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OZET

Bu ¢alisma, Tiirk bankacilik sistemindeki rekabet
kosullarimi 1983-1996 dénemi i¢in veni bir metodla
incelemektedir.  Tirk  bankacthigimin  rekabet
kogullar1 test etmek amacivla elde edilen verilere,
Rosse-Panzar (1987) tarafindan geligtirilen metod
uveulanmistir.  Yapilan analizler, 1988 1996
ddnemi icin bankacilik sisteminin ne monopol ne de
tam rekabergi vapida olmadigim ancak, banka
gelirlerinin tekelci rekabet kosullarinda
(Monapolistic competition) zantltyormus
gortintisi verdigini gostermistir. Bununla beraber
vapilan analizler 1983 yilinda ticari bankalarin
gelirlerini oligapolistik bir ortamda kazandiklarim
gistermektedir. Boviece 1983 ve [988 —1996
ddnemleri arasinda bankalarin pivasa davraniglar
degismigtir.

ABSTRACT

This paper examines empirically the competitive
conditions in the Turkish banking industry for the
vears 1983 to 1996 by applving a new method
previously applied to the U.S. and Canadian
banking industries. The Rosse-Panzar methodology
has been wused 1o
contestability of the Turkish banking. The findings
of our studv suggest that the banking marker in
Turkev was neither monopolistic nor perfectly
competitive between 1988 and 1996. Banking
revenues behave as if they were earned under the
monopolistic competition. The results of the paper
also indicate that commercial banking in 1983
earned revenues under the monopoly or conjectural
variation short-run oligopoly.

test for the evidence of
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INTRODUCTION

The objective of this paper is to investigate the
competitive conditions in the Turkish banking
industry over the period between 1983 and 1996 by
applying a new method previously applied to the
U.S. and Canadian banking industries. The Turkish
banking system experienced substantial changes as
a result of the deregulation in the 1980s. Most
restrictions on interest rates, market entry, and
exchange rates were eliminated, and the number of
national private and foreign banks increased. This
numerical increase would suggest that competition
in the Turkish banking industry has increased. The
Rosse-Panzar methodology has been used to test for
the evidence of contestability of the Turkish
banking svstem.

The theory of contestable markets developed by
Baumol, Panzar, and Willig (1982) states that
oligopolies and monopolies will sometimes behave
very much like perfectly competitive firms (Baumol
et al.1982 and Baumol, 1982). They argue that
firms will be unable to exploit their market power
when the market is contestable. By this is meant
that there are potential competitors who are able to
enter and exit rapidly from the market and that
established firms have no cost advantage over these
potential competitors. Because the entry is costless,
a new firm can enter the market very quickly if an
incumbent firm intends to charge a price above the
average cost. Therefore, when entry is perfectly free
and exit is costless, the market is defined as
contestable. In this market, firms will operate as if
they were perfectly competitive and sell at a price
that only covers their average cost. Thus, in the
equilibrium, they will earn zero economic profits
and there will be no entry.






