1933 tarih ve 9815 Sayili Tezkeresine binaen Icra Vekilleri Heyeti tarafindan 4 Eylil

4 Siit tozu, siite nazaran dayanikli bir gida maddesi olarak bir¢ok iiriiniin igeriginde katki maddesi olarak
kullanilabilmektedir (Adam, 1961: 29). Genelde; reconstitute, recombine, tond ve filed olarak dorde ayrilmaktadir.
Bunlardan reconstitute yagsiz ve yagli siit tozu ile suyun, recombine yagsiz siit tozu, tereyagi ve suyun, tond manda
siitili, yagsiz siittozu ve suyun, filled yagsiz siittozu, bitkisel yag ve suyun karigimindan olusmaktadir (Saldamli,
1979: 42).
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1933°te kabul edilmistir (T.C. Cumhurbaskanligi Devlet Arsivleri Bagbakanlik Cumhuriyet
Arsivi, Fon Kodu: 030.18.01.02. Yer Kodu: 39.61.14.)

Tiirkiye’de ilk siit tozu fabrikas1 1932’de Kars’ta faaliyete gecmistir (Saldamli, 1979:
41). Fabrika, vals ve pllverize tesisati ile iki tiirlii ¢alisarak yilda 1.000.000 kg siit isleyerek
90.000 ton siit tozu iiretim kapasitesine sahipti (Kars Yaylasi, 1946: 5). Ayrica gravyer, ¢okelek,
tulum, kasar ve beyaz peynir ile tereyagi, krema, kazein ve laktoz da imal edilmekteydi
(Kirzioglu, 1953: 14)

Kars Siit Tozu Fabrikasi Bursa Siit Tozu Fabrikasi
(Kars Yaylasi, 1946) (Cumhuriyet Gazetesi, 16 Temmuz 1934)

Bursa Siit Tozu ve Buz Fabrikasi ise Iktisat Vekili Celal Bayar tarafindan 16 Temmuz
1934’te isletmeye acildi (TUrk Sanayi ve Ticaret Gazetesi, 19 Temmuz 1934: 2). Fabrika,
“Bursa Stit Tozu ve Buz Fabrikast Kolektif Sirketi” adi ile Sakir, Abdurrahman ve Selim Siiter
kardesler ile enisteleri Faik Barisic1 tarafindan kuruldu. Fabrika Miidirii Selim Siiter idi.
Kendisi stt endstrisini Tiirkiye’de kurma ¢alismalar1 kapsaminda; Almanya, Fransa, Italya,
Isvigre, Macaristan ve Cekoslovakya’daki siit fabrikalarinda incelemelerde bulunmustu
(Iktisad? Yiiriiyiis Mecmuas1, 1 Nisan 1944: 20-64).

Fabrikada 8 saatte 40.000 kg siit islenebilmekteydi. Pastorize yag, siit tozu, soguk tutkal,
Avrupa tipi peynir ve buz imal edilmekteydi. Baslica hammaddesi olan siit; Karacabey,
Kemalpasa, Bandirma, inegdl ve Yenisehir’den temin edilmekteydi. Buralardan toplanan siit,
fabrikanin kendi vasitalariyla tesise getirilmekteydi. Sutler, numune laboratuvarlarinda tahlil
edildikten sonra teslim alinmaktaydi. Kantarlarla tartildiktan sonra buharla yikanmakta ve
sterilize edilerek depolanmaktaydi. Ardindan 06zel pamuklardan gegirilerek yabanci
maddelerden ve mikroplardan armdiriimakta, son asamada ise pastorize edilmekteydi. Islenir
hale gelen hammaddeden; kalite ve tat bakimindan Hollanda peynirleriyle es degerde
degerlendirilen Avrupa tarzi peynirler, “Bursa yagi” adi ile satilan paket tereyagi, 360 gramlik
kutular ile piyasaya siiriilen sekerli siit, ambalajli siit tozu, siit yaginin alinmasi sonrasi ortaya
cikan kazeinin kimyasal islemlerden gecirilmesi ile elde edilen ve vapur, vagon, ucak ve diger
tagitlarin dograma islerinde kullanilan mukavemeti yiiksek beyaz ve soguk tutkal, Bursa’nin
ithtiyacini karsilayacak miktarda buz imal edilmekteydi. Fabrikanin yaklasik 100.000 teneke
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beyaz peynir ve 1.000.000 kg kasar peyniri alacak soguk hava depolari, biiyiikliik bakimindan
Bursa, Balikesir, Eskisehir ve diger ¢evre illerinde imal edilen peynirleri muhafaza edebilecek
kapasiteydi (Iktisadi Yiiriiyiis Mecmuasi, 1 Nisan 1944: 20-64).

