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I. INTRODUCTLION

The title of this paper is: Accounting Profession in Turkey.
This sentence is correct if we assume the existence of such a
profession in Turkey. It is & debatable subject, but at least
accounting is used in this country and developed to sucu extent
that it is becoming the major analytical tool of the businessmen.

The paper also tries to rerlect the level oI accounting
practices in Turkey, but the aim of the paper is not to discuss
any one aspect of the Turkish accounting. The reader wili ling
some sections waich deal with some accounting metnods and pro-
cedures, which are included to indicate the proolems of the pro-
fession. )

The core of the paper is the new C.P.A. bill in Turkey. The
new bill is the basis to the establishment of the accounting pro-
fession. At the present, the bili is yet a draft submitted to
the parliament. With the passing of the bill, the new proiession
of accountants, called the C.P.A.'s, will be established. But,
it appeérs that the bill will not be passed in the near iuture.
It has been in the files of the parliament for about 25 ‘years and
8T1ll has to wait for a long time. Then, the existence oif The
protession is not as clear as it seems and there are some aiifi-

culties aud conflicts existing which block and aelay the estao~

lishment of the profession.
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This paper is designed as a research work to identity tue
problems in the establishment of the C.FP.A. profession in Turkey.
In other words,.why does the bill not pass from tne pariiament?
Beside these main questions to be answered, other questions come
. up, such as: 'Do we need such a profession now? Do the standards
- Prevailing in the draft bill, that define the proiession, seem
appropriate to the level of accounting practiced in Turkey? What
are the loopholes in the bill? How do the accountants practice
in Turkey? What changes will the bill bring? and What will be
the benefits of a G.P.A. profession to the Turkish kconomy?

The tentative answers to all of these questions were found,
though they are not satisfactory. The reasons for not having sucl

clear cut answers are numerous. The paper was prepared through
interviews with certain people who were associated with the bill.
(See Bibliography.) The discussions held with those people never
reached a final point. There were always guestions which were
not answered by the person due to his personal feelings or 1o tne
problem being many sided, so that the answer tc one case camiot
be given unless the other problems are solved. There were gques-
.~ tions whichh were never discussed betore.

The answers to these questions can ove given if the political
‘conditions of the country are settled. When will the C.P.A. bill
‘be coming to the Parliement? No one knows. It is assumed that
nobody will touch it for a couple br years since it is considered
as a minor bill, and ﬁore important ones are waliting, such as the

land reform bill.
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Time will have a salutery effect on tﬁe‘issue. The present
economic conditions and accounting knowledge will certainly be
improved and lead towards a more mature environment ready to
discuss and accept such a bill. The number of educated people on
this issue will increase, and the passage ol the bill will ve mucH
easier. The only clear cut generaiization can [ make aiter having
written this paper is the above one. The rest is all duvious.

On the whole, the paper pinpoints the bottlenecks, although
it has no final answers to them. The accountants of Turkey have
to fight further to maﬁe their career & respectable profession in

the future.
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II. ACCOUNTING AS A PROFESSION

Growth of the Profession:
Date: 1851
"Practical bookkeeper and accountant. Opposite

the Court House. Books opened, closed, posted. Bills
and accounts made out. Bookkeeping in all its vgried

branches taught individually or in classes." (3 pp 45)

"David Franks Conveyance and Accountant No. 60
Broadway begs leave to return his sincere thanks 1o
his friends and the public and nopes tne cheapness

of the fellowing will continue him their favors.M (3 pp 44

Accounting as a profession has undergone greaé changes
throughout the world during the last hundred years. The growth
of the proiession of public accounting is one of the outstanding
phenomena of the 20th Century. The great American philosopher,
Halph Waldo Emerson once wrote that, “the use of history is to
give value to the present hour and its duty." (5 pp 258) The
,history.of the accounting profession, from its genesis to the
present time, gives outstanding proof of the scundness of this
‘proposition. In this history, the fact of great growth, while
impressive, is of much less significance than an understanding of
thne forces that gave the profession momentum and brought it to its

pPresent size and nature. (4 pp 17)
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In the United States, the profession as such did not exisi
much before 1880. The above advertisements indicate the type and
the functions of the public accountants in the United states
during the second half of the nineteenth century. xrrior to wnat |
time the public accountant was primarily a bookkeeper wio wade
- his service available to the public. His main funcfion was to
‘check the arithmetic and the accuracy ofzthe’accounting recordas
and to ascertain that all recorded receipts and payments were
reflected in the correct ledger accounts. At the time when busi-
.nesses were small, privately owned, and owner managed, public
interest was generally lacking, and the public accountant received
his limited responsibility as to satisfy the client. In so far a#
his work included auditing, his major function was to assure his
employer that there had been no fraud. Hesponsibility to third
persons was not emphasized.:

The birth and growth of the accoﬁnting profession in Turkey
ié similer to the above describea history. But, it is guite a
clearly observed fact that tnis stage in tne development of ine
protession cannot pe considered as "history" in a developing
‘country, such as Turkey. Turkey is undergoing a period in wuidi
the concepts oif westernization and modernization ih their broadest
‘aspects are still argued and tried tc be defined. Parallel to
the economic development, business tends to become more modernized
end more productive units. Therefore, the above stage o1l account-
ing 1s rather thie "present" in Turkey with little modifications
and with better literature and knowledge on the part of business-—

men. The concept of the responsibility to the third parties is
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considered so far as the management philosophy is concerned.

About a hundred years ago, legislation for the protection
of the investing public was enacted in England which requlred‘an
audit of public companies by some one not associated with the
management. At first, such audits were made by stocknolders, but
it soon made itseli felt that knowledge and experience in accouni-
ing were necessary; and gradually from among those who possessed
the accounting qualifications, there emerged in the Unitea viaves
and elsewhere, a grsup who undertook such work and resyqnsibility
as a separate occupation.  This is the climate into which the
 protfession was born. (3 ¢hp. I) |

There must be fundamental significénce to an expansion of
such extent and rapidity, in the demandé upon a new profession.
What forces sccount for its spectacular expansion in a little
more than a half century until its size increased 10 one hundred
and fifty times its proportions in 1900? (3 Chp. I) Has society
merely found it necessary to introduce & new type of police force
to discipline its economic activities? The expansion in scope
of the profession's functions, and the extent of its contrioutionsg
'to business progress in the last fitfty years, which was to a
desirable extent recognized by the general public.' Public ac-
‘counting means auditing to the generali public and, in turn,
“euditing implies a policiny operation.

In broad terms, economic rorces have developed the professioq
in a rapid pace because the last half century has been a dynemic
period. ©Since 1900, the forces created by the industrial and

social revolution have brought the profession to its present
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standing - and these saﬁe forces provide the.challenge that it
will face in the years ahead. Three hignly significant trends
have brought abqut the increased importance ol accounting since
1900. (3 Chp. II)

1. The great expsnsion cf industrial activity, based largely
upon the products'of scientific reseszsrch, with widespread owner-
ship of large corporate enterprises and with greater demands on
accouhting for financisal control.

2. The increase of govermment influence in the affairs oIl

business, especially thfough taxavion ana regulation.

" 3. The searen for increased productivity in inausiry,
throtigh the development or mass prbduction systems, witi empunasis
on cost control and.efriciency- (5 pp 7)

The early practice oif public accounting was largely coniined
to detailed audits of records and investigations where detection
of fraud was a major objective. New types of work have been
added to the practice of public accounting, including tax service#
the design and installation of sccounting systems and procedures,
efficiency and administrative sum up, engagements in connection
‘with business regulation, business ﬁergers, conscolidations, reor-
ganizations, and meny other activities relating to'financlal,
‘production and organizational problems of business concerns and
governmental units.‘ In addition, the interest of the creditors,
stockholders, the public and goverhment in the afifairs ol businesy
have created demands for independent audits and unciased irinancial

measurements and reports., (% Chp. LI)

But this is not the ultimate. There are more milestones
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ahead, even though their shapes are not yet clear. Lhe wideailyg

road leads into a long and distant horizon, far beyond view.

Tne Qualifications of Public Accounting:

“ine typical auditor is a man past middle age,

spare, wrinkled, intelligent, cold, passive, non-

committal, with eyes like a codiish, polite in contact,

but, at the same time, unresponsive, calm and damnably

composed as & concrete post or a plaster of Paris cast,

a human petrification with a heart of feldspor and without

charm of the friendly germ, minus bowels, passion or a

sense of humor. Happily, they never reproduce and all

of them finally go to Hell."™ (5 pp 9)

Certified Public Accountant (Yeminli Hesap Uzmeni) is a pro-
fessional title which describes a member orf the profession oi
public accounting. But, Certified rPublic Accountant is more tanan
a title; 1t is a precise definition oI & man's experience, col-
petence, integrity and protessional responsioility in the compiex
profession oI public accounting. To be certiliea, an accountant
- must demonstrate his ability passing a comprehensive written
examination and ne must meet educaiion énd experiehce requirementsf
‘of the jurisdiction which grants the certificate. (5 Chp. II)

Professional training for public accounting is primarily
dependent upon the formal educational process which facilitates
8 logical discussion of preparstion for professional practice into
two distinct parts, one to be accomplished through the rorunal

educational process prior to admission, and the other turough
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practical experience acquired subsequent to admission.

The accountsnt's possibilities for success are enhanced
greatly il he hes received a C.P.A. certificate and can practice
as 8 certirfied public accountsnt. There is generél agrecment als(
that a 4-year college course with a major in accounting and sStu-
dies in related ifielus is extremely important. Meny accouuntants
withiout a college degree have established practlce, Just as maily
lawyers still practicing obtained thelir trainlhg By "reading Law"
as an apprentice with a law firm. However, tue proolems conrrontw
ing the accountant increasing in the complexity, are making it morg
difficult for him to render competent service witnout a sound |
basic education. (5, Chp.II)

Also, the accounting concepts and procedures have shown
continuous development over a period of years. Since tax laws
~and interpretations change constantly and since much of the busi-
ness of the new practice will grow out of ingome tax return prepa-
ration, as nuch time as possible should be devoted to the conti-
nuing study otf income tax regulations. The accountant who wishes
to progress never finishes his education.

The a priecri practical experience in the tfield o4 public
accounting is zn absolute necessity Lor anyone plahning 10 s8tart
‘a practice. - The accountants snoulda at least have tae awount o1
necessary experience that would result in his promotion to the
position of senior accountant. A good measure of the amount of
experience is whether or not the accountant has had complete
charge of numerous engagements of reasonably substantial size.’

A second important factor as to experience is diversification.
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Tne accountant will iina tnat he'will-be dealing with wiaely
varying kinds of business. Therefore, he should have participated
in the accounting service for ﬁany'types of businesses.

In the conduct of his professional practice, he is guided by
a high sense of responsibility to the public, as well as to his
clients, and he is bound by a2 rigid code of ethics which the pro-~
fession imposes upon its members. (2 Chp. I)

This code of professional ethics, or rules of conduct is &
formal statement. It deals with five types of responsibility as
follows:

1. Heliations with clients and public.

2. Technical stancards.

3. Promotional practices.

4. Operating practices.

5. itelations with tellow members. (18 Chp. 1,2,3)
Acceptance of the responsibility inherent in these rules is
esgential to ensure a proper professioconal attitude, maintain the
confidence of the client and promote the confidence of third
parties. The certified public accountant must have not only the
confidence of those who become his clients, but also the contidence
of those who must rely on his reporis.

The most important function a certified public accountant
performs in our economic life today is the part he plays in the
maintenance ol mutual contidence which is necessary in tune finan-
cial relationsnips among the various groups o1 our modern society.
buch relationships may be between managenent and its euwployees,

between management and stockholders, between borrowers and lenders,
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between investors and prospective investors, between business and
ccnsumers, between business and government, or between business
and the public. Whatever the relationsnip, the certified public
accountant makes & vifal contribution in meeting tue need for aun
independent, impartial and expert opinion ol tme Llinancial repre-
sentation of business management. He tas s unique contribusion
and he bears a unigue responsibility. (2 Cap. I)

Independence has been one of the nost important attributes
of the public accounting profession. Unleés the auditor is
entirely objective in his work - seeking all the racts and present-
ing them with judicial impartiality - the public will lose conii-
dence in his opinion, and the profession's stature will decline.
Independence has two meanings Yo the certified public accountant.
(7) PFirst, in the sense of not being subordinate, it means an
aspect of integrity which enables him to accept resﬁonsibility for
an impartial and unbiased examination 2nd report thereon. Secohd,
independence means avoiding any relationéhips which way inmpair the
public's acceptance ol his objectivity in examining and reporting
on his client's financial representeticns.

Professional qualifications for certified puolic accountvanis
include competence, responsibility, and a proressiohal alttiiuae.

. vompetence reans mastery of the lields of accounting and auditin,

and 1s acquired wuhrough formal education and through experience in

public accounting practice. (2 Chp. L)
In the field of auditing, the accounting profession has espe-
cially undertaken the applicable stendards of competence and work-

manship. The same obligation of professional competence in auditing
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work applies also to work undertaken in all other areas of practicy
including the handling of income tax matters, accounting systems
installations, the broad field of business counseling and all othex

services. Kesponsibility embraces the ideas of integrity and

independence. The public accountant, in his capacity as a profes-

sional man assumes the responsibilities and obligations general-to
all professions. He also undertakes certain social, ethical and
legal obligations arising specitically from the unigue character
of his work in relation to the public. Pupblic contidence is the
primary justification for tue services ol a certiiieu public ac-
countant. 1In & technical sense, the certified public accountant
sells his services; in a more philosophical sense, he sells hls
reputation. His services are demanded by users oif financial data
because of the reliability which the professional accountant con-
tributes to the financial statements through his professional
‘opinion.

| The profession of certified public accountant is a self-regu-
lating profession. Each member of the profession has to appraise
the significant value of performing the tunctions of the profession
within the boundaries of its code of ethics - its Hules of
PYrofessional Conduct - setv up by its orgsnizational institutions,
like the American Institute of Certified Pubtlic Accountants (ALCPA)
rules of etnics and conduct are written into the laws, goveruing
the practice of public accounting. The regulation ol the profes-
Ision is a two sided mechanism. One side is that each member nas
to try to keep the standards of the services asked from tue pro-

fession up to the reguired levels in order to wmaintain the survival
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ot the profession and himself. Second, the association enlorces
the regulation to maintain the privileges and the prestige ol tiae
profession within the country for the survival of the profession
and itself as an independent body. {
Finally; it may be said thet three elemenits must be present

in a man before he can be called & professional accountant:

1. Special knowledge and appropriate skill

2. Moral and economic indepenaence

3. Kecognition of an inherent public interest (5 Chp. II)
It is every certified public accountent's solemn obligation,
then, to promote public confidence in the prorfession and create
harmony and understanding among ite members. ‘VWhen this ingredient
is present, the profession will gain significance. ‘When lacking,

#the profession will falter.

pervices of Certified Public Accountants:

"It is to our advantage that high-standard
accounting services be extended as far down the scale
of business size as we can manage %o do so, while
Still maintaining adequate levels of professional

- compensation. The further they are extended the
greater the influence of the accountant, the greater
the public acceptance and support of the accountant,

and the greater the area in which he may find work for

himseif." (5 Chp. IIIL)

The services pertformed by'certified public accountants are

pasically divided into four groups:
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1. Those which are substantially of an auditing nature.

