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Governance has a central place in our notion of conservative democracy.  Among the key 
aspects of our understanding of governance in a well functioning democracy are the 
following: inclusiveness, dialogue with related parties in decision making, transparency with 
regard to the Government’s decisions and policy implementation, accountability of both local 
and the central Government authorities and the opportunity for everyone to participate in 
politics.  Our understanding of democracy is based on consensus seeking. We never intend to 
rely solely upon our numerical majority in the parliament.  In all important issues, we try to 
seek and build consensus.  If this is not possible, we do our best to reach a compromise 
solution.    
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Diversity and Convergence 
 
I view diversity and convergence as two key concepts that can be used to summarize the 
underlying trends in the history of modern Turkey.    
 
On the one hand, during the 20th century Turkey has been in transition from a society that had 
a deliberately preserved cultural and economic diversity towards a more homogenous one.  
The careful preservation and separation of different religious and cultural groups by the 
Ottoman State as well as sharp economic segmentation of jobs across families had restricted 
social and economic mobility for centuries.  This lack of economic mobility can also be read 
as a lack of equal opportunities, an obstacle to contestability, innovation and growth of 
productivity. The transition from being an Empire to becoming a Republic, which was largely 
accomplished by our founding leader Kemal Atatürk, has been a healthy process in the sense 
that it has brought inclusiveness and equal opportunities for all.   
 
On the other hand, Turkey is becoming more and more sophisticated over time when it comes 
to learning to respect the other.  This parallel transition from being a monarchy towards 
becoming a democracy is also quite healthy as it preserves diversity, but this time on a 
voluntary basis, in sharp contrast to the Ottoman model.  
 
Learning the Hard Way 
 
Both of these trends require a substantial amount of institution building.  Trial and error, as 
well as a search for suitable role models in the community of nations have been two main 
factors driving the institution building process.  The process, however, has not been an easy 
one and has suffered the setbacks of World War II, military interventions (one almost every 
ten years), and the severe negative effects of the cold war, which caused a sharp ideological 
polarization of people, even the man on the street. 
 
As a result of the good and bad memories accumulated during this democratization process, in 
the elections of November 2002, the term ‘conservative democracy’ entered the vocabulary of 
Turkish politics.   After 30 years of political and economic turmoil, the Turkish people have 
learned the merits of tolerance and respect for other’s opinion, albeit painfully.  Our people 
now understand clearly the importance of having a stable democracy that respects human 
rights and freedoms, that is inclusive, that respects people as individuals.  They also feel the 
need for a government that works in harmony, a government that is transparent and 
accountable, one that is honest and not corrupt, and one that is realistic in its assessment of 
global developments and works to take advantage of these for the benefit of Turkey.   
 
The Justice and Development Party (AK Party) is the creation of this social longing.  We 
identify ourselves as conservative democrats.  We call ourselves conservative because we 
value tradition, family, ethics, religion and morality, in short everything that a typical 
conservative Turkish Citizen would value, and we are quite vocal about all these. At the same 
time, we are democrats since we want Turkey to become a truly functioning democracy.   
 
We also believe in the importance of a secular system in Turkey.  Secularism has two 
universally accepted pillars.  The State should not be run based on religious principles and the 
State should not interfere in the daily religious practices of people.   We agree with these 
ideals and would like to see Turkish secularism steadily improve to meet these universal 
standards. 



 
Governance as a Recognized Social Need 
 
Governance has a central place in our notion of conservative democracy.  Among the key 
aspects of our understanding of governance in a well functioning democracy are the 
following: inclusiveness, dialogue with related parties in decision making, transparency with 
regard to the Government’s decisions and policy implementation, accountability of both local 
and the central Government authorities and the opportunity for everyone to participate in 
politics.  Our understanding of democracy is based on consensus seeking. We never intend to 
rely solely upon our numerical majority in the parliament.  In all important issues, we try to 
seek and build consensus.  If this is not possible, we do our best to reach a compromise 
solution.    
 
Good governance is closely linked to obtaining a convergence in the positions of all related 
parties.   When faced with a problem, the best solution is of course complete convergence of 
ideas towards a consensus on a common solution.  If consensus building turns out not 
possible, the second best alternative is to again converge but this time with some amount of 
compromise from all parties.    
 
Inclusiveness, Transparency, Accountability 
 
The public sector reform package that will soon be discussed in the Parliament is a very good 
example of our vision of governance.  The package itself involves decentralization in 
administration.  Brings more inclusiveness, transparency and accountability in the public 
decision-making process.  In the preparation of this reform package itself, the views of all 
related parties have been taken into consideration.  From universities to non-governmental 
organizations, from regulatory authorities to regulated companies, from OECD to the World 
Bank, all inputs and feedback have been evaluated and most of the suggestions have been 
incorporated into the package.   
 
Regarding budget preparation and monitoring, the contents of the Public Financial 
Management and Control Law have been agreed upon with the active efforts and 
compromises of all related Ministries.   With this law, performance-based budgeting will be 
made possible.  Moreover, the law envisions a three-year rolling budget starting in year 2005.  
Performance audits will be conducted on government services by internal audit units for the 
first time in the history of the Turkey.   
 