Tirkiye, Kars ve Bursa’da tesis edilen siit tozu fabrikalar1 ile bu mamulii ihrag
edebilecek seviyeye ulasacaktir. Bu maksatla siit ve yumurta tozu ile sekerli ve sekersiz olarak
siniflandirismis mamullerin ihrag edilecek iirtinler arasina girmesi Maliye Vekaleti’nin 26 Ocak
1937 tarih ve 54244/1282 Sayili Tezkeresi ile yapilan teklif iizerine icra Vekilleri Heyeti
tarafindan 1 Subat 1937°de onaylanmistir (T.C. Cumhurbaskanligit Devlet Arsivleri
Bagbakanlik Cumhuriyet Arsivi, Fon Kodu: 030.18.01.02. Yer Kodu: 71.9.1.) Sut endstrisinde
1927-1937 doneminde gerceklestirilen yatirimlarla iilkenin ihracat¢r konuma gelmesi dogru
planlama ve uygulamanin bir sonucu idi.

Tiim bu olumlu gelismelere karsin tilkede siitciiliik faaliyetleri genel itibariyle 1950’1ere
kadar tiiketim icin Uretim sistemine dayanan aile ici tretim seklinde devam etmistir. Sektoriin
gelismesini, siit ve mamul tiikketiminin artirilmasini gergeklestirecek devamli bir organizasyon
kurulamamustir (Gelegen, 2017: 55). Siit endiistrisi, Ikinci Diinya Savasi’nin etkisiyle de
duragan bir doneme girmistir. 1945°te ise neredeyse 1929°daki seviyeye kadar gerilemistir
(Yoney, 1974: 5).

Tablo 2. Tirkiye’de 1939-1945 yillar1 arasinda siit tiretim miktari (ton)

Yillar Inek Siitii Manda Siiti ~ Koyun St Keci Sitii Toplam

1939 1.250.026 368.204 725.628 599.401 2.943.259
1940 1.250.026 380.537 713.090 615.143 2.869.727
1941 1.160.502 377.377 713.833 627.667 2.900.470
1942 1.181.593 352.810 656.261 608.660 2.774.312
1943 1.126.581 333.251 608.253 580.528 2.584.845
1944 1.062.813 336.710 647.087 625.796 2.856.228
1945 1.246.635 234.660 400.575 375.707 1.846.200

Kaynak: Yoney, 1974: 6.

Tablo 2’den de anlasilacag iizere en fazla siit inek ve koyundan elde edilmekte olup
toplam {iiretimde en yiiksek miktar savasin ilk yilinda gerceklesmistir. ilerleyen siiregte inisli
¢ikish bir seyir takip eden tliretim miktarinda son donemde en diisiik seviye goriilmiistiir.

3. TURKIYE’DE SUT ENDUSTRIiSININ GELIiSIM DONEMI (1950-1963)

Tiirkiye’de siit endiistrisi 1950°li yillardan itibaren gelisme goéstermeye basladi. Bu
donemde bilhassa 6zel sektor yatirimlarin agirlikta oldugu gortilmektedir. Bu kapsamda 1950-
1953 yillar1 arasinda Miitesebbis Recep Vardarli tarafindan Istanbul/Kiiciikgamlica’da
TIKVESLI Ciftligi adiyla siseli pastorize siit fabrikasi, Giimiilcine’li Tiitiin Tiiccar1 Mehmet
Sabit Tutnar’in girisimleriyle Istanbul’da 1953’te Besiktas Siit Fabrikasi, Sevket Siireyya
Aydemir ve Enver Iren’in ortakligi ile Ankara’da 1954 yilinda Kayas Pastérize Siit Fabrikasi
faaliyete gecmistir (Atatiirk’iin Dogumunun 100. Yildoniimiinde Tiirkiye’de Siit Sanayii, 1981:
17).
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Istanbul’da 1956 yilinda Santral Siit ve Gida Maddeleri Sanayii T.A.S. (T.C.
Cumhurbagkanligi Devlet Arsivleri Bagbakanlik Cumhuriyet Arsivi, Fon Kodu: 030.18.01.02.
Yer Kodu: 142.26.8.) Merkezi Istanbul’da olmak iizere 1956°da Siit Hayvanlar1 ve Siit Sanayii
A.S. (T.C. Cumhurbaskanligi Devlet Arsivleri Bagbakanlik Cumhuriyet Arsivi, Fon Kodu:
030.18.01.02. Yer Kodu: 143.38.12.) ve izmir’de 1956 yilinda Hayvancilik, Siitciiliik, Cocuk
Mamalar1 Endiistrisi A.S. kuruldu (T.C. Cumhurbagkanligi Devlet Arsivleri Basbakanlik
Cumbhuriyet Arsivi, Fon Kodu: 030.18.01.02. Yer Kodu: 143.52.14.)