2. Those which involve principally accounting work.'

3. Those pertaining to incone taxes.

4. Special services. ‘ (5 Chp. III)

A1l four types of services ,are closely interrelated, ana oite
rendered in the sane engagement. the classification whicn 1ollows
should not be interpreted as imposing any limitation upon the free
operation of clients' wishes regarding the services to be périoxmed
In many instances, the services desired by a client will not rit
precisely into the classes presented, and the certified public
accountant must abide by his clients' wishes in that respect. The
exact nature of the services to be performed in any engagement must
be determined specifically for that engagement by the parties con-
cerned. O(nce an agreement is reached, it is frequently set forth
in writing, to eliminate misunderstandings regarding the scope of
the work, its cost. or the responsibility of the certified public
accountant, Ii the services are to ve performea at the insiance
of some person or group othef than the company - for exanple, a
prospective purchaser or investor, an interested stockhnolaer, a
trustee in bankruptcy, or petitioning creditors, or somwe investi-~
gating commiftee - 1t is important that there be nolquestions on
the persons authorizing the work regarding who is to pay for tue

work both for and to the company, whose accounts are to be done,

Auditing Services:
fanagement, stockholders, bankers, government agencies and

others to whom financial dats is submitted frequently, require the
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report of a certified public accountant. In many cases, the reporfy
is based upon an audit or examination of the submitted financisal
data.

The financial examination type of asudit is the most widely |
recognized accounting service performed, for reports both to stock-
holders and for credit and management purposes. Its objective is
the expression of an opinion as to the fairness with wnich the
‘Istatements of a business presents its financial position at a
specified date and the results of its operation for an indicated
period in conformity with the generally accepted accounting prin-
ciples consistently applied. It is besed upon tests ol recorus,
and inspection and contirmation of selected transactions. (2 Unp.I*

In general, a financial examination covers:

1. A general review of the accounts and records, and compa-—
rison oif the figures shown on the staterments with the sources from
Iwhich they are drawn.

2; A review of the internal "control system and of the
accounting principles.

3. Independent sampling of the existence and money amounté
of assets.

4. Application of various audit tests to determine so far
as reasonably possible that all liabilities are rerlected in the
balance sheet in sctual or approximate amount and that they are

appropriately stated.
| 5. Analyses, tests, and over-all review of the inbome and

expense amounts with respect to internal control.
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6. 'l'est procedures designed to determiae tihne authenilceity
and general reliability of the financial siatements, prepared Irom
the accounts, incluaing adequacy oI neadings, notes, etc. (5 Chp.IH
A financial examination is designed to satisfy the certified
public accountant as to the general fairness of the financial statg
ments. It is not primarily designed to disclose defalcations and
other similar irregularities. The extent of the testing is decided]
by the certified public accountent, in the light of his independent
judgément as to the requirerent to constitute a feir sampling of
the records being tested. (2 Chp. I)

The audit report on a financisl examinatlion usually cousists
of a balance shieet snd statement of income and surplus, togetner
with & concise statement oif the scope ol the audit ana thne certi-
fied public accountant's opinion as to the rairness ol tue Pinan-
cial statements. This concise statement is usually referrea to as
ftiie short-form accountant's repoit or certiticate.

Frequently, the certified public accountant submits & more
aetalled report. In addition to presenting the usual financial
statements and opinion thereon, he may outline the audit work
performed, comment at some léngth on the organization's financial
position and operations, and present schedules showing details of
various accounts or other information considered useiul to the

panagement of the business. This is usually called a long-form

Feport,
An audit of details, like a financial exXamination, also has,
as 1ts objective, the expression oif an opinion on the fairness

with which'the linancial stetement present tne rinancisl position
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and results of operations of a business. However, an auditv ol
details is more comprehensive than a financial examination in thatv
it contemplates an extensive examination of the details ol the
books of account (including subsiding records, and sBupportilg [ |
vouchers) for a period of time. Soue mLinor testing may be employed
but it must be sufficiently exhaustive 1o satisiy the certiried

public eccountant as to the details.

Accounting Services:
Although the auditing types of services are usually considered
as the primary itunction of = certifigd public accountant, he is
frequently called upon to render services iﬁ which the emphasis
is on accounting work. This type of service constitutes a very
large proportion of the certified public accountant's practices.
Certified public accountants are sometimes engaged to prepare
and record routine bookkeeping entries. idore orften, however, they
are called upon to perform more technical accounting duties, sucn
as adjusting the books to rerlect good accounting practice with
regard to appointments and delerred items and the preparation oi
opening and closing entries.

ilany certified publiec accountants are frequently called upon
to brepare financial statements from the client's books or otuer
records without audit. In performing this service, they are acting
Jliore as expert accountants than as auditors. The statements are
intended only for managemént purposes.,
If the accountant submits a report in connection with state-

[nents prepared from the books or other records without audit, the

report should stete clearly thet he is not in a pogttion to express
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an opinion on the statements.

The certified public accountant renders system services for
‘companies in order to make their accounting departmenis more
efficient. System services may cover:

1. General accounting systems:

a. Conducting surveys
b. Devising and installing systems of account and
reporting

2. Cost systems:

a. Conducting surveys
b. Devising and installing cost finding and reporting

systems

Budgetary Services:

Budgetary services may consist of investigation and survey
work assisting in preparing budgets, designing budget procedures
and offering counsel with.reference to budget policies and pro-

cedures.

Tax Services:

Tax services have become a very important function of the
certified public accountant during the recent yearé. Taxes have
not only become more complex, but, because of the high rates, they
have become more difficult to pay. The tax expense usually equals
about half of the company's entire net income,

Tax services consist of preparing and reviewing tax returns,
dealing with proposed assessments and presenting tax returns ve-

fore tax officials, board and courts, preparing or rendering
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opinions on past and prospective tax matiers or transactions with

tax implications or making special tax surveys or examinatious.

Special Services:
The certified public accountant is often in a position to ﬁ

render speciel services to his clients.

Investigation of Specific Matters:

Such investigations comprehend examinations of one or more
specific features of & business, and may be undertaken in connec-
tion with such matfers gs suspected Ifraud; disputes regarding
payments of royalties, the resson for increasing or decreasing
profits; financial policies, adequacy of internal control, measure
ment of coniract obligation, insolvenecy, bankruptcy, determination
from an accounting viewpoint of the possible extent of civil lia-
bility and other financial and administrative matters.

In eacii case, the accountant's instructions from his client
should be specific as to the objeciive of the investigation. The
scope of cash investigation is determined by 1ts objective and
the extent to which the certitfied public accountent considers it
necessary t0 go in order to accomplish the objective.

The certified public accountant's findings in an investigation
are usually communicated to the client in the form of a detailed

report.

‘Tiscellaneous Services:

This class includes services not comprehended in the foregoing

classes. It includes such services as acting as the advocate in
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the arbitration of commercial disputes, as umpire in accountilg
controversies involving accountants or clients, giving testlmony
a5 an expert, witness in court and dases of arvitration, inter-
preting financial data, instructing bookkeepers, checking state-
ments, consulting and advising on accounting and financial matters
and other appropriate financial and statistical activities.

The certified public accountant's report in each case should
include an accurate description of the work undertaken.

(7 Chps. IT, ILI)

Letablishrment of the Profession:

One of the most significant features of the growth of the
profession has been the increasing awareness of the neea ior tue
services of certiried public accountants by the managements of
small businesses. Tnere are numerous ractors Wnich nave brougnt
this trend about and which will assure its continuance. #first,
the growing complexity of tax laws is causing not only managers
and owners of small businesses, but also many individuals to
realize their need for competent advice. Now, many prolessional
men and nmany employers are potential users of the services of the
certified public accountant. Second, bankers and other credit
executives are requiring more frequently, from both businessmen
end individuals, financialrstatements that have been verified inded
pendently. Third, the operation of even s small business is be-
coming more gnd more complex, and management 1s seeking increasing-
ly the assistance that can be provided by public accouniants.

fourth, the accountants practicing alone or in small oriices are
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taking the initiative in bringing to the attention of the manage-
ments of small business the meny ways 1n which the certilied
public accountant can be oi valuable service.

The natural result has been that many new accountiué prac-
tices are being established successiully to serve clients otuner
than large national corporations. The period 1950-1Y6D> is recog-
nized as the one in which the certiiiea puplic accountant nas
been acclaimed as & professional man such as lawyers and doclors.
[n this decade, much attention was paid to the accountants' educa-
tional and experiencial standards, In today's understanding,
an accountant is more than a person who works'for some one, He 1is
liable to think and act in terms of the interests of several
parties.

As a matter of fact., the role of the accountant is realized
better if we consider his detailed functions between the:

8. Enterpreneur and top ranagement

b. The employér and the employees

¢. The enterprise and credaitors

d. Government offices and the tax payers

The only person who can correctly determine tne respounsiuoiliiy
of each party is the accountant. In realiuy, tne-bverali Lunction
of the accountant is between all those people who are related
somenow to business. A specific service, in general, will be
useful to all parties concerned wifh that aspect of the business.
We cannot strictly say that an accounting service has only one
specific purpose; while accomplishing the main purpose, various

indirect goals are worked out by which certain considerations of
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different parties are met. Accounting is the basic tool of
communication in the business life.

In order to keep up with the growth and expansion oI the
business, accounting as a science had to be developed. Thé
accounting methods and the principles have constantly been re-
vised and developed to meet the demand. The existence or the
profession solely depenas on the requirements ol business lite.
There are moral phases of the business life which nave changed
up to the 20th Century and created & more poweriul need iIor ac-
counting in order to pe successiul and become a going concern.
Now, let us discuss the main aspecis wanicn brougnt this demand.

The first change was the establishment of the corporate type
of business. Following the industrial revolution, the new inven-
tions and innovations have greatly affected the industrial world.
Parallel to this, the improverment of tramsportation, growing worla
population, developing social relations have influenced both the
pattern of life and the number of the human needs. In eriect, it
can easily be said that all commercial and industrial activities
have considerably increased. The 20th Century is a unique one in
| this respect.

Only can the right kind oi supply at the righf time meel The
demand that has increased. A great competlition nas developeuw 10T
only anong the producing countries, but also among indiviaual
producers as well. Tfoday, it is no lonser possible ior any
proprietor to manage all his business elfectively by himself.

One man cannot take care of z2li the yreblems oif & business firm,

although he may be very competent. In lieu of such Iirms, the
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corporate type of company which combines the capital ol various
investors is becoming more and more popular.

For this reason, it is relatively safe to name the 2Uth
Century as the "Century of the Corporations". The development of
the countries more or less hinges on the number of the successiul
corporations. All these corporations are the convergence of
interests. The investor naturally hopes a return on his money;
the lending institution asks for interests; the employees who are
selling their efforts expect a salary; enterpreneur 1s after
profit and, finally, State taxes the company income. To meet all
these interests, the transactions and activities of the companies
must be based on verifiable documents, accounts, and entries rigat
Irom the bpeginning of tue corporation‘to tne enda. The dverall
need for keeping a close track orf sll the activities in & 1irn,
makes the role of sound accounting extremely essential. UIne
nature of all these interests of various parties is at the root
of the indispensability of modern accounting.

The corporations are the type of companies by which capital
is raised easily. The sale of the securities in the capital
market is one of the most economic and financial activities in
developed countries. The special nature of the corporations has
created "management accqunting“ which leads %o "the decision
making" aspect of the business. The financial control of the
business depends Solely on the accdunting information specially
prepared for the msnagement: Starting from the preparation ox
basic financial statements, namely the Balance Sheet and Lncome

statement, and rollowing all the other detailed statements and
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schedules. Each information put on a financial statement is
asssumed to be used in & decision making problem. Therefore, all
information submitted to the upper levels of the management has
to be uniform and concise. Second and more important, is that
the information submitted must be correct. The management
accounting leads to responsibility accounting. This responsibility
assigned throughout the levels of the management is very important.
It has two phases which we have to consider here. First, tue
source ol the information from wuich any statement is prepared
must be correct and fit to the accounting principles. 7%he evaiua-
tions and estimations that are computed must be based on sound
basis. The people who prepare this information have the responsi-
bility of providing reliable data. Second, for the control pur-
pose, the.management wants to detect the froubles in the company;
so that it can take corrective actions to avoid the botilenecks
in the business unit. If there is any departure from the normal
course of transactions as far as the absolute or relative figures
‘are concerned, the management can hold the authorized person
responsible for that information. "Modern accounting nas devised

| certain tools to provide a mechanism which would accomplisu this
goal of the management. One of the basic and most important is
the Internal Control. It is one ol the most significant and
Tundamental developménts in the field ol auditing. This aevelop-
ment is relatively new, as far as tuhe history of auditing is
concerned; however, it represen.s an important and recent trena
and exerts such a direct bearing on tihe auditing process oi the

public accountant that is essential to understiand its potential
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values. Internal control as a nmoaern concept may be seaid to be
the foundation upon which auditing procedures rest. [t is tne
auditor's evaluation of the degree of internal control present
which largely determines the nature and amount oI auditing pro- |
cedure to be performed. Internal control today is as vitally
important to the public accountant as it is to the controller and
the internal auditor. In a big company, the reliability and accu-
racy of reports to management, stockholders and public authorities
is almost entirely dependent on the adequacy of the company's in-
ternal control. To & large extent, the auditing procedures of the
internal auditor and the public accountant are dependent oun the
degree of internal control present in the company. The installe
ment of the internal conirol is one of the functions ol tioe pro-
fession demanded by the management oi the corporations, as its
significance revealed above. The design of the accounting system
to provide efficiency in the operations oi the business units is a
large volume orf work for the protession ana it is & great part ol
the aggregate demand.

The next important function of the profession relating to the
corporation is the auditing ofltne financial statements. 'This is
called the "attest" function. The demand for this device has its
own characteristics in certain ways. This is a requirement asked
by the legal authorities in every country to some extent. The
demand for such a service has two éonsiderations: First, it is a
"must" requirement; second, it is the responsibilify oi the manage-
ment to stockholders, creditors and other third parties for the

substantial accuracy and reliability of the financial statements.
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Both of these consiuerations lead us to the Qperations in the
capital market. The securities or the corporations are bought
and sold in the market. This is the way to raise capital Ior tne
corporate type of business. ‘i{he corporations and the capital mar-
ket cannot be separatea. They are establisned, prown ana live
together anywhere in the world. Capital marketv is what attracts
the investors to purchase the securities, because the capital
market by itvself is a separate business beside the corporatious.
The people who participate in the operations of the capital marked
are mainly the stockholders of the corporations. 7The corporationsi
expand and get to be more poweriul through the volume of their
securities sold and bought in the capital market. But, in order
to be able to sell those securities, especially stocks, reliable
information must be submitted to the public. In the meantime,
governrent requests this information; otherwise, they do not let
the stocks of the corporations which diu not submit those approved
{inancial information, to be sold on the market. There are ceitain
control considerations of government in asking for suca suiatements
like income tax computation, uniair competrtion, expansion.

The buyers of these securities have certain motives peliind
their purchases. One of the most importent is the proiit motive.
The investor thinks in terms of speculative notion; therefore, it
is & risky business. They tTy to make a prorit by the rise in the
value of securities. The other cohsideration is to receive annusal
dividends and get a rate of return of ihe investment, Therefore,
in order to make good investments, the public depends and relies

on the financial information presented to them in the financial
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‘statements which are approved by the Certified Public Accountant.

