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Abstract

In summary, we can call the change that allows the use of public resources by
the private sector “privatization”. To achieve higher production efficiency,
leading to faster economic growth and development, strengthening the role of
the private sector in job creation, improving the public sector’s financial
health, and providing free resources for use in sectors important to the pub-
lic, such as education, security, health, housing, transportation, and other in-
frastructure development initiatives are the main objectives of privatization.
With globalization, privatization has become much more widely used. How-
ever, in privatizations, the primary goals are gradually shifting to the second-
ary, with most privatizations aiming to close the public finance deficit. Priva-
tizations made with the aim of closing the deficit and paying debts may pro-
vide a temporary and false state of well-being. The transfer of institutions,
which have been acquired over the years with public resources, which have a
historical background and sociological importance for countries, to the pri-
vate sector through careless and inappropriate privatizations causes serious
losses for societies in the long term. The privatizations that accelerated in our
country in 1980s were mostly carried out to close the public finance deficit,
and at this point, the debts increased, even more, efficient institutions were
lost, and public losses emerged. Most of the projects carried out under pub-
lic-private partnerships, which should be considered a form of privatization,
have cost the public much more than their real values. As a result, when the
privatizations were viewed broadly, the total cost to the public was greater
than the profit.
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1. Introduction

Developing important projects and discoveries requires personal motivation and
competition. The public sector can provide investment and competition through
privatization, which it cannot do within itself. The private sector can be an or-
ganization or can be made up of individuals.

Privatization is the sale or use of public assets by private institutions and in-
dividuals for a certain period or with no time limit. Privatization refers to any
shift in activity from the public to the private sector (Priest GL 1988) [1]. Pub-
lic-private partnerships should also be considered a kind of privatization. Pri-
vatization of any factory can be done to a company or capital owner, as well as
to workers working in that factory, with the goal of distributing income more
equitably to the public [2]. Projects with public-private partnerships carry
many of the same risks of corruption as other tender processes, but in such
projects, the risk increases due to the complexity of the transaction and the
size of the return. Poorly constructed contracts, the effects of politicians, in-
adequate supervision, and clientelism are the main causes of high risks and
corruption [3]. The advantages of privatization are improved performance, bet-
ter customer service, and improved management. Privatization has both advan-
tages and disadvantages at the same time. Issues of regulating monopolies sug-
gest that the profit motive should not be the primary objective for industries that
perform an important public service, such as health care, education, and public
transport. The major disadvantage of the procedures is that they decrease ac-
countability and lead to unassured success.

Block sales, asset sales, and public offerings are the main modes of privatiza-
tion in Turkey (Onis 1991) [4].

Although privatization is a method imposed by the neoliberal economic poli-
cies brought about by globalization, privatization should aim at spreading the
level of welfare to the public (Gupta 1999) [5].

Unfortunately, there are very few examples of privatization in the world that
can increase the income level of the broad masses and benefit the public in the

long run.

2. The Goal of Privatization

The basic stated objectives of privatization can be; to increase efficiency and re-
duce the size of the public sector, to reduce public debt and deficit, and to obtain
funds; and to strengthen the stock markets.

The advantages of privatization can be summarized as follows (van Brabant,
1992) [6]:

1) To generate financial resources for the government for the new investment
areas.

2) If the public sector fails in optimal use, the private sector can do this.

3) Monopoly results in inefficiency and losses. The private sector creates fos-

tering competition.
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4) Privatization can reduce the fiscal burden.

5) Reducing bureaucracy can be more effective for business.

6) Political interference can be reduced by privatization benefits by depending
on democratic institutions.

7) These advantages increase productivity.

8) Costs can be cut.

9) Motivation can increase.

But also, privatization has some disadvantages and side effects;

a) Price could not be accepted by the public.

b) Employees can lose their jobs and the suicide rate can increase (King 2009)
(7].

c) Problems with finance. It has been observed that many private sector units
make huge losses.

d) Improper working.

e) Excessive regulation and control of the private sector by the government
and by politicians.

f) There could be different types of corruption.

g) Occupational and worker health and safety are mostly not matters of con-
cern for the private sector. It adversely affects the industrial environment.

h) Privatization is not a guarantee of success.

i) Privatization could be harmful to the balance of economic development
(Redmon 2003) [8].

Perhaps the most equitable way of investing in privatizations to ensure a fair
distribution of income and for development is the sale of stocks.

But in countries where the capital market effect is strong and institutional
structures are not developed, it can sometimes be difficult for the government to
offer stocks to the public and for individual buyers to finance large purchases
due to both insufficient finance and lack of transparency.

There is only a small proportion of companies that are efficient and show
good profitability, many are insufficient. The cost of production is higher in
large part because of the poor technology and poor management. Besides these,
there could be other factors contributing to higher costs, such as the high cost of
raw materials and components and the higher rate of indirect taxes.