Ayrica UNICEF’in destekleriyle 1957°de Atatiirk Orman Ciftligi’nde bir siit fabrikasi
tesis edildi. Ancak bu tiirlii isletmeler ve sirketler bolgesel ¢apta bir etkide bulundu ve Tiirkiye
Siit Endiistrisi Kurumu teskil edilinceye kadar endiistriyel bir teskilatlanma olusturulamadi
(Azgin, 1974: 8).

Tiirkiye’de siit¢iiliigiin ve siit endiistrisinin gelistirilmesi i¢in atilan ilk adim 16 Ekim
1959°da Tarim Bakanligi biinyesinde Siitciiliik ve Siit Sanayii Subesi Miidiirliigii’niin
kurulmasi ile atild1. Boylece iilke genelinde agilacak yirmi ii¢ subede yillik planlar ¢cergevesinde
caligmalar yiiriitiildii (Atatiirk’tin Dogumunun 100. Yildoniimiinde Tiirkiye’de Siit Sanayii,
1981: 18).

Ayrica 6zel sektor yatirimlarmin {ilkede siit endiistrisinin gelisimini tam olarak
saglayamamasi nedeniyle kamu destekli, merkezi bir kurumsal yapimin olusturularak iilke
genelinde planli bir yapilanmanin olusturulmasi1 amaglandi. Bu maksatla Tiirkiye Siit Endiistrisi
Kurumu’nun kurulug ¢alismalarina baglanacaktir.

Tiirkiye’de 1963 yili dikkate alindiginda yetmis milyon bas hayvana karsin yillik siit
uretimi ortalama 4-5.000.000 ton idi. Verim diisiikligiiniin yani sira elde edilen siitten yeterince
yararlanilamamaktaydi. Ekonomik degerinin altinda pazarlanmakta ve sithhi olmayan sartlarda
tilketilmekteydi. Ciftgiden alinan siitler bilingsiz tireticiler tarafindan uluslararasi normlarin
disinda islenmekteydi. Bu durum kalite diisiikliigline ve ekonomik kayba neden olmaktaydi.
Bunun 6niine ge¢gmek i¢in devletin dnderliginde bir siit endiistrisinin kurulmasi i¢in ¢alisma
baslatildi. Birinci Bes Yillik Kalkinma Plani’nin® siit mamulleri sanayi kisminda bu konu ele
alindi. Aliacak tedbirler ile iilkenin c¢esitli yerlerinde iiretilen siitii toplayacak ve bunu
isleyecek tesislerin kurulmasini, siit liretenlerin iiretim ve satis kooperatifleri seklinde
birlestirilmesi, fabrikalardan uzak bolgelerde bu kooperatiflere siit mamullerinin imali icin
imkan saglanmasi, devlet tarafindan agilan kurum, tesis ve imalathaneler ile 6zel tesebbiis ve
ozellikle de kooperatifcilik tesvik edilerek buralarin zamanla 6zel tesebbiise devredilmesi
amaglanmistir (Millet Meclisi Tutanak Dergisi, 16/2, 1963: 163-164).

Tiirkiye’nin ziral gelirinin %20’sinden fazlasini teskil eden siit ve mamulleri, devletin
himaye ve dnderliginden mahrum kalmist1. Ulke niifusu her y1l %3 artis kaydetmesine karsin
Uretiminde artirillmasi gerekmekteydi. Bu maksatla siit endiistrisinin kurulmasina iliskin
yasanin kanunlasmasi durumunda tiim bu gereksinimler karsilanmis olacakti (Millet Meclisi
Tutanak Dergisi, 16/2, 1963: 164-165).