The accountant has to make a reasonable examination of the
client's financiel statements to arrive at an expression ofopinion,
He must state his opinion clearly in the report attached to the
statements and enlighten the investors about the business ol the
corporations,

A materisl income of the certifiec public accountant has peen
partly from the tax work done for tie com?anies. Determination oi
the income tax is a vital point for tne companies. A great parit
of the demand for the profession occurs due to the increasdinyg
volume of tax work involved in the operations ol the business.
Hlost of the accounting engégements do rise from tax return prepa-
ration. The computation of the income tax mainly, and other taxes
with the filling income tax and other tax returns, create & huge
volume of work for the proiession. Tne main characteristic ol
this function of the certified public accountant is the tax work
being a requirement of the government. The businessnen ﬁave to
submit their annusl income and the =2mount of tax that they are
going to pay to the Hevenue Agent. The tax collection mechanism
- differs from country to country, but, the pasic concepts are almost
same all over the world. One consideration in any system 1s to
minimize the tax evasion. Beside this consideration, tuere are
certain problems in the mechanism. One of them is now to make
the payment smoothly and easily; the second, how to collect 1t
cheaply and eificiently. The profession ot public accounting has
done & lot towards the accomplisnment of these goals by providing

the necessary honesty and knowledge with a uniform methodolony.




THESIS

'ROBERT COLLEGE GRADUATE SCHOOL »
BEBEX, 1STANBUL | PAGE i

‘foday, & certain portion ol the certilied public accountants av
only tax work, and they are called the tax specialists ana not
considered a C.P.A. any more. Beside the accounting aspecis ol
the tax work, there are the legal aspects which involve the relaé
tions between the businessmen and’ the courts. The constantly
changing tax laws and their complexity require the emergence ol
these tax specialists to devote their time only to this service
to satisfy the demand of the businesswmen.

The credit mechanism is the heart or the business lire today.
jost ot the transactions are done on credit basis. The funds and
capital for financing the various projects and prograws are ac-
gquired on short-term or long-term credits. Lorrowed caplital 18
one of the main accounts in the balance sneet. The creait mecna-
nism involves both the fi:ms and tne Iinancial institutions,
mainly the banks. The banking system in the developed countries
gives great emphasis to the credit policy- 708t of the banks
suffer trom a2 poor credit policy and go bankrupt. Theretfore, the
basis on which a credit mechanism is built is very important both
for firms and banks. Today, 1t ié believed that reliable informa-
tion is the sound basis for extending a credit. Certitfied Public
Accountants have also fulfilled this demand by pro#iaing the cor-
rect information to the third parties. The informative disclosures]
approved by the C.P.A. on the linancial statements testify the
correctness of the financial condition of the Iirms. The amcunt
of credit extended, how erficiently the runds from the loans are
going to be used, and the risk factor in collecting the loans as

well as the profits, are all judged on tne assumption tunat tue
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information is correct without any guestion. Interest is lhe
profit of the iinsncial institutions. When tue risk is great in
getting the loan back, tihe interest rate is hign aud the reverse
is true wien the risk is low. Thererore, it is to the beunelit o
 the firms to pay less interest and i1ind easy credit. The Iuncviou
of the C.P.A. profession in providing tue tools of submititing the
correct data halps both parties in deciding on their credit poli-

cles.

Compensation of the Profession:

The certified public accounting profession had responded to
the demand in certain weays. The profession had gradually deve-
loped and achieved its present status. 11t has diversified aand
specialired in almost every rield concerning accounting and financ?
and organized itself as business units in tie forwn of partnerships.
Lt has created regulating bodies and established a seii-congrol,
so that it is by now accepted as a licensed proiession. However
profound their philosophy oi public responsibility may ve, it is
not to be expected that public accountants shoulu not grasp tue
idea of working tor profit. "Art for art's sake" is too much to
expect, when personal standards ol living are at stake. ‘Lneretfore,
it is assumed without much risk that every Certified public Ac-
countant works with the hope of finsncial success. The contribu-
tion of the profession to the overall business deserves this finan-
cial success. The value added concept holds true in the activities

of the profession. The value added by the work of the accountant
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to a business unit must be compensated in terus ol the gains to
be anticipated in the future.

The general basis for the fixing of all profession fees is
trie value of the service rendered to the client. This is a simple
rule but dirfrieult to apply to accounting engagements. It is
aifected, as between engagements, by the relative and varying
importance of the several factors which must be considered. Stafy
time given to the work is always significant, but it is rarely,
if ever, the only determinant. Usuelly there is one or more vital
features such as technical importance of the work, unusual amounts
of overhead involved, and so on. DNine basic factors are considered
in setting fees in the customary order of their importance, as
follows:

1. Statf time devoted to tihe work:

2. Techunical importance ol tiie work and the extent ol tue

responsibility assumed;

3. Value of the services to the client:

4. Dirriculty of the cngagement;

2+ Skill and experience of the principal or firm;

6. BSpecial considerations, in the case of a new client;

7. Size and character of the community; |

8. Relation of the engagement to the utilization of the staff

9.. Unusual amounts of overhead caused by the engagement,

(5 Chp. XTI)

It is not necessary to consider each factor every time a firm

sets a fee. Some are fixed rather definitely with respect to all

fees oi a given rirm. Because of sucii variables, a fee fixed Ior
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one engagement may dirier from the other, though these two engage-
ments might appear to be almost identical to the uninformed.
However, there are standards, established througn general applica-
tion in practice, which may ke used as guides in setiing Iees lor
accounting services.

There are several reasons in the‘willinéness of the ousiness-
men to accept and pay for the services, beside the vaiue added
contribution concept. It hardly needs repeating that a positive
confidential relationship between the accountant and client is
essential. It involves considerably more than keeping knowledge
of a client's affairs from coming through the accountant,directly
or indirectly, to the attention of ocutsiders. This is one of the
greatest and most valuazble assets of the profession made accepted

to stand side by side with the businessmen.
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ITI. ACCOUNTING IN TURKEY

The Present Conditions of the Profession in Turkey:

It is difficult to define the Accounting Profession practiced
in Turkey in a conceptual way, in which we can clearly point out
the functions, standards and the type of people involved in. The
profession of accountancy has not yet developed in Yurkey, and,
parallel to this, it is not organized and institutionalized as a
uniform licensed profession. There is no concept ol accounting
as an independent profession in tine minas of people as tue profess
ion of doctors, lawyers, etc. It 1s a primitive protfession to
which people give a dubious look. There are several reasons for
this outlook. One of them is that, the structure of the existing
profession has so many diversifications and complexities as far
as the placement of certain people in a variety of orfices and
bureaus under sc many various titles. Second, is the general
comprehension of the profession by the businessmen snd the people,
not in the modern sense, but just as a bookkeeper or a clerk, who
knows how to write and read plus with a little bit of accounting
knowledge. |

Following the declaration of republic as a new forwm of govern
ment, accountant-clerks were first employed by the-newly estab-
lished state-owned enterprises, banks and Other srafe-ownea insti-
tutions. The job of these personnel were simple, and it wae not

their responsioility to prepare financial statements. Following
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the passage o several laws, which made the hiring ot accountants
obligatory in the organizations, interest was shown in the accoundy
ing courses ol Cdlleges and Universities. The laws enacted were,
The Turkish Code of Commerce, Dividends and Income Bill, Proce-
dural and Kevenue Bill, and Law of Corporation Taxes. In other
words, it can safely be said that accounting in Turkey gained
importance as a result of various laws, With the enacted laws,
the businessmen were obliged to keep books. An auditing depart-
ment was set up in the "inistry ot Finance called the "lax
Auditers", "Tax Auditors™ check and control the methods of income
determination and accounting practices. To this end, "Accounting
Experts" and "Auditors" were trained and asked t0 kKeep iu close
contact with all the enterprises. <Fhnis was never accompllisneq,
and the present facts reveal thatv it 1s not going to be accon-
plished for a number of years in the future. OUnly 2-3% oif the

tax return are checked today. However, atter so many legal deve-
lopuents enforced by the government, and moderuization by the
internal forces, the WMinistry of Finance ana the "Pax Collection
and kevenue Agency" (Vergi Dairesi), have the best quality of
accountants with high standards, at the present. This is also
somewhat partly due to the so mesny runctions and duties assigned
them. Also, the characteristiecs of the Turkish economy, mainly
composed of state enterprises s=nd government being the pioneer
almost in every sector, made the accountants working in the govern

ment bureaus equipped with a great deal or knowledge of accounting

and finance,
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The Turkish word for "Accountant" (Muhasip), at the present,
does not identify the qualified young men in Turkisa business life
[t is also true that the word accountant does not rerlect the real
runctions and importance oi accountants in tne organization oui a
business enterprise. In effect, most of the personnel emplioyed
in both public and private sectors crnose titles witn more slgni-—
Iicance, %0 introauce themselves to the business worlid in a more
reputable manner, like “iree bkxpert Accountant" (Serbest Hesap
Jitehassisi),"Expert Accountant" (kksper iluhasip}, "Financial
Advisor" (tali iiisavir), and "Tax Advisor" (Vergi slilgaviri).

Yet, the organization and statffing of the accounting depart-
menis are solely made by the arbitrary decisions of the owner or
the employer. There is no regulation or bill to govern the orga-
nization of the accounting department. It is a haphazard matter
and can only be solved if the accountants are competent. “Lhe
accounting departments of enterprises, which are in the same line,
considerably dirfler from each otner. <They do airferent types of
work ana the degree ol responsibility given to tnem are also
different.

There is no law of any kind to restrict the admission oi the
unqualiried and non-eligible to the profession. To hold any
responsible positions, to have titles of any kind, are permitvted.
Anybody can come out with the most expressive and impressive title,)
and practice accounting at his will. Unfortunately, it has been
recognized and witnessed due to the négligence of the owners, that
almnost always, the inefficient and unproductive personnel who are

relatives of the friends of the owner are employed in the accounting
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departments. It is guite necessary not to have the employees of
this type in the accounting department, on the account that such
personnel cause iherficiency and relatively more harm in accounting
departments than in any other department. Unfortunately, the
owner or the top management never come to recognize the funda-
mental importance of accounting.

In Turkey, the accountants are largely employed on itne basis
of the owners' suggestion or on tie vasis ol a recommendation
letter. In fact, it is almost always the case that a company
hires an accountant either after a suort interview or even withouth

The public and private sectors shoula be distinguisheu a
little and aiscusseq separately, on this issue. 11 possible, it
is very hard to consider all the personuel in public sector who
practice the old-fashioned static accounting, as accountants.

What they do is a "“ecliche" and does not have any relation whatso-
ever to the modern accounting concepts. In the economic state
enterprises (Devliet Iktisadi Tesekkiilleri), seniority is taken
into consideration in hiring, promoting or transferring an emplo-
yer. Frofessioral background, education and training gains more
importance in these institutions. However, this patronage systen
is inefficient ana the methods of work are unproductive. The lack
‘ol the profit motive creates a suitable grouna for tie transier of
a;l inefficient and incapable personnel to the accountilng depart-
ments in the industrial enterprise.

On the other hand, the private se¢ctor, in tue last years, took
up the delicate proolem of hiring good accountants with more

attention. Accountanits with more experience in different. fields
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and with more education, have been recently hired by the private
sector, witn relatively high salaries. But, this description
solely defines tne head of the accounting department; that is,

the financial manager of the company. However, & large number of
firms still have minimum standards required for hiring accountats,
Those standards are unfortunately related to good penmansiiip and
encugh education which will provide an eble mind to grasp the
nature of business transactions not within the scope of accounting
theory, but in a2 memoriring feshion. 7The standards of those people
which are realized by the businessmen within the definitions of
accounting are good enough to carry the simple waily work oI the
accounting department. Actually, what ithe employer looks for is
not an accountant but a clerk (katip). Tuerefore, it is clearly
understood that one of the objectives is to hire people wuo wiil
do red-tape work with a low salary. These people are almost con-
sidered as unskilled workers of the accounting protession.

The third main group oif accountants that is worth to mention
here, is the group who work, in the market, in their own bureaus.
They have their own business which can be-defined as small
accounting firms. They work under various titles and the scope
of their work is much wider than the accountants employed by the
public and private firms. They earn their income by providing
certain accounting services, such as bookkeeping and designing
accounting systems, tax work, for their clients. fhey have sub-
stantial revenue and anybody will be coniiuaent to say thnat tney
are tne core of the proression, and tue development oi the pro-

fession will be ouilt ou them. Although what they do has nothing
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to do with the modern sccounting concepts, the work they do 1s tue
same work explained in the earlier cnapters ol this paper. They
are called upon bj the clients and niiea by them upon thelr own
will. They are, to some extent, indepeundent; but, within tThe
scope of their work, they cooperaté witin tueir clients. lhey
fulfill the need of the uneducated pusinessmen as far as llie
routine accounting work 1s required by the various business laws.
These laws bring complexities and & lot of restrictions to the
free market operations. Those accountsnts are the response of
the profession to the growing demand for such services in Turkey.

The education of these people is also interesting to follow.
You can find university gradustes and primary school graduates
workirg side by side on the same street under the same title,
There is great difterence in tne type and the length of education
which they had. There are lawyers, economwists, political science
majors, commercial school graduates aud accounting magjors. wlnce
wnat tliey do most is proceuural work, which is routine iu nature,
the expected guality of work proves 0 be on tne same ievel. The
main comparative advantage among Uiiese people arises 1rouw the
years oI experience they have had in this proiession. 'I'hie more
years they nave worked, tne better they are known by the business-
men aud acquire & goou position in the market.

It is also interesting to note tne working conditions of-
tliese people. _Usually theywork alone, and some of them have a
considerable volume of work. It is too much for a single person.
Then, one or two clerks who are usually lycée or rreshman students

in the colleges, are employed by them. The location of the offices




THESIS

ROBERT COLLEGE GRADUATE SCHOOL »
BEBEK, 1STANBUL PAGE ~

and their physical conditions are poor, and most of tnem are
single rooms in dark, shady basements, or at the roof of buildings.
It is g2lso intereéting to note that they do not want %o enlarge
their firms »nd modernire their methods and working plesces. Whis
is the impression that I got from tie ones whom I interviewed.

Today, in our country, there are no laws prescribing the
scope ol the accounting and responsibilities and authorities of
tne accountents. [n principle, tie clauses ol the contract signed
by tiie employer and the accountant define tne nature ol the rela-
tionship. The rights and responsibilities ol voth garties, 1ees
or financial compensationsj the place where tne accountant will
carry on his work, the period in which tie work will be covered,
are all included. ‘he contract prescribes the performance ol the
accounting function and the preparation of the balance sheet at
the end of the ag¢counting period.

The employer can give inst}uctions of a very general type due
to his lack of knowledge on accounting and tax practices in detail,
£11 he asks for is to have his business activities in line with
the lawe and his records to be kept cleariy. At the present, it
is not possible to regard accountancy and income tax laws as two
separate lssues. The history suows that ¢very development oun
income tax had aitected and improved tne accounting practices.
Lt ic perfectly possible to state that, in our country, accounting
nes developed not as a managerial tool, but as the outcome ol
t'iscal policies.