In most examples, the private sector operates on the principle of maximiza-

tion of monopoly profits. It is harmful to consumers and society.

3. Privatization and Politics

Privatization planning should be done with the contribution and acceptance of
the public. Privatization despite the public is a characteristic of autocratic gov-
ernments, the procedures are not transparent and clear (Biglaiser 2002 [9], Frantz
2018 [10], Levinsky 2010 [11]).

Some topics are important for the decision on which institutions to privatize.

It requires costly support, such as upgrading technology. The business is at a
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loss, but there are opportunities to make a profit. Being an institution that the
private sector can deal with, an area where it can find financial support.

However, privatization examples stand out as institutions that make a profit,
attract attention, are difficult to establish except with the support of the govern-
ment, and that the public needs their products. After privatization, mostly the
private sector becomes more dependent on the government for import require-
ments, output sales, etc. (Aman 2001) [12].

In most privatizations, profitable, well-run, and powerful production centers
and institutions are privatized. It is not easily understood by society why well-run
organizations that make a profit are privatized. Such privatizations are of no use
beyond closing the public financing gap. When the privatization of these already
productive and profitable institutions is evaluated in the long term, it will in-
evitably cause a public loss.

It has been shown that there are significant psycho-social effects of privatiza-
tion, and there is a relationship with suicide in different countries. It has been
argued that death rates increased in Eastern Europe after the collapse of the So-
viet Union and that the most important reason for this was privatization (King
2009) [7].

The privatization policies pushed the unemployed (especially male) workers,
and this increased the suicides. It has been shown that the rate of suicide and
death increased by 40 percent in countries such as Russia, Kazakhstan, and Lat-

via, where privatization practices were intense, especially in the 1990s.

4. Privatization in Turkey

The most typical example of this type of privatization in our country is the pri-
vatization of Turk Telekom (Turkish National Communication Company). The
sale of 55 percent of Turk Telekom’s shares to the Hariri family for 6.5 billion
dollars in 2005, the sale of Telekom first came to the fore in 1993, when the
Right Path Party (DYP) was in power. However, this sale of 40 billion dollars
was blocked by the Constitutional Court. Years later, under the Justice and De-
velopment Party (AKP) rule, in 2005, this time the sale took place. When the
Saudi-linked Lebanese Hariri family purchased 55% of Turk Telekom, it had no
debt and $2 billion in cash. After the privatization tender, the corporate tax was
reduced from 30 percent to 20 percent. For this reason, they inflicted a huge tax
loss on the state [13].

After the transition to the Hariri family (Oger Company), Turk Telekom
earned a net profit of 14 billion USD between 2005 and 2015. By 2016, dividends
of 12.6 billion USD were paid. The company got 7 billion USD of that. The
company only paid the first payment of 1.4 billion dollars and the next 600 mil-
lion installments of the privatization money and put a debt-free company in
debt of 3.5 billion USD as of the end of 2016. At the end of the contract, the
Company would return the network and equipment, making the company
debt-free.
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The company sought money abroad to pay the privatization fee but could not
find it. Thereupon, Turkish banks lent Oger 4.75 billion USD.

In the end, the Company left Turkey, leaving billions of dollars in bad loans
by deceiving both the state, the company he bought, and Turkish banks.

He dumped this debt on Turk Telekom and fled.

With the Company’s declaration of bankruptcy in 2018, Telekom’s shares fell
from 12 billion to 3.3 billion USD. The state agency, the state budget, lost 8.7 bil-
lion USD.

We do not know whether the 4.7 billion US dollar loan he received from
banks, and which has not been repaid is included in this debt [13].

I gave the Turk Telekom privatization story as the worst possible example of
privatization above.

Other problematic examples of privatization are the privatization of electricity
distribution and the privatization of sugar factories, an industry that was built on
the foundation of Turkey [14]. The privatization works of electricity started in
1989 [15].

Turkey Electricity Distribution Company (TEDAS) was included in the priva-
tization program with the decision of the Privatization High Council dated April
2, 2004, and numbered 2004/22... With the transfer of Toroslar Electric Compa-
ny to the private sector on September 30, 2013, all TEDAS subsidiaries were pri-
vatized. Turkey’s Electricity became private for 26 Years, 15.8 billion USD.
TEDAS, which is affiliated with the Ministry of Energy and Natural Resources,
will be subject to the provisions of private law. The capital of TEDAS is 3 billion
USD and it is completely owned by the state. However, companies that receive
privatized electricity distribution lack equity.

By 2022, the companies will buy 1 kW of electricity from the state for 4.2 cents
and sell it for 19 cents (1.37 TL) [16] [17] [18].