% Birinci Bes Yillik Kalkinma Plani (1963-1967) milli tasarrufu artirmak, yatirimlari toplum yararina gerektirdigi
onceliklerle yoneltmek ve iktisadi, sosyal ve kiltirel kalkinmay1 gergeklestirmek tizere hazirlanmigtir (Kalkinma
Plani: Birinci Bes Y1l 1963-1967: 1).
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30 Nisan 1963°te kabul edilen 227 Sayili Kanun ile sermayenin tamami devletge
karsilanmak suretiyle 75.000.000 lira sermayeli bir Kamu iktisadi Tesekkiilii olan Tiirkiye SGt
Endiistrisi Kurumu teskil edilmistir. Kurumun baslica gorevleri arasinda; iireticiden elde edilen
sttii islemek ve degerlendirmek, 6zel sektdre onciiliik ederek yatirima yonlendirmek, Ulkenin
stratejik yerlerinde isletmeler kurarak st endlstrisinin gelismesini saglamak ve
kooperatiflesmeye Onciiliik ederek tarim kooperatifleri ile ortak tesisler agmak yer almaktaydi
(T.C. Resmi Gazete, 9 Mayis 1963: 1-2).

Tiirkiye Siit Endiistrisi Kurumu’nun ag¢ilmasmin ardindan iilkede siit ve mamulleri
sanayisi hizlt bir ivme kazanmistir. Kurum biinyesinde; 28 Nisan 1968’de 19.500.000 TL
sermaye ile Adana Siit ve Mamulleri Miiessesesi, 29 Nisan 1968’de 21.000.000 TL sermaye ile
Izmir Stit ve Mamulleri Milessesesi, 14 Ekim 1968°de 36.000.000 TL sermaye ile istanbul Siit
ve Mamulleri Muessesesi ve 15 Aralik 1968’de 30.500.000 TL sermaye ile Kars Sit ve
Mamulleri Muessesesi isletmeye agildi (Tirk Ansiklopedisi, XXX, 1981: 167). 1971°¢
gelindiginde ise fabrika sayis1 otuza kadar yiikseldi. Ozel tesebbiis yatirimlarmin da tesvik
edildigi bu siirecte iki bine yakin mandira agildi (Turkiye 1923-1973 Ansiklopedisi, 1974:
1278).
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Turkiye Sut Endustrisi Kurumu fabrikalarinda tiretilen mamullerden bir kismi

TSEK’nin siit endiistrisini iilke geneline yayma hedefleri sonucu; 1973’te Kastamonu
ve Edirne’de, 1974’te Burdur, Cankir1 ve Mus’ta, 1976’da Trabzon, Agri, Diyarbakir, Van,
Erzincan, Urfa/Siverek, Sivas, Nigde/Aksaray ve Afyon’da, 1977°de Eskisehir, Erzurum,
Mugla/Yatagan, Corum, Kirsehir, Kahramanmaras, Bitlis/Adilcevaz, Hakkari/Yiiksekova,
Elaz1g ve Gilimiishane/Bayburt’ta, 1978’de Adiyaman ve Giresun’da, 1979°da Tunceli’de,
1981°de Amasya, Canakkale/Can ve Sinop’ta, 1982°de Zonguldak/Devrek’te fabrikalar
isletmeye ac¢ilmistir. Kurum’un istirakleri arasinda ise; Konya ve Civar1 Siit Sanayii A.S.,
Turhal Siit Sanayii A.S., Bingdl Yem-Sit ve Besicilik A.S., ANKO Siit Sanayii, Kibris Tiirk
Sanayii Isletmeleri Holding LTD. STI. ve Dogansehir Siit ve Mamulleri A.S. yer almaktayd:
(Atatiirk’tin Dogumunun 100. Y1ldoniimiinde Tirkiye’de Siit Sanayii, 1981: 69-74).
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Tablo 3. Tiirkiye Siit Endiistrisi Kurumu’nun 1969-1980 ddneminde gergeklestirdigi siit ve
mamul iiretim miktarlari (ton)