It will be proper here to classify the accountants in Turkey

again with regard to their practice:
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1. Assistant accouutants (Juiasebe yardimcilari)

2. Tax and accounting experts (Vergi ve HMuhasebe Mitehassis-

lari) |

3. Accountants (Iuhasebeciler)

It is quite nard to mzke & clear distinction between the
three types of accountants. Yet, special activities oi each classﬂ
helps us to meake some distinctions among them,

The above description of the profession is rather pessimisticu
but, in the meantime, I observed a tendency toward growth and
modernization, a8t least as a concept, but not yet in practice.
The rate oif growth in demand is increasing. Yhe Judgewment oi
business problems in view o1l accounting 1is growing wiuely in the
rninds oi businessmen. Tue role or accounting in mouern manageuneinly
is recognizea by the top wmanagements oi large enterprises relative
to the level of Turkish economy. It is essential that moaeru
accountinyg snould be applied in Turkey if a high rate of wevelop-
ment is aimed. The productivity and overall eri.siciency will
increase, and, in effect, the enterpreneur's brofit and taxable
income will be more, which will directly increase the revenue of
the government. The rate of response by the prolession is not as
high as the .rate of .iemand. The need for the accounting practices

'in the modern and scientific sense in managerent is a recognized

fret.,

‘the Services Performed by the Profession in Lurkey:

r ‘ 3] 3 - - )
e profession of accounting practices a variety of services

which can be consiuered to be within its rield of scope as well as
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some services which are to some extent beyond its descrived lunc-
tions. The proiession, as a whole, consists of several indiviau-
als who practice witnout being legally licensed. The market in
which the present profession carries oud its activivies will oe
described in the foilowing paragsapns. The accountants periorm
some services at such a level wnlch 1ulfill the need or uemand lor
such services. The market conditions of accounting can be stated
as in equilibrium in Turkey, as far as supply and demand are con-
sidered. The present level of work is far behind the level ol
the profession legally established in the modern sense. The
services are so diversified or so unique that sometimes, & service
provided comes under 21l of the captions listed above. (19 Y.Kovanj
But, I am going to discuss them under the separate titles and
group them as far as I can, to the extent that repetition will be
avoided.

The attest function is 21lmost non - existing in Turkey.
(20 I. Otar) We may conclude that the auditing and consultine
functions are interrelated and cannot ve cefined separately. Uthe
overall picture oi wervices that may be discussed under tnese
headings 1s the same. The consulting job or 1unction is an adviw
sory function and enforces the companies to treat the accounting
transactions properly and in conrormity with the generally
accepted accounting principles applied on 2 consisted basis and in
conformity with the requirements of laws and regulations. fThat is
presumably the auditing function in Turkey. The size of the firms
in Turkey does not enable the ranagement to afford an additional

accountant to audit the nccounting work of the accounting
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department. The size of the firm in Turkey can be said to be of
medium size and requiring a capital less than 500,000 T,L. This
implies also that these firms are not corporations, Since the
cofporation law states the minimum amount of capital for corpora-
tions as 500,000 T.L. In almost all cases the head of the account
ing depariment is also the auditor oi the department botu in the
sense of auditor and controller.

The non-existence of the auditing function is also aue to
the lack of legal requirements which create such a funcilion in
other countries. There is no capital market organized and insti-
tutionalized to prohibit the sale of securities and to control
the financial conditions of the firms requiring audited statements.
There are not big and numerous corporstions to facilitate the
creation of a capital market. There is no legal requirement of
auditing tax retufns, or any requirement from the credit sources,
like bhanks, as an audited statement when a loan is requestea, 1o
be submitted by the firms.

The auditing function is conducted once a year. It is
required by the Corporation baw just belore the annual meeting
' of the stock holders. fTwo auditors (iurakip) have to certity ihe
statements, so that tihe intormation given to the stockholaers 1s
correct. This auditing function is no more than checkllg tue
mathematical calculations and approving tine statements by jusd
putting a signature on them. The examination of these statenents
is not made in accordance with the generally accepted auditing

standards and, accordingly includes such tests of the accounting
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records and other auditing procedures. “hose two auditors also
need not be accountants of any kind. (<o Aysan)

The lack of the auditing function creates a vicious circle
with development. The creation of this auditing function will
certainly add to the development and eificlency of the 1irms.

But, it cannot be created unless the economic development oi the
countfy reaches a certain level, and creates a demand for the
attest function. Turkey can easily develop it suriicient capital
1s channeled correctly. (9 Aysan) Like in any other underdeve-
loped country, the economic development and the increase in nei
national inééme can only be realized if great amounts ot capltal
is allocated to proper projects. Such investments suould ve maae
more by corporate type companies rather than by ilnaividuale. Une
financial resources to meet the requirements ol sucu compatiies are
available in Turkey, to some extent, il asked in the pruper way.,
The formaetion or capital market, however, would enable the chan-
néling of small savings to large and profitable investments.
Thereby, in the long run, the standard of living would increase.
One of the basic ways to secure confidence in public for corpora-
tions,‘ié to assign competent personnel and establish a good
system of internal control. 'Unless the accounting is organized
in Turkey, it is not possible to have efficient administration ana
a good system of control. The training and education of account-
ants will lead to increased pfofits of the business, it will pe
appropriate to consider these economic reasons., This will cer-

tainly result at the organization of tne accounting proiession.
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Also, it is very common for business to disiort The staie-
ments in asking for credit. Tue oversll creait policy will we
more sound if all these enterprises put an end to the practice or
distorting statements. The creditors will extend ioans nore
willingly/if they know that statements aire correct anda consistvens
with good accounting practices. (23 Akersoy)

When the credit is involved, tne consulting runction, rather
than auditing, may become significant. 'he level of consul ting
can be framed in terms of demand and supply. The accountants who
give their opinions in judicisl and administrative matters, should
be more qualified and they should be people of very high integrity.
Such & course of action will end asbuses and irresponsible prac-
tices,

Our laws have very unflexible and difficult clauses that
threaten the very existence of all typee 01 business enterprises,
especially corporations. These laws also do not indaicate auy
réSponsible person wiom these businesses may consult.

Most of the enterpreneurs have started from scratch. <Lhney
are not proressional managers. They have no idea about tre moaer:i
concepts of egonomics, accounting and business administration.
They are the owners of the firm. FRor this reason, they usually
ask for the help of experts who practice with the most fancy
titles. It is highly probably that these people do not have the
necessary qualifications to answer the needs of such businessmen
and they do not even give any guarantee of whatsoever. The

enterpreneur is the one to pay for the harm broughtout by the

accountant. (20 Otar)

b
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Usually, the consultant hired by the companies is called
"Mali iliigavir®., They may do advisory service in all matters re-
lated to the financial conditions of the company. Sonetines,
they do legal work too. The name of the legal consultant is
"Hukuk Migaviri". Usually, a single person who is equipped with
the knowledge of both fields, accounting and law, perforus these
services. The main reason for such a combination is that most
of the disputes and problems arise from fne legal tax matters that
need a kﬂowledge of tax accounting and court procedures. dail
Migavir auditéthe accounting programs and practices wituin tne
accounting cycle, gives opinion to the manager on fainapcial
matters, and recommends policies to the employer on tax disputes.

The audit done by the Mali Mugavir is different from an audit
done by a C.P.A. PFirst of all, he is not an independent outsider
but an officer of the firm. The main job is %o check whether the
accounting of the firm is done in accordance with the laws, espe-
cially with Tax Procedural Law esnd the Commerce Law. They see
whether the bookkeeping is done properly, and in the order requ-
ested by the inspectors of the Ministry of Finance. Lhey check
| the preparation of the trial balance and the statenents. Llhey
audit the accounts whether they are closed properly and tie
balances are correct. In the manufacturing, they check the cCos1is
and unit costs to see if they are calculated correctly. ‘e nost
important accounts are the expense items. They check tne Luvoices
and bills and sometimes they do tests. lhey check whetner tae

reserves and allowances are properly determined. (2% Akarsoy)




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, i1STANBUL PAGE - -

Beside the general application of auditing ana cousulting
functions, there are also some Specilic services that are carriec
on, that come under these captions. These are proolems oi the
businessmen which often require & consultant and continuous check
in their applicat}on. These problems have a domestic nature and
pertain to the conditione and procedures of business in Turkey.

The first complexity in the procedures i$ the stamp require-
ment on the documents. These stamps are-the orficial stamps of
the government called "Damga Pulu". Those siamps are some Kind
of an indirect tax paid on the transactions. They have to pbe put
on every legel document which may be any kind ol orulmnary petitiou
or invoices, bills, any other paper such as drafts and oiils or
lading. The stamps are also put on every document of any ousiliess
relation with banks and government oifices. [he amount ol B Galll S
in Turkish Lira, that should be put on certain cocuments, is
specifically stated in the Articles 395-56t of Taxes anuy Tax
Procedural Law. The amount of tax which should be put on the
docunent varies also with the amount of money in the transsaction,
which makes it more complex. The law is very complex as far as
 the explanation and specifications are concerned. It is also very
precise as to the nature of the document and the transaction.
Another complexity arises from the composition of the stamps on
tne papers. There are specifications as far as how many stamps
from each set of values should be put. For exauwple, 2 from 200 ITL
end 1 from 50 TL stamp for certain documents. It is a vast Iiela

of specialization which needs detailed xnowledge. 'his is relevand
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to Turkey and it is not practiced in any other country to tais
extent. (22 Manukyan)

The next issue which mainly requires consulting is the
accounting work that has to be done in recoruaing tie transactiions
into the accounts which they belong. We can separate tnis service
into two parts. First is the follow-up proceaure wnich may be
called "auditing". It is 8imply to check wnether the recording is
done promptly or periodically at the right time to the "ledger
accounts". The second one is rather an advisory iunction which
shows how to treat the transactions into the accounts so that they
will be in accordance with the generally accepted accouniing prin-
ciples. This complexity arises not from the dearth of acccunting
knowledge sufficient to handle transactions, but afises from tne
complexities of the business procedures and regulstions, waich are
peculiar and originated due to a law or regulation establisueu in
recent years. This lew is the new Turkish Comnercial naw (Wiirk
Ticaret Kanunu), established first oif January 1957. An exampie
t0 such a transaction will make our point more clear. fTue liela
of export-import accounting is growing today and becoming a
specialized field in Turkey. fThe importis are restrictea adu 4
quote system is applied. The importers are licensed in the coun-
try, or a license is owned as en ordinary importer. Low, Que To
this license procedure, a market is developed in whicii this License
can be sold or rented for 2 certain period of time. nNow, how shall
we treat the transactions on this asset? Lf we make a profit in
the sale, how shall we record 1t? The more important is, how

shall we deternine a profit or a loss on this typre of tramnsaction,
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where the market price is the determinant, without any cost of
acguiring this asset. The cost is immaterial with respect to the
benetfits from it. As an additional complexity, the payments on
the purchase of such 2 license is made in instailments and &CCOId-
ing to the sales of the imports. There are some accruais oOr pre-
payment and some allocation problems. wolutions for suchn proovlens
are not yet found. The treatment ol such transactions varies.

(22 Manukyan)

Another example will be the procedures in 1illing the tax
returns. The problem is not the form, out how many tax returns
will be submitted if a person works in more thén one place ana
also nas & shop. A person may have more than one opusiness; luen,
which one will be the normal operations? This is a complex
problem. Will he have to classity the deductions in the payroll
as an expense item? Under which expense caption will 1t be re-
corded? To classify them as an expense is another provlem, and
show the payreoll ﬁet out of the expenses in the form of deductiona
One of them is the deductions of saving bonds (Pasarruf sonosu).
(22 *anukyan)

The following issues are the workers' insurance proolens.

Tie labor relations is a recent sutject in lurkey, and 1T 1s 1n
its infancy stage. Actually, there is no autiority ‘on this sub-
“ject at the moment to show the metnods to deal witii tnese new
labor problems not only accounting-wise, but also manageriai-wlse.
The concept of workers' rights is a very popular and a 1astl growug
subject, which necessitates a special rield to be estabilsnea, anu

requires more emphasis to be put on. A huge job will eveutually
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confront the future C.P.A, in Turkey. LYoday, & great cemand 1or
solutions exists for the problems gradually showing up. Lhe ma-
nagement of many companies had faced a variety of lapor disputes
alreadj, resulting in strikes. Parallel to these movementis,
insurance is becoming & complex problem and a material itew on the
financial statements. Workmen's compensation benetfits are pro-
vided through insurance. Employers pay for such benerits by their
purchase of insurance. Premiumé'are based on several rates. OUne
of the complexities is the computation of the anounts based ou
several rates according to several headliugs on the work sheets o1
payroll. From five to fifteen difierent computations anda deauc-
tions are made on the payroll. The calculation and IeCOordirng pussqd
creates a special knowledge ol this issue. Hecently, The euploy s
nad faced this type of work with which they are not familier, alu
the work by its own nature invelves a complex procedure. Lhe
treatment of the compensation and its determination with thelr
recording is also a procedure which needs speciaiization.

(22 Jdanukyan)

Other issues which are often dealt with are, providing
 financigl information to outsiders for certain investuent projects
and credits. This was discussed above to some extent. Other
issues are the mergers, cr purohhse of the firms, =nd the estab-
llishment of parent and subsidiary relationships. Another issue
is the security of the capital oif the partners or stockholuaers,
and the control of the surpius account in tie palance sleet.

Usually this function is carcied on when one oi the partuers
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hires an accountant to control the other partiuers, aue 10 misllust
among them. Another issue which is pertinent to the corporaviocis,
is fhe determination of the book value of tue shares, and inlorlu-
ing the sharehold‘ers-.

The next type oi service is the tax work done vy the ac-
éountants at the present. The tax work makes up qu;té 8 portulon
of the accountant's work, and most of their income comes Irom this
type of work. There are several aspectis of this tax work. Lhe
main job is the income tax determinations. This is done twice a
year. Pirst, it is determined and then, a recalculation 1s done
at the end of the year. The tax of the year is realizea 1in the
‘next year and paid from the incore of the next period. The tax
work involves the preparation oi the tax returns, and the deterni-
nation of the income. (26 Aysan) In the aetermination ol the
incone, the real problem comes uy, in the evaluaivion o1 several
items on the basis of estimations. O(ne ol the most ilmporteant
pdints is the inventory valuation. Anotuer source oL illb LHKe
is the indication of the expense items according Tto the accepltaunce
of the laﬁ as to their nature. Bott ol tiiese aCCOUNLLIE piote=
dures had to be unintentional tax evasions. <The businessuen are
ignorant ot the accounting knowledge and need help on these
matters. The next topic in the tax work is the legal prooulems
which arise often between the taxpayer and tne tax authorities.
This is done usually by the consultants of the firms and it is
mentioned above. (22 "anukyan)

The bookkeeping fumnction cof the accountants is tae sreatest

volume of work verformed in the market. o6uUjs to T0p of trnelr work
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is bookkeeping. This type of work comes from the small incividual
prop;ietorships who operate in shops as business units. Uhey
cannot afford to employ an accountent, ang usually hire part-tinme
accountants to keep the books up to date. A few or tnese trauvers
keep their own books. iost ol them do not xnow how 10 keep LOOKS,
and a lot of them are so busy in their shops or ofrices taat trey
cannpt find time to do this.