The combination of all the pensions units of the three social security institutions under one 
umbrella and the separation of health insurance from pensions is also an agenda item that is 
being discussed with all related parties.   The information processing and reporting abilities of 
the social security system are also being improved.  
 
The Central Bank and the Treasury have already made much progress in terms of 
transparency and accountability.  Further progress is still being made.  The Banking 
Regulation and Supervision Authority is also becoming more transparent in its audits and 
operations. 
 



Reducing the Risk Premium  
 
We identified the main reason behind relatively high interest rates on Treasury borrowing as 
the risk premium associated with high and volatile inflation and the relatively high level and 
short maturity of public debt.    
 
Therefore, we set disinflation and debt reduction as our main policy objectives to first reduce 
and then to eliminate all the perceived risks on sustainability of the public debt stock.  Both of 
these policies have incredible support from all segments of the society.  This is not surprising 
since reduction in the risk premium on government securities will benefit all segments of the 
economy and hence is akin to a Pareto improvement, which is rarely found in policy making 
environments.    
 
The successes achieved on disinflation and the sharp fall in the public sector debt-to-GNP 
ratio are also bringing down the risk premium on both domestic and foreign borrowing.  
 
Eliminating the forced savings scheme 
 
After many years, we were eventually able to settle on a repayment plan to pay back 
principals and returns from all the mandatory savings accounts.  This has been decided upon 
jointly with all the workers and civil servant unions in Turkey.  
 
The payment will be in installments and will be indexed to inflation plus a five per cent real 
interest on the remaining balance.   Together with the elimination of mandatory savings 
schemes, we are opening the way for competitive private pension plans with some tax 
advantages and in a well-regulated and monitored environment.  Participation in private 
pensions will of course be on a voluntary basis. 
 
Relations with International Institutions 
 
The results of our consensus-seeking approach in governance can be clearly seen in our 
relations with the EU, the IMF and the World Bank as well.   Since our government took 
office following the November 2002 elections, we have been fulfilling the promises of our 
detailed election manifesto.  We never implement a policy that we do not believe in.   We 
work jointly with international institutions to solve problems; we study carefully the success 
and failure stories that their international experience brings, we bring our knowledge of the 
Turkish economy to the table and eventually arrive at a consensus.  Our Parliamentary 
Commissions also play a vital role in improving the legal arrangements related to our 
structural reforms.  
 
Improving the Investment Climate 
 
Structural reforms are also very important indicators for foreign investors while assessing the 
risk and return on their investment in a particular country. We see that our performance on 
foreign direct investment has been poor, despite the liberalization efforts of the last couple of 
decades. The importance of stable FDI flow became exceedingly clear after the adverse 
effects of recent financial crises.  
 
We are determined to boost FDI to Turkey.  We are continuously working together with 
private investors, related NGOs and top-ranking bureaucrats of related ministries in a 



workgroup called the commission for improvement of the investment climate (YOİKK).  We 
listen to the problems of existing and potential investors and find solutions together. 
 
As a product of this governance effort, we have already prepared 21 different laws to improve 
the investment climate in Turkey.  Of these laws 7 of them have already been enacted and the 
rest are in the pipeline.   
 
As an example, we have recently adopted a new law on Foreign Direct Investment and 
provided a very attractive environment for foreign investors.  As a first step, we eliminated 
the distinction between private and foreign ownership.  Once a company is established in 
Turkey, we do not care whether the owners are international or Turkish.    
 
Furthermore, reduced the number of steps required to register a company from 19 to 3.   Now, 
a company can be established in one business day in our country regardless of whether the 
owners are domestic or international.  The former process which required that private firms 
obtaining permission to establish a company has been replaced by simple notification, which 
is a drastic change in and of itself.   
 
Inflation accounting will be in place for tax purposes in 2004, eliminating another important 
obstacle to business, especially for foreign direct investment.  This is a move that have been 
on the agenda for more than a decade but has never been implemented. 
 
The YOİKK is a continuing process and there are many more initiatives forthcoming, which 
are aimed at stimulating the entrepreneurial spirit in the country.  
 
Governance with the Goal of Convergence 
 
All of these major reforms and the ones not mentioned here, have been implemented using an 
inclusive approach.  Dialogue with all related and affected parties is essential here.  In some 
cases, we learn from the experiences of others, in some cases we discover better ways of 
proceeding together in order to improve the well being of all affected parties.   
 
In other cases where unanimous agreement cannot be reached, we arrive at reasonable 
solutions with some amount of compromise.   But we never give up on the principles of 
inclusiveness and transparency and are aware that as the government we are eventually 
accountable for all the consequences of our actions.   
 
We believe that this good governance process itself helps the institution building necessary 
for a better functioning democracy in Turkey.  Convergence of ideas in identifying and 
solving problems will speed up Turkey’s eventual aim of her convergence to the economic 
and political standards of the European Union as well. 
 
 