Yil Pastorize St Yogurt Tereyagi Peynir Sit Tozu
1969 5.652,8 2.357,8 94.4 341.7 -
1970 7.516,4 5.212,2 209.4 209.4 215
1971 9.794,2 6.926 154.1 93 201.6
1972 12.1345 7.620 214.8 4.6 252.2
1973 12.243,5 5.721,9 120.2 1.3 108.7
1974 12.121.6 5.201,5 170.6 42.4 132.4
1975 11.758,3 5.674,2 336.9 74.8 357.8
1976 12.038,8 6.607,4 531.8 1.417,3 706.5
1977 11.602,9 7.050 564.7 3.767,2 716.6
1978 12.625,5 7.378,2 446.4 3.991,8 387.5
1979 17.149,1 8.610,9 480.5 3.985,9 254.1
1980 16.342,5 8.479,3 524.5 4.659,4 244.9

Kaynak: Atatiirk’iin Dogumunun 100. Y1ildéniimiinde Tirkiye’de Siit Sanayii, 1981: 73.

Tiirkiye’de siit¢iiliigiin gelistirilmesi kapsaminda ikinci Bes Yillik Kalkinma Plam
(1968-1972) ile entegre siit ve yem projelerinin iilke genelinde yayginlagtirilmasi amaglandi.
Boylece verimli siit hayvanciliginin tesviki saglandi. Siit zincirinde; imalat, alim, depolama,
nakliye ve pazarlama asamalar1 organize edildi. T.C. Ziraat Bankas1 ve Diinya Bankasi’nin
katkilariyla Entansif Stit Hayvanciligi Projesi hazirlandi. Bununla yiiksek verimli siit sigirt
damizliklarinin ¢iftgilerin kurduklar isletmelere dagitilmasi planlandi. 1972-1976 yillar
arasinda elli yedi ilde 10.609 damizlik biiyiikbas hayvan dagitimi ile yerli irklarin 1slahina
baslandi. Siit tiretimi 1940°da 2.809.000 ton iken 1980’e gelindiginde 6.685.000 tona ulagmistir
(Dura, 1987: 81-83). Tiirkiye’de 1979 yili itibariyle tarim ve hayvancilik sektoriinde siit tiretimi
260.400.000.000 lira ile %12.9’luk ve GSMH’de %2.3’liik bir paya sahip olacaktir (Tantilkd,
1984: 163).

4. SONUC

Avrupa’da siitiin modern yoOntemlerle islenmesi ve farkli mamullerin {iretilmesi
amaciyla gerceklestirilen calismalar sonucu XIX. yy’dan itibaren endiistriyel sisteme
gecilecekti. Tiirkiye’de ise st ve mamullerinin geleneksel yontemlerle elde edilmesi, st verimi
diisiik irklarin mevcudiyeti, meralarin yetersizligi, liretimin belirli mevsimlere bagli kalmasi,
belirli bir planlamanin ve uygun imalat kosullarinin bulunmamasi gibi nedenlerden dolay1
uretim smirli ve ekonomik girdisi oldukga diisiiktii. Cumhuriyet Donemi’ne kadar Ulkede
modern yontemlerle siit isletmeciligi yapacak herhangi bir tesis de mevcut degildi.

Yiiksek miktarda siit elde edilmesi, verim kaybinin ve asir1 dalgalanmalarin azaltilmasi,
sutln modern yontemlerle islenerek farkli mamullerin {iretilmesi, siit ve mamullerinin iilkenin
her yerine ulastirilmasi, pazar paymin ve ekonomik girdisinin arttirilmasi i¢in fabrikalagsma
gerekliydi. Zirai faaliyetler cercevesinde gerceklestirilen girisimler sonucu 1920’lerin
ortalarindan itibaren siit isletmeciliginde endiistrilesmeye yonelik calismalara baslanacakti. Bu
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kapsamda Gazi Orman Ciftligi’nde 1927°de bir pastorize siit fabrikasi acildi. Pilot bir tesis
Ozelligini tagiyan fabrikada oncelikle yore halkina modern yontemlerle hayvancilik faaliyetleri
ve mamul madde elde edilmesi iizerine uygulamali egitim verildi. Bunun neticesinde zamanla
siit veriminde ve mamul madde kalitesinde artis saglandi. Bilingli tiretici ve bilingli tiiketici
zihniyeti kismen de olsa yerlesti.