There are two.types of accountants pertorming this runctlon.
This is a clearcut classification. The first type is tune one wno
is constantly hired by an employer and keeps the books throughiout
the year in his own bureau. The second type are called tne
"travelling accountants" (Gegzici iluhasipler). ‘They work in the
place of the employer and do sorme work for a period ol time. ‘hey
leave the premise when they finish the job. Then; they take an-
other one, and they shift from job to job. A%t the end ol the year
they come and close the books. In this case, the books stay in
the shop and the chances of outsiders getting in touch wita tuae
confidential matter is eliminated. (19 Kovan, 20 Qtar)

The regulations about the bcokkeeping metiiods are not uniiornm
- and are scattered in various codes. As a result, there 1s CcOliu—
sion and considerable misunderstandiﬁg. The regulations are
principally in the Turkish Code of Commerce and iax Proceuural
Law. In many parts, the two laws are not consistent with each
other. Ln at least 30 laWs and several goverament regulations,
reference is made toc books of original entry. ''he bookkeeping

function will be more uniform if these inconsistencies are

eliminated.
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At this point, it is necessafy to discuss some of the points
about bookkeeping stated in the Commercial Law in comparison with
the Tax Frocedural Law. The former partially specifies some of
the books which are obligatory like journals, ledger, trial
balances and minute books, and leaves the rest of the supplementa$
.books to the discretion of the management. The statement runs as
follows:

"The enterprise should keep the books which are necessary

according to the field of work in which the enterprise
is and according to the importance of the work to tue

firm." (14 Arkun)

This statement is open to criticism. In order to get tue

+ maxinum use from accounting in a business unit, an accounting
system which will fit the operations of the enterprise nas to

be set up. Then, the accounts which are used, will gain real

value and meaning, by indicating the financial conaitions ol the

enterprise. Therefore, it will be more appropriate to restate

the above phrase as:

"The enterprise should keep the books which are necessary
depending on the accounting system used in the firm,
which most fits the organization and needs ol the

enterprise." (14 Arkun)

The second point to obe discussed is thne Iorm or the wooks,
Teday, nodern accounting tends toward mecuine accounting &ud

toward voucher system. The codes permit the use o0l vouciers or

any-columnar books, but then they reguire that all the iransacliols
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should be recorded in the covered books (COmmercial Law Article 0
Tax Procedural Law Article 183). The 1irst one is lor the intimal
use and the second one is for tax authorities. fhis is pure repeo
tition and a headache for accountants. The forms or books shouiu
be left free. But the firm should inform the tax authorities
about its accounting system and the types of books that it keeps
during the registration.

Article 70 of the Comﬁercial Code states that all transac-
tions should be recorded in the journal within ten days after
their dates of origin. However, if the transactions are recorded
on numbers, then, according to Article 219 of tie Tax rrocedural
Law, they should be recorded in the journal within 3 nontiue &l ter
their dates of origin. The Commercial Law has not suown tue
second case. Although the above statemenis are not consisteunt,
and faced with criticism, at least tue two laws can be nmaue
similar. What is the difference between s voucher and an i.voice
il the final entfy has to be on the common journal? The distinc-
tion seems to be improper.

It is required that the journals be closed and notarized by
the notaiy public by writing under tne last entry tne word
"GErilmistir® (It is checked) by the end of January. (Commercial
Code No. 70}

However, Article 72 of the same law states that the palance
sheet and the iinal balance can be prepared within the 1irst three
months of the next period (year). Therelore, the law should have
an article_étating that éll the closing and ad justiing entries ol

that year must be made within three wmonths.
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Thie following are the recommendations:

All regulations and documents must ve compiled in one prin-
ciple law and, in the other related laws, reierence should be
made to the principle law, or at least the WO laws must oe ¢ou-
sistent with each other.

The inconsistencies between the clauses of Tax Proceuural
Law and Code of Commerce must be eliminated. For instances

a. Ledger is to be staﬁped according to the Code of Commerce
but there is no need to have ledgers stamped according to Tax
Procedural Law Article 220. As no posting can be made without an
entry in the journal, it is not necessary to have the ledger
stamped.

b. The books of entry must be kept according to the Tax
Procedural Law Article 253 for tive years, and according to tane
Code of Commerce Article 68, for 10 years.

¢. The Tax Procedural Law leaves tue method of bookkeepine
to the discretion of businessmen, whereas the Coue ol Gommerce
| rules detailed unflexible instructions about books aund bookkee i
methods. This did not only add to the responsibility o1l tue ac-
countant and businessman, but it aiso meant a dreadiul conserva-
tism.

d. In our laws, there are conflicting articles over what an
invoice should look likes All these different types of invoices
nust be standardized in such a way that a2ll lines of activities
Jwill be satisfied. It is best to follow the method described in

the Articles 230-231 of the Tax Procedural Law.

The Code of Commerce does not ineclude all commercial activitied
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A number of leakages resulted in, for instance:

It is required to have journals notarized in January; however
in our opinion; journals should be notarized during the period
when inventory is. determined.

According to the Code of Conmerce, there are wwo types ol
books: Compulsory books, Tentative books. The law does not
require the enterpreneur to keep the Tentative books, but expecis
him to keep necessary books sulitable to the nature ana lunctions
of the enterprise.

In case the enterpreneur does not keep the other necessary
books, the compulsory books are also considered as non-gvaiiavle.
This is unfair and very arbitrary. What is the criterion for
"necessary books"? The article ought to be altered.

Second, the obligation to keep a "“Book of Inventory"
(Envantef Defteri) ougnt to be changed in view ol the practical
difficulty of keeping this "Book of Inventory". (Trial balance,
The practical difficulty will be the large number ol itens
.appearing on the book. They should be put into 1ists auu the

balance of the accounts should be stiown on the trial valance.




THESIS

ROBERT COLLEGE GRADUATE SCHOOL. N
BEBEK, 1STANBUL PAGE

IV. ORGANIZATION FOk THE FUTUnE
WITH RESPECT TO DEIAND

The accounting profession has been organized and licenseq
a8 an independent profession in aimost all the developed countries.
The previous description of the accounting proression in our
country shows that the name of the proression exists as a concept
witinout its clearcut functions and responsibilities. [t is a
protession without a specific title and witaocut any solid appear-
ance. 1t was visualized in different forms and shapes by aiflerent

individuals. ©Now, it is currently felt that something has to be

done about the existence of the profession in Turkey* Internal
pressures within the profession, emong the mewbers of the group
and the external needs for such a profession, have built up, to

' shape the existence of such a profession in & certain way. It has
to be formulated legally. The existence of such a2 profession
should fit the present conditions of the business anu ecoucmic
development of the country. The present level of econonic life in
furkey in its developmnent process, has increased the impori&nce or
accounting in the public and private sector. ln drder 1o keep

| vace with the economy, accounting proression had come te & level,
where 1% required eventually a specific cducation, enougll expe-
rience and 2 conceptual appreciaticn of accounting, and profes-
sional attitude. Today, in general, an accountant is not only an

individual who works for a company, but he is a person of respon-

sibility end integrity. He isat the service of many people delenaing




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, ISTANBUL PAGE

their rights.

It is to the benefit of both the potential members of the
profession and the people who demand the services of a protession,
to see that the profession be organized and institutionalized
legally. The existence of an easily reached professional account-
ant with an accepted and kxnown title, will mske the relations of
the clients and accountants easier and iﬁ rmore direct contact,

The problem that the business people, or people related vo the
business environment face today, is to wunat extent the pro.essiown
F wiil be revised, or develop, to attain an organization and pro-
I'essional acceptability that fits to tue present conaltions. wWnat

will e the standards of tne profession ana what level auu lypes

of responsibilities will be given, are the prevalling guesilous.
The determination of the standards will climinate tie dinerlicient
people with lnadequate knowledge. The advantages of this will be
twofold. J#irst, the members of thg prolession are in competition.
Théy earn their living by getting fees from the clients. Thereiawe
the nUmber.of the accountants will be limited and the supoly will
be adjusted in a controlled wey. The accountants will be in a

| position io know each other and to get acquainted with each other

in order to carry on their functions in a comaon way, on the

accepted standards. This will permit the income of the proiession
o be channeled to the accountants who deServe it. Seconu, the
.clients will be more safe with resﬁect to the services they get
Qfrom the accountant, and the returns or benerits Irom tie COST Ol
hiring an accountant will be grealer. ine reputation of tue pro-

tfession will be on high standards, and the accountauts' siauuarus

of living will IiSS.
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The underlying causes ol why the profession is not olganizeu
today are as Iollows:

1. The acéountants who are working in this field naa not
worked in a coordinated way. They operate wituout auy unity
among them. The accountants are all scattered and have no contact
witn each other. They act as separate individuals and act ac-
cording to their own discretion and will.

2. The accounting profession and the legal wWork were not
differentiated enough by the businessmen. This is true especially
in the areas where accounting procedures bring up some legal dis-
putes. This is somewhat the fault of the members of the proles-
sion. Up to this time, they were not energetic eunough TO iutro-
duce themselves as a separate profession witu its own fiedid OI
work and a different extensive education and traluing. vne malu
effort towards a sound organization and the creation ol e pro-
tession has to come from the members oi tie profession luwepeli=
dently.

3. The thira reason is the lack of ildeology &amoly tle
members of the profession. The accountants had not ueteriiined the
common goals and objectives of the profession. [Lhey have noti
built common interests and benefits fhat come from the establish-
ment of the'profession- There is no tooperaticn among the
‘accountants.

4. There has not been any powerful atcempt by the merbers or
.by the government bodies, to establisn the proiession in a legal
‘way, by passing 2 bill. This is partly due to the negligence

given to the profession. (6 Ervardor)
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Beside those four points, there is another point ikat suoulu
be considered. This is the role ¢f the educational institutlions
which offer the sccounting courses ana necessary kKnowledge ou a
college level. Beside %he exXisting memueis 0L Uie prolession,

- they should be stimulating this idea of the profession Yo iue
students. The nature of the proression, tne 1iela ol work 1w
covers, the role and the piace of the prolession in tune ecououmy
and in the society must be taught. The courses glven must wve
taught on the same level, and in a uniform way. As & result, a
background with a satisfactory undersianding will be created,
which will develop more modern and energetic future members of the
profession. In order to establish the accounting profession in
Turkey, the studies in the fielas of education, research and puu-
lication must be improved and aimed towards mouern accounting
procedures fror which the accquntants ol Turkey cen oenetit.

There are two basic gquestions which must be answered in a acter-
mined way before plannine for tne establisument ok tue prolensici,
The Iirst gquestion is who will be involveu in it at The ovoglnnuing
and later according to the standards wulcu are put out 1ur the

- profession. The second question is, what 1s tue rate ol growtu ol
the profession? Is it adequate to weet tue aemanw? [n order Lo
create a prbiession which means the establisnmesnt ol The STALGRIUWS
01 the present accountants, is there a need to stinulate tue
attempts towards an organization? If so, in what way do the
accountants hgve to work, and what metnoas do¢ taey have to use?
There are two basic alternatives in the creation of the proiession

First is the self-crganization in which an attempt and an eifort
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will come from the members ot the profession, that is, the present
accountants of Turkey. The second is the legal way which will be
achieved by passing a law. The profession will be organized
throﬁgh codes and regulations.

A commission was formed by the Ministry of rinence, sultan
Ahmet Commercial Academy and the Accountants! Association iu 1YuU,
to discuss the matter. The decision of this committee was tne
Second alternative, that is, bassiuy a iaw from the pariiament.
The idea is based upon the conaitions of tue broilession suau iue
attempts and activities of members towards Ori8uizliy Tie plCies-—
sion. The fact is that all of these elforts resulted in raiiuce.
There is not enough incentive and thelpresent accountants are ol
egble enough to create a profession by themselves.

The basic underlying assumption in the establisiment or 1he
proression is - that there must be a demand. Is there such a uemana
winich is strong enough to stimulate an internsal, self-development:
The answer to this question is partly "yes" and partly "no".
According to the above parsgrsphs, there are certain services
reqguired from the present accountants by the clients. bBut thewse
serviceslare not the services of moqern accounting runctions,
Auditing in any sense can be considereu as existiliy neltiher 1iu
* the banking system for the credit mechanism, nor Ior the 1ucoug
tax determination. Beside tuis, tuere is not a uemana Lor tue
services which will help tne managerial levels sucu as cost
accounting,.in the sense ol cost control or lowerin, cusis, or
designing better and efficient sysvems in the firms. IYhere is

such a demand by the large and usually by the competitive tields,
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but we can state that tnis is too little to be attrivuteu Lo &all
over the country. Today, neither the client hires an accouuntant
to transfer any responsibility to him, nor any organizaiioun
requires the apprdval of an accountant on the financial statements
To such & level of demand, the standards of the proiession cannot
be high.

If we look back to the history of such internal efforts. we
see an assoclation of accountants established in 1942. It 1is
called "Tiirkiye Eksper Wuhasipieri ve igletme Organizatsrleri
Dernegi". It has 40 active members. It is not active now- [%
has the objectives of establishing standards of the proiession,
and acting as a regulating vody. But now, it 1s almost uou-
existing. The headquarters are in an oifice ol aun accountauil wWao
is the president. The president is pProf. Usman iixkret Araun ol
the Istanoul iﬁksek Ticaret at Sultan Ahmet. AlmoeT N0 lulis L85
been done, because of the laqk of financial rescurces. lhey coulu
not even collect the annual fees, which ‘are 24 T.L. annuaily, trow
tiie members. There is not enough money to pay for a secreiary.

The objeétives of the association are stated as follows 1in
the constitution:

Article 3.

a. To develop the accounting practices and methods.

b. To develop the accounting profession; to protect the

| benefits of the accountants and to strengthnen the

relations between them.

¢c. To provide nign standards for tne plolession anu 1o

protect them.
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d. To act as an advisory orgen on the accounting problens
of the private and public rirms.

e. To eﬁlignten tlle management as lar as the organizatioun
of an enterp:ise 1s concernea. (13. sizamnane;

i The executive committee is comgoseu 0l three to Ilve ueubels,

The main functions which have to be done b, the execulive commlte—

tee are as follows;
| a. To work on the accounting methods.
b. To work on the organization of industrial enterprises.
c. To work on the principles of audiiing.
d. To make researches on technical terms.
e. Publications.

f. To work on business finance, etc. (13. Nizamnsne)

But, due to the lack of finsnciel sources none oI the
eXpected activities were c¢csrried on.

As to the second alternative, that is, tue legal way, iun the
cfeation of the pforession, a drar't of the u.r.b, biil nLas oveen
prepared and suvmitted to the parlisuent, I0r the veou8bliswlaenl
of the profession-‘ However, it is evident thai tie couuliloiss
are not suitable for the establishment ol the profession so

suddenly+. There are not adeguate number of gqual.:sied accouutanis

working independently in the market. Also, the profession is not
ready to satisfy the requirements of the biil. Therefore, it
seems advisable to prefer the self-establishment which is much
.‘leower. In order to attain this, more emphasis nust be given to
education, research and publication on this fiela. The financial

institutions and the “Ministry of Finance must be the pioneers in
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this field, due to the better qualifications or the accountants
working in these organizations. Then, it +iil be possible td
create the prdfession on such a level of standards to be ready
to respond to such s bill.