As of January 2022, electricity has increased between 50% and 127%. Howev-
er, the minimum wage salary increase remained below 50%. While the public
lost in electricity, companies made a profit of 45 million USD. Moreover, the
public undertakes the decreasing income due to the pandemic [19] [20] [21]
[22].

The electricity that the state sells to distribution companies for 23.76 cents per
kilowatt-hour is consumed by the citizen for 47.43 cents. In this way, the re-
sources transferred to the distribution sector, which private companies serve,
through citizens, reached 1.5 billion USD in 2020.

At this point, citizens who cannot tolerate having paid their electricity bills
refuse to pay the bills by protesting. In the related industries, production slows
down, layoffs occur, and social unrest is spreading rapidly.

Except for the Justice and Development Party, all political parties, workers
working in sugar factories, and most of the population point out and oppose the
inconvenience and impossibility of transferring the production of an important

food such as sugar to the private sector. The social impact of the privatization of
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sugar factories affects large masses, such as workers, farmers, and small trades-
men working in the sugar beet sector, which is the main source of income of the
region. Since cuisine and consumption are among the most important nutrients,
it affects the whole society.

The negative health effects of using sweeteners such as starch-based sugar
(SBS) instead of sugar beet are very well known. Although the public trying to
relieve the SBS production quota from 10 percent to 5 percent, data confirms
that this is not sincere. This quota is less than 3% in developed countries.

On the other hand, despite the quota in production, it is observed that im-
ports of SBS are increasing gradually. While 11 thousand tons of SBS were im-
ported in 2011, this rate was 11.2 in 2012, 13.2 in 2013; 15.7 in 2014; 28.7 in
2015; In 2016, 57.1 tons of SBS were imported, twice as much as the previous
year [23]. Its imports have increased fivefold in the last five years.

As a result of the mistakes made in privatization, a serious contradiction has
emerged between the aim and the point reached and the trigger of a social prob-

lem has been pulled.

5. Summary of Social and Socio-Economic Effects of
Privatization

1) The new monopoly of the private sector and its negative impact on compe-
tition.

2) Privatization has both negative and positive effects on employment rates,
but most commonly negative.

3) Removal of workers within the framework of cost adjustments in privatized
institutions.

4) Loss of the public due to the non-transparency of privatization.

5) The privatizations are made for financial reasons, causing public loss be-
cause of the use of internal financial resources instead of external finance.

6) It can lead to the concentration of finance in certain segments, leading to
an increase in social segregation and increasing inequality (InthePublicInter-
est_InequalityReport_Sept2016) [24].

7) A profit-driven system doesn’t mean we get more for our money. It means
someone gets to make more money from us. Therefore, the main purpose of
privatization should not be profit.

8) Risks of corruption increase due to the complexity of the transaction and
the size of the return. Poorly constructed contracts, inadequate supervision, and

clientelism are the main causes. Corruption destroys social trust and morale.

6. Conclusions

Privatization is not a panacea for the ills of the public sector. Privatization to
create financial resources without realizing structural improvement will result in
disappointment. If privatization cannot return to investment, it will not benefit

the financial balance. The income from privatization will only work in countries
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with a logically planned and stable investment system. Otherwise, the income
obtained may cause much more serious financial deficits. Privatization with a
borrowed budget will only result in the loss of public resources.

In privatization, transparent and publicly accountable tenders should be
made, and information should be available from the public side.

In countries where the market functions poorly, enterprises are still vulnerable
to arbitrary government edicts.

If the enterprise is still a monopoly after privatization, as is often the case with
utilities, it must be subject to suitable controls, otherwise, inefficiencies and
power will merely be transferred to the private sector, with the costs being borne
by consumers or monopolistic exploitation by efficient private owners will re-
place the inefficiency of public ownership.

Privatization should only be done with the aim of investment in line with
welfare state purposes, and efficiency should not be perceived as laying off
workers.

In the young Republic period, which was established in 1923, the private sec-
tor was supported along with state-supported development. Beginning with the
multi-party period in 1954, the private sector and liberal policies began to be
given importance.

The main wave of privatization increased with the support of neoliberal poli-
cies since 1983, and the privatization approach, which was used very beneficially
after 2003, turned into a source of corruption as of 2010 (Tecer 1992) [25].

There are some important lessons to be learned from bad practices (Agirel
2019) [26]; 1) The tender should be transparent, and open and clear, 2) The re-
quired finance should come from international funds, not from the country’s
public sources, 3) The public should not be indebted with treasury guarantees
for the future, 4) Privatization conditions should be studied very well, the in-
come should be used for income justice, it should never lead to unemployment.

In countries where democratic institutions are weak and in countries ruled by
modern tyranny, power will use privatizations for the continuation of its admin-
istration (Biglaiser 2002) [9].

The most important issue is that privatization in a country without democracy
and a judiciary system working with universal law principles and without strong

democratic institutions will result in a fiasco.
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