Siit endiistrisinde tesislesme lizerine yapilan c¢alismalar neticesinde 1930°lu yillarda
Tirkiye’de alaninda bir ilk niteligi tasiyan Kars ve Bursa Siit Tozu Fabrikalar1 igsletmeye agildi.
Boylece dayanikli olmayan ham siit islenerek kullanim 6mrii uzatilmis ve iiriinler hijyenik
kosullarda halka ulastirilmis oldu. Ikinci Diinya Savasi siirecinde ise her sahada yasanan
sikintilar hayvanciligi ve buna bagl olarak siit iiretimini de olumsuz yonde etkiledi. Siit
endistrisinde 1950’lerden itibaren agirlikli olarak 6zel sektdr yatirimlari ile yeniden bir
yiikselis seyri gozlemlendi. Ancak etkisi bolgesel olmaktan 6teye gidemedi.

Stit endiistrisinin ileri seviyelere ulastirilmasi amaciyla iilkenin belirli yerlerinde
tesislesmeye gitmek, siitciiliigi tesvik edici faaliyetlerde bulunmak, teknik ve idari personel
yetistirmek, kooperatiflesmeyi yayginlastirmak ve 6zel sektor yatirnmlarina onciiliik etmek
amaciyla 1963 yilinda Tiirkiye Siit Endiistrisi Kurumu agildi. Boylece iilkenin farkli yerlerinde
bircok fabrika tesis edildi. Stit mamullerinin modern yontem ve kosullarda iiretimi saglandi.
Yillik tiretim ve tiiketim paylarinda artis saglandi. Siitiin meta degerinde ve pazar payinda artis
kaydedildi ve yurt genelinde siit sektoriiniin gelisimine katkida bulunuldu.
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EK 2- Atatirk Orman Ciftligi’nde UNICEF’in destekleriyle bir Pastorize Sut

Fabrikasi’nin insasina dair 30 Mart 1953 tarihli Kararname
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Atamtirik Orman Cirtlifinde kurulacalk pastorize sSUt te—
simatai mevzuunds Birlegmis Milletler Cocuklara Acil Yardam Fooua

TUnicer D> ITdaresile Aligik esaslarx cdahilinde yapilacak mukasveole

<
sSelihiveti verilme=1i, mezkir Vekaletin

fgin Taraim Vekaletine Imza
B3O/ MaTt /1953 tarinli ve 7OS sayala yazasa Uzerine Terae Vekillexi
Heyvetince 3I0/3/1953 tarihinde karsrlagtirilmagtircs
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EK 3- Siit ve mamullerinin iiretim kosullari ve satis sartlar1 hakkinda 27 Mart 1956 tarihli
Kararname
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TSut ve Moamuallerinin istihsal ve =ssatiagina mahsus mahal ve

Jevazam ile miit veren hayvanlamrain yagadilklazria ve saZialdaiclarn yerlao—
iy makhhi gmrtlaranan teebitime dairx diligilk talimatoame"nin merivete
orulmasa; Sahhat ve Igtimai Maavenet Vekfiletinin 7.1 1956 tarihli ve
A52 mayala yazaisa Udzerine, Llora Vekillexi Heyvetinoce 277 3 /1956 tem—
rihinde lkarariastairilmimtaix.
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EK 4- Izmir’de siit ve mamulleri iizerine bir sirketin kurulmasina iliskin 19 Haziran 1956
tarihli Kararname
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Hayvancalilk ve siitgluliik igleriyvilie istigal ve gocuk mama—
larivie pastsSrize sUt AmSl etmelk maksadiylie merkezi Izmir’de olmal

Uzere 111 yail miiddet ve (500.000—-bezylizbind) Tiirk lirasi sSermave

13e urulmasina bagslanan “"Hayvancililk,SUtglUiliik,Coculk Mamalara Endiis—

ri=3i Anonim Sirketi'min Iktisat ve Ticaret Vekiletinin S$/6/71956

tarinhli ve %/9893 sayaili yazisivie gSnderilen ilisik esas mukavele—
names31 ve sSermayvesinin dSrtte birinin yataraldafaini gSs=teron banka
melkxtubu Iera Vekilleri Hevetince T/ & /1956 tarihinde tetkilk edil—
lerelk, mezkir sirketin kurulmasina izin verilmesi; 8565.sayaili lcanua—
nun =280 Aincili maddesine gSre kararlagtirailmigtir.
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