Although this line of thought seems reasonable, it is not
proper ror our country where time element is very iaportant ana
valuable for a developing country. It can ve expectea tuat lile
number of accountants with high stancerds will iucrease Lo Luture,
but, it is evident that this will ve a blOW process. o lraloe
such accountants will take tlme aru 8iso, witu the present Ulwel-—
standing 01 tne functions of tiis prolesvuion, there 1is lte uBlisel
of not acnieving better accountants due to a lack ol isceniive 1o
stimulate such a growth. It takes & lot ol tTime to shalge the
curricuium of the schools, to make research, aunad to translate suc.
advanced literature on this subject, in our intellectusl soclety.
The reason is again the lack of material and non-materizl peneiiis,
Fdr this reason, it ﬁill be less costly and more advantageous to
put the profession in a discipline by passing & bill, ana ii.nt

with the discrepancies that result between the standares reguireu

by the bill and stendards oifered by tre proilession. Later, 8iter

'the establisnment of the bill, thne work dole O 1l€ €QUCHLLIULL,

research and puolication,will lesa Lo greater interest, auwu Wils

stimulate the accountants to improve on them.

nevisions oi the draft will telp the establismment oi ture
profession sooner, and @ more easy passage oI tihe ovill Irou the

parliament will be attained.
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V. THE DRAFT BIIT AND ITS CRITICISH

The bill was first preparéd in 1937. ©Since then, it has
been subunitted to the parliament several times, and was rejected.
The draft of the bill had severzl revisions and was changed in
view of the arguments and criticisas lodged against it, There
was not a continuous study of the bill, Tut, revisions were nade
jor it from time to time when the lssue came up. The need for
the establishment of the profession came from several sources,
The University of Istanbul, the ilinlstry of Finance ard the
accountants had several times raise? the issue and workel on it
respectively to find solutions for the acceptance of the bitl.
Becides these individual studies, the most serious dis ussions
‘took place in the first and second Turkish Accounting Corgrnised,
A special conmigsion was formed by the congress to worl on whe
draft, The cdmmission also had the job of discussing the gboluo
of the profession end find the best way of establishine and ocmone
nizing the accounting professicn in Turkey. They had also dis-

cussed the difficulties that arise with respect te The present

aspearance of the accountants in their profession, The advant-

apes and disadvantages of the above mertioned establichrment ware
discussed to arrive at a conclusion in the shortect tiue.
jowever they worked hard, the objective was not reclized,

The ..ain revielon, and the last one, was made in 1655, Ister
+ith small changes, the final form of the draft -uae prepore’ rn’

AL
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Fehanmettin Ervardar, who was the vice-president of the co ity

N 2
Line IS LT S

subaltted to the parliament on Janucry 23,1900, The Srait ind
the report attached to it were prepared by the teaporary comnds-
sion of the parliament and put into the file, Tt ic melievor
today that tre bill is not going Y0 pass in the near fubure
since there are more important issues in tre parliament, In
addition, there is further opposition to the bili. The miin
opposition came from the lavyers in the earlier periods, The
parlisment is mostly composed of lawyers. Concequontly, the
bill ¢did not pass. That opposition no longer existe, but o

greater and more vital opposition comes from the rrofecsicn

itself. There is still not a solution found to this ecrpocition,

Essential Features of the Bill:
The preparation of the ¢raft was done with resssct <o ths

defined field of activity of th: professina weved helow by

selected by the second Accounting Congress, The variorz funr-
tions of Public Accountants were listed, vhich hal besern “sthei-
nined afber an extensive analysis of the .odern accountirg
practices, This anulysis was submitted to the porlic weniovy
éommittee by Fehamettin Erverdar, who is alsc & weiber of the
Jinistry of Pinance,
8, To set up the sccounting departents of coanercinl o
industrial egtablishments;
b. To prepare cash budgets;
4c. To prepare incoue statement, bal-nce shee
other nececsary financial state ents;

! To deterwine the ratlosz tht vil? reflaect The 1409
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productivity and earning powver of the organizal iong

e. To make cost analyses and deteriine the u-it cog

5s of
produdtion;

f. To check the productivity;

g. To give opinions on fiscal matters;

h, To prepare reports on the basis of aubhentic and veri-
fiable documents;

i. To audit;

J. To ammortize and analyze;

k. To arbitrate on accounting ard fiscal riatters;

1. To represent the clients.

There are two sets of requirements for the profession indicnter
in the bills

General Requirements:

1. To be a citizen of Turkey,
. To have the privilege of using the civil richts,
. To be honest and not ve convicted by the court,

]

2
3
L, To act according to the regulution of the nrofeooion
5. To be free of false bankruptey,

6

To be known as trustrorthy by the businessien,

Recuirements for Joining the Profescion:

1. To be a graduate of a college vhich sives the recernary

education and culture,
e

2., To have an apprenticeship of three years with o putlic

accountant in the activitics 13 hed cbove,

3. To pass the exanination,

Lo To get the licensze.
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Educabion:

It 1s necessary to have certain sergonal trodvs wnd erite
ac well as some basic knovledge to practice the professi.y, T
ils proposed thut accountants be grafustes of Hlo dnmctititse of
higher learhing, In Turkey, the institutes of hirhs Tengndope
that offer accounting gpecinlization are Collurcr of Mo e inn
and Corwerce (Yuksel: Tkti ve Tlearet Omll »f), Froolo, of
Zconciaics in Istarbul University (Tkbicat Felmtesi) »r»7 B o200
of Po?lt: 2l Sciencen in Ankira Tniverzity (Sl o0 B
Frkultesi). Recently, in the 11321s Back Tecinien? Trdso omot
znd in Rebery Colleée, schooles of Ruzmin_or A7 fwd sdhive wdon e

Tconenics have been establiched to offar rpoeinl neco i
urcec. The graduvates of universitize ohie 7 £ Ty R T
Afuinistration and Accounting should alsd be omhiu1. " o R,

@ publle cecountant, The sccourbonts * o L os Jodo bt oof
glon ongu® Lo be gradutes of thuse collges, The predns e o0
the Feculty of L&ﬁ should not be included in the -porm-r ) - 7
the reason thet law schools do not offer Myocourses on o Cans et
ing.  However, after hoving a gpeeial troinine, Hliom 01077 he
ertitlod %o practice the accouvntine ~vofarzion,

The nain scurce of fubure cccounbsointzs ra oo o zreiod
schoelg, They are cnlled "Ihicedd ve Ticord T19-1nr A "o tzte
The number of them ds yet gquits fer, The Iioh i az fr1le o

Ieotarbul Tkticadl ve Ticari Tlinlen Aole ioi

Golabusaray Cuel Tktizadi ve Ticari TT14las Al Jded-2

Sigli Ozel Ihtisadl ve Ticowi Tliuler Al 3

Anlora Thtisadi Tienri T1i-7oo av- o
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7

Eskisehir Iktisadi ve Tleerl "1inloer AT oo o4

Tznmir Tktisadi ve Ticapi T11 e A daded

Iznir Czel Ikbisodi ve Micard Tlimlex Aludo o4

[

The schools in the colleges are asg follows:

e

Accounting and Finance (uhosehe ve Malige)

Industrial Adwinistrsticn (Teletne)

Foreign Trade and Tourisn (Dis Ticaret ve Tuy-o.

Banking (Bankacilik)

Marketing (Pazarlama)
Bach college in the sbove list hes tvo or Shree ef the nlrevs
gchools, but not all,

The accounting and finance curriculun 3n tlere senosT s T
21l the seme, The program is set up for a B.A, Cacrees, TL L7
four years to get it.

The accounting and finance coursez are as follome

Accounting principles,

Internediate accounting,

Cost accounting,

Advanced cost accounting

Statement analysis,

Accounting systews and design,

Auditing,

Business finance,

Managerial econonics,

Banking accounting,

Insurance accounting
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Hotel accounting

Accounting Electronic machines

The number of students in these ccllapes vordor hotoapr 1

and 2000, The accounting students malte ul oot ons fouth o+

ctudent body. Although this number of stulents iz encush for -
establishment of +the profession, the rate of grodiuztaes
low,

In the education system, twe main problens exist, vwhich 1o
of vital importance, TFirst is the lack of text booke, In =on
courses, there is only one textbook which is no’ vritten or the
college level. Some are poorly written and, for nont of th:
courses, there are.no‘textbooks. The stulente shuly only fron
the class notes. The standards of the educstion is verr 1o,
Trere are almost no outside rezdings due to tho larmoare prohlo
iand no homework, The only mabterial is the class rotes which Jo
not contribute much.

The second problem is the lack of teachers, Usuwl':, -
professor teaches in two or three schools and the clorser ora
very crowded, The professor cannct teach ard offer mich emcn
ﬁhat he lectures in the class. The payment i: tco low, thervefon:
tire professors take teaching as a second job and usually have
other jobs ocutside the academic life, They co not vwrite tert-
books, nor do any translations, and hardly any recearch., We con

{ca2ll them "Educational Merchants',

ot

The first step in the establishment of the professicn -

revise and establish the education system and give the ilev of




THESIS

ROBERT COLLEGE GRADUATE SCHOOL
BEBEK, ISTANBUL PAGE

modern accounting ss an independent profesgion, with ilg accaph-

able standards,

Trainings

Two years of tralnll‘lg is considered nece. sary for the dav.-
lopment of effective Laturity before they are ready for recpon-
sibility. The period of = trainee can be reduces to sne year 17
he had been previously euployed eitier in tie privete or ovaur-
ment offices for a period of at least three years ¢on r necoun’ -
ing Jjob. The training period should never be crncas’lar R
gether in view'of the past perfornances, but it may be shoiben

It is essential to take an apprenticeship licence Toon Uh
association of public accountants (Serbest Hesap Intelhacgi-l.
Odasi) so as to start the training period, The zccouri nibe wh.

are 1ln this period use the word "trainee! 4in %heir procpoetive

titles. The trainees are not considered rs the sctive o bo-s
the profession.

The establishments in the private ard prblic sector in
which employmert of the accountants counts for the trair'ne
pericd are gpecified as follows:
| 1. Public institutions
2. ILegal institutions vhich belong te theo lHdvi trr of

Justice and Minisgtry of Internsl Affsirg
3., Public corporations
L., DBanks
5. Insurance companies
6, Private corporations and cooperatives vith a ot i-

capital abvove [ million lirg
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Finance is totally exempt from the training.,

Tegts

galned during the compulsory training period,

tain equality. Otherwise, a very subjective Jiscriir tion

Present situation.

IThe Classification of the Professiont

The prOfe sion of accommbteney, o cordips to the frofl,

An accountant who has worked seven years in the first &h

would be made in the profesgsion vhich will even agerrvats Lh

institutions and in the Revenue Departuent of the Minicsry of

The public accountant candidate must be sibjected to an

examination following the education and training pericd. The

candicates must be tested on the theoretical beeliproind they hew
bullt during school years and practical experience they heve

The tests should be prepared =nd cduinishares Jeintly by v
Professors of Accounting, the Professional Accovntrrts -nd o
representative of the !linilstry of Finance. The drcfh inclyiies
certaln exemptions for the training and testbing of acoountont:,
Hlainly, due to thoso exemptions, the opoeosition froum Hlic AP RN ECIE
sion appeared, In view of the strong objection ©vricad uver S-e

rnew Graft and the urgency of the situation, the excumpbicn- -t
not be turned down iy the parlizuent, Yet, the ewe.niions «iven
t0 the Auditorg of iiinistry of Fincnce {(Maliye llufzttizi), o»qd
Accounting Experts from tie Minlstry of Fininece (0 1iye Rowit
Hegap Uzmanlari) on all tests and treinivg requirvencnts s ool
be extended to the other competent acccuntinis fr oxiar Lo rin-
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divided into tveo GTCUD 5. rEiele & chuten T owe ot SRR
the Certificed Public Accountancy (Serbart 1rni e e AL I &
fellowes

as The candidete has to be gresu e o ko Qs e

' Political SCience, Belool off Tnw, Selze™ of Do

Commercial Acadenies o LNy Cvher coctosls - Rfal oo
accepted by the Minlstry of Touension to - coridey Toant

N | of the above schooles,

b. Two years training poricd with o Carsifie? T 1.

Accourtant,

c. To puss the examinstvion,

d., To get the licence,

It ie stated in Article 17 that, 3Ff tlho cow’So-b, -

' 1 vorked et least three years in the insh hoticws 17 0o e
ib counts as a yeer of the training poric’ e iv.d k-

The zecond group 1s the Oathed Coul il .2 Phlic Ano "
(Veninli Mald Musdvir) which de the oo crour vo oo s
"Vondnll Berbect Muhesebe Mubchaesicir, The rooviys ont- 7

this croup of the profcssion are licte” $n Avii-T. 17 T

. To practice four years cg o corhilicy Lo in SRS T
. b, To pscs the exonminelion (cecon” cona).

T‘ c., To ges the licgrce.

. It 1s stated in Arbicle 1! LThrd i the onr?ids dee 1 -7
airut years in the ecbove instituticre, 4 11 b- anouph for b
o vwork as o tralines with a "Yeriinli Mall [luegovist, Thic 4717
be the fmlfillment of the troinee vog ireien's,
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One of the voinbs in Lhe law nust Te hi-l

this i1s the dissircets ion Created Tetween the o h.wp = n

fecsion., Tt is ghbabted in the law, in The cabiclas Froe 1m0 or
thet a ssparste nrofemu1ona1 groupr chould
Tunctions with a lepal respo-gibility Thic 47 drcl om0,

L) .

acpprovel of fax returns and finrncial ehobe onlbe

a1
}._)
b
3
)

S .

ctiled "Yeminli Serbest Muhasebe Mutehassislici!
tion between the two groqps depends upon an i th ~ivon, dwAda
cating the honesty and independence of the profosrion,  Mhis <o
considered and generally accepted by the law to b oy a2 ni b
level than the ordiﬁary public accountants, MThey  on ah1in
ceccountants with an oath thet ic agtually a hirhezr 2oce. o2
promise to carry cn The functions in neccordines 4k - 1. -

and purofessional regulationc and stonlards,

The c;ndlautem for this level of btho profsrsicn b o 1 he
public accountants and fulfill the req irs ents pv o» -1 -c,
The firsh requirement is four years of ssrvics - o« oo dieroo
j ‘blic sceounbont. Obher reyuireacntz ro e e .

Teur years more than the normel Sreinips porlol nd el siw
,examinatibn. The candidete writes a peliticon ov” fond: 20 =y
ceogoclation te vhich he belongs andlthen, thie ngoooi Bl oonip
it to the Uﬁion of the Certlficd Public Accu rlorts Anmcciotion
with a report of its ovm and a confidenbial onoxy ol Hhe oy~
sentative of thé Ministry of Finance in thi® Azsccei  Uion, ™.
Firoion adds its ovn report about the conlilote cnd cands 5 40

‘the State Supreme Court of Finarce (Saiztay Balarlisil, The
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jcése of the candidate is discusse? in a comnitbes under Lh. | roe

sidency of the President of the Stute Suprene Court of Finnnce,
[The members of the committe are as follovo:
The head of the department of the State Suprere Court of
Finance which takes care of such cases,
The President of the Board of Inspectors of the Ministry
of Finance,
The head of the Free Expert Accountants,
President of the Revenue Departuent,
The head of the Iegal Consultants,
The head of the Tax Department, and,
Two representatives from the Union of Turkish Certifias

Public Accountants Associations.

The C,P.A. Chambers in the Bill (0dalsr):

It is compulsory for the certified public aceounbonbts to
'form and estoblish a chamber of the associztion in the "Vilogein
in which they practice. Meubership to that rzsccistion is
required by the law, The name of the "Vilayet" is abttochel %o
the chamber, for example: "Istanbul Serbest Hesap whehersislavi
Cdagi!, The establishment ¢f an "Qda" necds ot least fifseon
licenced, certified public accountants in Vilayes., T4 net, bthess
éﬁcountants have to register with the chamber estarlichzd *n th-
Fklosest Vilayet. It is stated in the lav that regicnal "0dslaxn
[%n be established where accountants from seversl vilsrets

in the chamber. The individual chambers join topether in an

b ssoclation which 1s called "Turkiye Serbest Hesap Mubehessislar:
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Cdalari Birligi", In order +o establish a chamber, o pon
from the Union and from the Hinistry of Finance must be srented,
‘Beside these chambers of Serbest Hesan Mubehagsisls rs
Yeninli Hesap Mutehassislari has to establish & second ch--
in the Vilayet where the greatest number of certiile. paRlic
accouﬁtants exist, All of these second group of accountr nts a1l
over Turkey h&ve to register to that chamber, It is ¢rlled
"Turkiye Yeminli Serbest Hesap Mutehassiglari Birlipin, Then
those two unions join and form a third unicn in the Vil et vhao
there are the greatest number of accountants frem Toth voops
It is called "Turkiye Serbest Hegap Ilutehassiclori 0osl: RinlZ -
(Turkey Certified Public Accountants Chambers "mion)., Trs oo
thirds of the board of directors of thiz Odaler Rirligi hor o
be from the Yeminli Serbest Hesap ilntehassislari, The Tniorn o

accountants establishes an instititicon to ao'e rrrenpeh, ofnor-

tion, and to publish the recent developments in tl.o i+ -«
profession. This institution ie called "Hesan Ihti: r oot
In each Vileyet, where there is e chunber, Lhna finf ooe of
Finance appolrte an executive or controller 11, -n inen ~Se-
called Mfaliye Murabhasi", This is & tool to kazepr bthe - zeccio-

tion under the control of the Ministry of Fircrce,

Disciplinary Measures:

It is the function of the boar’ of Jircchors of caecl ok b
tc take disciplinary measgures srd $o give vunishn -rnts, Toob
chimber and union has its owan ¢lseiplinary co viittee. Anv

tiong agsinst the decision of tie discipline cor ittee cor he
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taken to the Supreme Diseciplise Council (Yukgel: Digivliin feciis)

)

and the mewmbers of the Supreme. Discipline Council s f

iz Yollo s
The president is the president of the State Supreme Court of
Finance, two members of the State Suprenc Court, & . .euber of 4
Qourt of Cassation, the head of the legal consultentes of the
Mlnictry of Pinance, the head of the Fxpert Accountonts ol *la
Hinistry, the president of the Reven:e Department and, th. e
o the Taxes CaséatiOn Comnittee,

The decisions of this council are "siricti Jurdiegn, Mhe
punishments are as follow;
1. Warning
2., Second warning
3. 1000 TI. fine

L. TFive years of penalty not to tske part in the borr-

s
k2

of directors
I 5. Cancelling the "Yeminli' clzuse

6. One to five years of removing the rich% o

=
b
Q
[
W

h—é

the profession

7. Taking the licence baclk and discharsing from Hhe

profession.
Ihe Criticism of the Bills

The draft of the C.P.A. bill vas subaitbtcd to the reneral
asseubly of the parliament on August 19, 1963, The droft - as
prepared by the jlinistry of Finance to facilitsbe the Jevelon in b
[of accounting practices in order to speed p tlhe plo-ned develon-

fient of the country by licencing and orraniuirns t.o nrofzesion oF
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accounting. The profession describes «ao

SR . T R
R W N T A S T TS0 A PO S et

seemed. to he not in line with the present conditiocors of roooanmte

o L L ] Y i [

ants in Turkey, The draft has been attoched Dot dn ~roar

from certain aspeets, and it is generslly accented L, Uk
the bill is not &« satisfactory one %o :ealizz 4. SO TR A
the ne.ubers oi tlie profession. MTherc cre tro S TC ARSI SR

argulng on the éraft, Firzt lg the accountants e v et

of Finance who are in favour of . pracens Dy oAy

chunges befors it is passed. The sscon’ cTovy Ttk an e
in the market vho Zefend the ider of R R A T
draft on nost of the zections 4o ERCEA ARG ComEo

However, .any revisicns osceurred on “h hild W b oo o

. - . |..-',.,-c~,ﬁ B roTtral At e, .-r o Cramid
ot coue Lo & FACLELCSOr ) Level 10l nolo Lrnes m L

o .| ’ LI | B T e ST I -'. ‘_____g ,‘;..: P | o N - PR
wenfs, If pessed, will create sony coapl mitics 0
: 3 o e G ot T T : -
vooenglly solved in futere., This mor robrrt o0 RSdERE ’
Lo " [ N NS 1ilnd mi. ST ER : '
SLCOUNGARS DIGCLLCESs 1n UL oo ST, B

- ‘ =Ty - Il R AT - N~ e T S 1 m’ - L. -
ba osone climres on the hasls susegtal % .
liinges ere as Follow:
[T nome of the Profercion
TSR S S - - Car e e
= 47 P~ d o~ R AR e I At B R R _
The rame of vhe profeszion shosod i0 5. Wiy 4
Moot Cornar 4 L St RN S
Deavizlikt (Firencelal Constltint), Dho ~ras of o0 o
: I L PRt e B B B o -
. T R -t e bAlalky s oo T n
baen change!’ .28, F ,
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Brxperts (Serbest Muhusebe g ehusoicdipll, Tran, Uh o o oan e
to Serbest Hesap utehassis ligis, The weed Wdowm v (fao o
ked repleced Mfuhasebet {Accounting)., MThe conaagt o T
auch. broader than the concept of acco vnvine dn Terte,, Mhes
At s 1% not ¢lear encuch to define tho oreforeicon, Voo o e
everyday langusge, hus nany meaningec, T it s vral onle -
transletion of_the vrord "account®, then it 4. ARRRT o v
concept compared Lo the word "Accounting®, TH donc o» i
the modern accornting profession edthar, MWhreshar - PR
cipt, defines o broader profecsion more Lhon [ R R
in Turkey. The word doves not indicate or e noovihe s T
activitics of an accountant 4o 4he prople; hoarunz, oo "
1s coneideral as bookkeeping in Turlkey, Boreror, % TE oW
veed since the underctonding of accourting cuncst i1l - 1-
the minde of the zzople, (& Seyi 2)

Tt 15 pow "all Mueavizlil® (1o nclil Corsull =43, o
not the name of Lhe profesgion, nd it aolb e olronens nEL
E:pert Accountontst (Serbest Mliesshe o n2ist), T -
raplace leét of Tthe vord Muzmen® for Mmitabossis!, ing. T
cer is nof a Turkish word, but an Arahic 0.7,

Financelal consulting e only & porvion of v7e oo o4t -
cchieved by the przfemulor “hich needs to o Rligiagd, ™
1iaite of the field in vhich the piofession ~ 3111 ~woh oro b
brosndar und The age ol the Term "iiali lusawi-inm ohooe

{only the greup of acbivities, con lead us to nlmrltaush onfinrs
the future, The reason why most of the asccaormting wnh 'n
Curkey 1s composed of the tox worl ds Duc o Lhs vm o7 el oy
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condivion of the country. Tax work is dcr
consultents., (25 Duru) The goal of the new profegsion iz not
to deal with the tax work but to provice correct finmnei 3 $nfo-~
mation o the people who are concerned with i, Tho. 4ra vt < -
the result of the establishment of the nrofession
The tax returns will be more correct if tlhe hal- nco shinet nd
income statements tend to be more reliable, Tt is unfair to
visualize the meubers of the profession as tox vecnlos her el

them "lali Musavir®, (9 Aysan)

The Sepsration of the Profession:

A member of tne professicn, who has completed all of s
'requirememts, should be accepted to the prefessicn =itk -11 oFf
its duties and rights, The mewbers of the prolfescion chonl  reot
be divided into two groups called "Serbest" and "Yo . inlin, T
not appropriate to consider one of thew "Yeuinliv, tc rore nl-
tive and give the right of approval of tax ret rnes only To the .
Tf 1t is assumed that each accountent is & treetvorths neveon
within every respect, and ccempletely eligible in 211 the £3.0¢:
of the work, then, all menbers should be zgsiyned eancl piivi-
'ieges and duties, on the same basis, including the rnrrove? of
he tax returns, Otherwise, they should not be tnler irte the

protfession,

<t
ny
[
(9]
3
y
‘_l
'3
£
3
(W
<
@]
6]

This separation in the draft resenbles

. e A R4 =
o , o At e
coombentes arict,

~~

in the UV.S.A. In France, the twc groups ol nc
They are called expert accountants (experte courtatles) -nd

licenced accountants (couptables agréds). In the U,S.4., the s
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are junior accountants and certi ifie

g

accountants). Those different titles are used dneh

the sbtatus of the accountant in the orpanization,

is the same. They are similar to our trainee GCCO

difference whatsoever in the type of work done, 11
noet dbe attained by stating an oath or vor¥ing lonrer
tlie on some jobs., Tt is shovm on some basic shand
tive tests., Alco, if an oath is considered to
honesty, then, the other group has to state an otk

vise they should be considered as dishonest neonls,

£

glven to & licenced accountant. (9 Ayenn) (¢ Sovd

The Acjectives of M"Serbest" and "Yeuinli" (cor a7

These adjectives of "Serbecet" and "Yeuirlir v
The title must read as "iuhasebe Tzmani". Thers -
profession, sich as "Free Doctors" nd "Froo Terwom
'this, every meuber of other profession: huz to zwon

oath, bub they do not have the word "re:inliv, ool

vord M"Serbest" le used Lo separats the neubers of +

b thew can do tax work, The vord "Ye . inli" arises

Fo.blon of the profegsion inle Lvo creops, B, i

public ccco nbantk:

draft, are different, Ve may heve grch 2 clacsificnt

trec profession like any other profegsion, I beliave

roctors", Tt see:xs avkward ané improper. oo a3

t . be thie Tesult of the efforte to legalize th, «a =

o1 the expert accountants of the MNinishiy of Biren

Ml

L3

o

ocbjectives behindg those separations, and the sepsz-ti-n

-~ »-r-u
SO

ﬂfull rights and duties st be given, or rnone ¢ tho.

noo-

- .a—-—--—u---‘---.._—-..

(=B

1)

4
-
T

i

; e .

Lo prefen o

nco, SRR o
S
LT UL =

3 ;
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we do not need them, (9 Aycan)

The Influence and Super Control of the I'iriatr of Fin

the Profesgion:

The individual accountants and firie must not be vndoer She

control of the Minisbtry of Finance but nust be controlled by

thelr cwn associations. IF it is desired Chat the wroicanion

ne pre
should be established and develeped with the stne irsieht 10 huos
in the West, it becomes strictly necessary thet o1 covbho of
sauditing and'intervention by the Ministry of Finince shoulld be
xept at a wininmun level, 1In conbrast to the neaninges Jarmivl
from the proposals outlined in the draft, the profecsicn of
public accountancy is far beyond being a closely connascis? frg-

titute to the Ministry of Fintnce. The sbeolute conlrc? L 46

j

.inistry of Finance 1l presupposed in the draft concer ine 4ha
following proceduress The preparation of ad-issicn teste. set-
ting up the exan committee, establichine the codes of zhlics ns
nelty regulations. In order to protect the niblic nrestics of
tie nro{c sspion by securing enouph chle and coniid.pt 1w bars, Hhn
ad¢1nlstration of the procedures mentioned sbhove, nho1d he 177
o the professioral ﬂ.soc1ﬁ*13ns. The profogei o of cenb a0

piblic accounting in Turkey, in cocordance v 'th 6o o oovsiod el

.

> ] - T L2 ~ g - 2 LAl S IR o et . I b
©.iu8, 1o not only related to bucinecs ingtit Licrne of our coombs

ond linistry of Finance, but is alse cormncoeto) Lo Slo Tiinigiees

e a rra = . o I S S Lo L a0 L~
Coaerce and [liniet ry oo Induc [V A e o Ll y Gt CUMOIno I
N - . 1 r -t - T 4 . 5 .~ *
K> oreofession only by the ~letir o Finoee o S

ks

[~ fact, the profession shiruld be covak’ 0007 on® srperd ol -t
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viie conselenti

cus efforts of ite aubers, 700 bo-ot; T i
the preblen ig to let LHre asgociaticng and dvddvi e 1o o e o
pletely independent. The other conntrice Rewve alg vor ocet e e
vhis elternative; for excnple, thers wrs nc Lo of wewooont
remilate the functions of She srofession in Erol NS, Sed e
snd Belgium., There nre cerbrin countries ~Ters 4le MM
establighed. Bubt, these lawes nre cstablisr o, - fhap = TR
cion 1s organized by several ascocietions +hich ool S
Tunctions. (24 Barlas) (25 Daru) (6 Sayi 2) (o0 o)
However, the guestion of "How shall vo 1.owa fhae mien? 240w
the profession to necn-existing nssvel fiore - 5+ % CTonTe?
vy arise. This may be settled by the te DI T et ey
P11, It may be stoted in the articles, of ¢ to. oo T e
to cobablish a Yeoporary comuission vhich dg ree srniihl- o 4
regulation of the activities of the profezcion, The o oF
this commission will be from the Mnistr, 7 T o, O T,
Trduztry, Torkish Cdaler Unicn, Turtisl Bonlis Tmion, Thet--oo fr
ards 8%ate Council of Tnspeclhors,
The draft has measures Hu enforze Tlic'pliry in b omic
zion, he profession comns undar the oha i Lo nomtw T -2
inietry of Finonce, TI9 v3111 compleboly lose d4o rof o 0 "
oo folloving facts enbediczd in % Terfh oof s WInT
1. ALl regulations vill bo Jroafteld o 0 - pprovad herodh
Hinigbtry Pin nece.

2, All Jecisioneg will be made by fre officlals of thy
Minigtry of Finance.

3, Anditine 117 be crredad oot hos dl Tttt
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Public accountants with degres

not practice unless & licence ic
Ministry of Finance.

The officisls of the Hinistry of Firnnce ~re

tible of "Public Accountsnts" withaut ary i nt

testing and even without theopinion cnl consant
professional association.
Exceptions from training and teeting can ho i

by the ilinistry of Finance.

In disputes over the scope of the accounting npe o

the final word is with the Ministry of Fincnce.

The title of "Certified Public Acccurntenmbs" is ~fwow o
2 candidate vwith the recommendations o Hbh. fouroont -
tive of the Ministry of Finitnce in Lhe csucel Slenm. T
& committee whose meuwbers are from the Hinirtrs of
Finance,

The aduinistrations of the profeszion, Bt nl Ioi-
ponsibilities are left to the "Yeuinli Accoun’:mbnm -
are appointed by the llinistry: ¢f Fin-nca, This 1o "
to the fact thet two thirle of bhe .oobors iy f =k
board of directors of the assccivtions (00-1.2) hWr 50

be from the "Yeuinli® group.

The representative or the 1nspector of the Minlelyy of

Finance inepoctz the activities cof $ e oukers
"0da” and can report them in case cof any Jigout

disciplinary comnittee, The divc. gsions of blhiens

cipline comnittees can be chnnged by the Hinieh

ER ok S
.,
b

U T
of hehE
L 4.1 -
L Te Tl
N
. =)
I 0l
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Finance, which detemmines the procedural ways end reguirensnts

in which those compmittess work, and also deteriines the cases %o

f)

a2

3)

be taker which require the action of these comnittees., (6 sayi

The organization of the profession becomes a governnent
agency when it is attached to the HMinistry of Finance, due to w19
control measures listed above. A najority of the members cannot
nalke de01s1ons on any aspect of the profegsion because they Jo
not hzve the privilege to do so, Therefore, th. profession lon>]
the ability to grow and develop, since it camnot control nd

egulate itself, Although we believe that a contrcl ovar the
nrofession is needed until it reaches a level, at the moment,
it 1s not correct to gilve this conbrol to a single adninistrativ
tody. (6 sayi 2)

There are certain fields of activity in vbh'ch the Iinistrr-
of Finance can be helpful to The prolression, The dnistry of
Finance can cooperate with the universities and large breinesc
firms, and can deternine the standards that will be vge’ in
future, The Ministry of Finance can provide the ficea? advrntalw
thet are expected from the sctablighient of th- professlion by
reinforcing the present shbaff of the linistry, (Coilechion of
tex and approval of tax returns.)

Ttis not compulsery for the tax »narer to call the account-

ants for tex work and approval. Bub, when svch a service 1lg Jong

[

ig conzidered as an squivalent spproval ol the iaistry of
A¥inance. The puhlic accountant hsas the regponzibility, tut he

can deferd himself in the court and clear the cese 17 he can

cuhait enough servicesble evidence on the Jocurents of the Tex
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payer, und the default comes from the lack of informslicn not
submitted to the accountant by the client upcn the regrech of
the auditor, then the tax payer is responsible for the tax
gvasion,

The close control of the Ministry of Fincnce ig espocially
fz1t on the "Yeminli" group of accountants. Althourh they are
the main group of the profession, they tend to be a member of tha

tax revenue agency of'the Ministry of Financs.

The Exeuptilons From the Exanination and Training:

It is essential to reuove the exemptions glven to the ins-
pectors of Ministry cof Finance, and tax avditors

cf Finance., The functlons of the certified public ncconi nt &
rmuch broader than the tax work done by the accountants ¢f ths
Minigbry of Finance. It cannot be accentable Lo assnne thid
Lliese people have goinec encugh knowledre on the cvrersll nrnc-
tices of accountancy. Thereiore, they cannot be conziliusred
eligible for the profession, Tt can be correct v szouws cbont,
to give those exeuptions to the people In the Tinietry, 1T
profession thot is going to be established 1s Finnnclal Corenlt-
ing. The licensed accountant 1g not & financicl consultnt, bt
he is an expert accountent. Ther: i & clear Flvtincetion babre o

c certified public acccuntint and & fineneicl consullont,  Thero

o

1o3h not he ony distinction ketwaen rn erporiencsd peroor in b
cork and on experienced perscon in lav, ags Lir oo buiep rocindidow]

(o7 the profassion, Thersiore, they hive o be trested in Th
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Here, we have bo throw in bic Opposiic arfuant led by She
accountants of the Ministry of Fivrec., Mhe brincinle Yembodn
nind dullng the preparation of the Araft -as ho orparize the
trearl o the profession in the beginnirg, as & shart Yoo,
wo decide what vas the cream is very difficult., Ths rocourtine
profesgion in Turkey was artcblceﬂ hyoe grot wartols of ool

g
aris,
Thoo it
EE R
the term ich connotes prestige arl o hirher Lovel =F ncooe -
in the bugireas ervirormant in Turiey, The ifer wg to Iemen BY
ctandards of bthe profession as hirh zg ooncible in oxder 4o
efficiont accountante in the il 2 cia
the title of Miali Mesevizr, (20 Ropleg!
(?5 Duru} A rough stuly nale by the Hinishry of Pin: nas oy -
wocounting functions performed by the Trrovrm MInli Ihia orien o
been ugeful for drafiing ths funcbions expochod e shee profar-
gion., Tt was understcod that the candidntzc fro the crcfernior
in the marked are so fev that the scconnbonsz ol th- ot of
Finonce vill dorinate the nurket by becoming cartini ~urlie
rccountante %h‘qnwV the ewcuptions, ‘Bul, coodr for She erls of
tha profession, the MBnistry of Finarce cloine th bt the covs of
ti:z profession will be the sccountants of the Minictrs of Firirc.
(Megap uzmunlari), The reason for.tbis, 28 they ecladin, 1o ths
pravelling conditions in Turkey., The condivio of the coonur;
Crante o chain reaction, TFirsh, the profession rvot be osbah-
Liched by o law, not by = rzoderl ovslonsert vithin Thezly, oFr
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e
o
L
ct
O

profesczicn, (24

easy for then to

sgcure an lncone,

i

vho are the main

of admission end

start working in

The defensiv

I the creen, should play a vole in the as ¢hliziziont of e

retirement plan for the asccountants of

che profession ic far beiind the DIOCTIEE . da 1n Lha oot

SRR
—

1ife. B8econd, the preparation of the law hes to he nole by ke
“inietry of Firance, of least under its ovm control, Third, if

it is so, the accountants of the Ministry of Tinince, heins o

A

?

-t b b

Barlas) (25 Duru)

The oppo site grow thinks that the draft of Lhe hill de o
I o D
h

The accountants of the Minlstry of Fincwnece calim thet 4% is not

7¢ into the market, becavge thev do not ¥novr
, AT

much about the mechanisn of it, and it 4s difficult o Then o

cetablish the neceszsary reletions with the clientc in ordor Lo

They =zzy thet they are juct o criterin on

qwhich the stendards of the profession ars based, (21 Az oon}

The profession will be in the hands of the paeople who sre

become the majority and control the prefaceior

from the exci and treining period vill 1mls £l
accountants automctically, The cnllere rre dveie
gource of candidetes, will choose the eanzier o

eliminate the burden of tokine an everiinctior

cnd e long training period., They will hecore civil servente =ipnd

NSy

the Ministry of Finance. Ac o result of this

frocedure, the profession will not heve any merbers vho have o

ractical background on the field of work., (16 Aygen)

e argument on these exeumptiocns ig made by the

finigtry of Finance in the following manner: T+ ie clnined Lha;
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the requirements to become an expert accountunt of finance, bo-
lance the requirements stated in the bill., A collepe craduate
has to pass zn admnission test before beconing a civil servant.
Then he has a three-year trzining period. At the end of the
training period, he has to pass another exa: vhich-will entitle
him tc a licence, Then he has to work two more yvears with a
senior expert accountant. These two oppoglve points of view con
be compared.

A mechanical problem arises due to the text of the draft,
There are two main articles on the exemptions. One of thea is
the permenent article 15, and the other one ie the te.porary
article 3. Those are the articles vhich rive th: exaumntior
rights to the accountants of the Ministry of ¥inence, Trey are
almost identical. Therefore, which one is true, is the debate
which puts the two opponent groups into this strugele. The
{ Hesap Uzmanlarﬁ claim that, until the chambers and the exan co..-
.ileslons are established, the teaporary article vill provail nnd
'create the members of the profession. On the other hwund, the
other accountants claim thot there is the permonent srticle ~h'ch
will stay, providing Uhe exemptions forever., The problem is %o
gev rid of the article 15, {25 Duru)

| In addition, those exeuptions will toke the best personnel
fron these institutions to the nrofession. The qualified per-
connel will enﬁer the profession because there is & better chance
of having a higher income than vhat they geﬁ as salaries, The
personrel available in the i#inistry of Pinance is Just adble to

check the 1-2% of the tax returne at present, If those civil
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servants find the Ffield of certified public accountintbes more
attractive, the Ministry will have lezs accounbonts to check the
tax retumms,

Due to these reasons, we believe that the ce exemntions shold
not be given to anybody., These exeuptions do not evist in any
country, However, there may cone a question about the initial
period in the establishiient of the profession., The comsission
we mentloned above, can prepare and give the excms., If those
exemptions should be given, it should be on a Temporary basgis
and not last more than two years, This should give a choilce %o
the accountants in the ministry who have had = long experience

znd broad knowledge of accounting.

Ihe, Definition of the Profession, its Field and Tinitotionss

i . - —— b

The second article of the draft describes bthe niture ard tha
methods of the profession, and nanes the books of oricrinsl enty
Vith ewbremely concize and insufficient voriing., In efiect, tle
profession includes all the activities vhich are left out o * k-
definition, The left-out activities relate to:

a. All zccounting services;

b. Business aduministration problenc;

- ¢. Figscal policies,

Tioa

[N

B4

ield ig very'broad an? unlimited, Unler the circun-
étances 1t will be necessary to refer to the Hinistbry of Finsnce
for the interpretation of the law, On the other hand, it is
evident that it is rether difficult +to decide on the matters

viiich have not bezxn cles iy defined with reculations., (6 sayi 2)
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~The draft or the bill tends to be rother o tool of fiserl
o)

authorities. Th: T

[

t
scal side of the profession hus beecn eipha-

sizzd, This will be on lmportant step to nele Lhoe figeal organy
of the country more efficient, The metivating iea behin® She
law seems to be the improvement in tax collections., The new
C.Pho's would be primarily an extension of the tax arm of %he
governnent, the weight and Importinee given 4o the "Catled
Certified Public Acecountants" who only have the privilege +o
certify the tax returns. Tt also fupporte ocur arcumoent ac far
az the fiscal side of +the law is concerned, The nain boly of +%
profession is the auditors with the right to andit tex certifi-
cetes (beyanname ) whe become C.P.AJ's throurh the exemtiong, 1F

[ trhey should, from the Hinigtry of Finance. Th:

{
1
o
[
D
@)
5
i
(7
Iﬂ
D

tions by which they would he circumscribed, put them in Lhs cliax

of civil servants. This will be » hendleap for tho wrofec ion

o i L= —?-',

| 2ince other fieldg of esetivities vill not devolop, itk Lo

erception of tax work, Tt will nmot stiuvlote the fevelopient of

L}

“ne other services, described later, vhick C.P. .'s in oblor

countriss are eslled Lo render, (21 Arlun)

» the crticles 1 1lirg Lhs
2meiphion of cccounborts in Gricning and exi inctior, rrlicles

1bility requirencnte on £h- Tirocevtotion dn o cout

croothe vipght ko anerove any gBelben nt and bh osrbicler om

Foquired rights (Mulhezep W klar) sre not clonr ond irfom.tdre
Lf Loy

- - B PR N oy o Pl SR | . e -~ L - R TR
2ot the neture #nd ecope of the achiviiio: of public acconti:

H O 2 . R P - - L
Tt 1o eary to decide on the fiscul e tters,  Hevover, the

.c.;,

L

PJ-:“TJHd:ﬁ“ ALY meRtewe within Bh o mfemites Ve oo 044
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Of course, all these funcbiors ape of great apslstarcs ir

-
EN

nancial adrninietration, personnel maner cement, Indusbric] rels-
Uions, muarketing, and production comtiol. An aecountont contr -
hutes Go the menagement by his data and interpretutions, but ie
not competent on all these matters,

here is no clarity in the expression Mitn:igesz the Worke"
{(Isleri yurutmek), In paragfaph 13 of the gecund =znticle, “he
veri "extensive education™ (telris) is veTy general, Tt ig non
certein that the courses in the universitics nect the recuipc-
nents of the expression "extensiwe education" 4o bocow e an

accountant,

qurte

The n]”hu Lo Repregsent the Clisnts in th:
JORA
st

Y
This issuec had been subject to = Tong opnosition by ths

lrwyers., It is ebtated in the Lhird arbticle oFf &he Jraft thek
the people, only with =a certifieﬁ public accourtont licsnce, con
corTy on these functions, One of %he Tunctions in 4he 1irt
which ig stated in the second article of the oruft is to repre-
sent the client in the court. This function isg only assignel Lo
the Yeminli Serbest Hesap Mutehassislari (the sccountrnts vho
shoted an outh). It 1s slsc stated that the privilere piven to
the lawyers to dofend the client on the finsnciﬁi natters in the
coﬁrt vil) prevail, This sibuaticn creates Hvo compabling groups
in the narket, As a consequence, some of the lawyers vwill lose
their jobs relating to the financial matters,

It is thought that it will be apnropricte Lo give this right

to the accountants, considering the savings that the firug will
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nale by hiring one person instesd of two., The single person will
be both the accountant, usually the finencisal consultent, and Lho
lawyer, Prior to this, each firm had to hire two veople. One
financial consultant and one lavwyer were eumployed by the munage-
ment., These accountants should know enourin about the law to
carry out these functions. They will be examined on the lavsg ond
legal procedures in the admission exauination, (24 Barlas)

The idea is not to eliminate the lavyers from the fiela

but to provide a better group who are more qualified to discuss
the financial matters at the court, But, on the contrery, the
underetanding from the draft had been on the other direction vrs
loviyers raised the issue, Tt seeins now there are the two ~lter-
rative colutions: First, in order to stop this opnosition, the
sccountants will not take the representotion right snd +thot
vrbicle will be reimoved from the draft, Thisc is not o prablen
Tor the acéountants. The second, the nartet will deter ine the
crse, The conditions of the wariet vill eliincte the larvyers
“ho are not competent for the financinl nabbers. (1C Aysoon)
Trere is another problem within the profession, The repre-
‘Sént&tion.rigqt must be given to everybody in t' & proefession,

A the present, the draft states that only the Yeninli Serbect
Yegan [utehascislari can do this service, Parallsl to cur cri-
ticiems about the separation of the profession, we may say that
this is awkward; too. The differeﬁce betwsen the two grouns of
gccountants, the eligible group and the obher which is not, is

not stated clearly in the draft,
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This issue has been one of the big obstacles in the crguni-
Zebion of the profession. The tendency is tovard the separation
of the field of lawyers away from the field of accounting, It i:
left to the client to choose either an accountant with a know-
ledge of law or a lawyer with a knowledge of accounting and

finance,

C.P.A, VS Tax Consulsant:

Another current topic related with the C.P.AL law was Lo
chepe the profession by defining the field of worl so =g to
lcentify it clearly from a tax cons nltant, The need for the

ldentification of the profession arises from o debate vhieh Loolk

plece 1n the earlier periods., The bill was not drafticd within

A

tie understanding of classical accounting that is meinly bax
determination, but took into consideration the modern accounting

theories and expansion of the accounting field. The arcumant
P { 3

g

ves that the Tield of accounting identified 4n tlie drsflh ves Loo
broad and there is no demand For sueh an expansion in the ficls

of accounting in Turkey. Today, most of the accountine ~ork i~

e

Lax worl, and there is a need for the specialized tax consultant:
ingbead of certified public accountants.  The people vho favores
this idea preferred a draft concentrated in the fbrnllation anc
organization of a profession called ™bax consyl vente", Thig ie

& short term understanding and does not fib o the development,

On the contrary, the draft

Cu

escribes a differvent profession
viiich robler tends towards the uansgerisl accounting, Therefor:,

the profession is broader than the tax vorl and eimilar to the

ores ir the West, Tt ic o long ber . view pnd 3+ 5. ezgantisrl
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Tor the developuent of Turkey. (21 Arkun)

When the profession is defiped Ghet vay, the newbers of the
profession who will conduct it has to be equipped :ith cerbain

krnowledge to carry the finctions of aoderr accounting, Hovever,
| the acbountants in ouf country are not sufficient and able if
such o fasghion, Therefore, the'question 18 now, ~hat hae to be

“one. Tt is proper to esbtablish Lhe prevailing

b
G
{
]
o)
i3
[
A
-
&
—
]
Loy
b
:
-

“est, Therc may be some conflicts In the adrpberbility af the
senbers to those standnrds. Tt will he Convenient fox LGho uei-
bere, 1if the lew is drefbed o lithle bil move elagtic with no.

tomporary srticles, Fou exeaple, to exbend ews pitions fur e

Thie digeuzsion brinco ue to hhe corprel ar the MMeicte, o0
Finrrce on the orofession. Mhere 5o Gortrndieticn in tho 2y
Cotuet is, since ve do nob vant o oratozedon of Trrn cuncnIhe
Cindy on tax voxl, fiscel suthorities rauet bo Lopi nvony T 0
profession, Tt 4s o zreat adstrle 0 concllar ha nrefrzailon
neor vhe conception of oluseior] seccunting s o woviod onoer,
TEhe ala of the I 10 o sebadlish an indepondont Loofo i -
wodern wem oorial accounting, it st oldgin Lo s a cebrol
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VI. CONCITSIONS

Tosult hes not been sttoined wvel Do

R Sl N - 1 L T .
SERCTEagis Ll e

irterest in the drvaft of ths C.P.A. lavw hrd beon thinlmine on

e lutions for theoe nrcb’@m

L4 o 2 - Aomm o s
tha Tilen of the perlicnert o ACTIuT
In the public and wrivate sechor, mccoimi > s o sho

Finarnce, nrofescors of aceoe bing

e

LT e dale B — .

1IN EIeow in one . T RN ,‘l.j"“ [¢PRnat I
EUNI S SR | - T o~ 1 - ven Py K3 T 2 T e T .
nisretcod aven afbor such o snnll survas L oning, M o7 v

studles snd achivitbd

_oinz to ke Jone curnot be unde LTDCUO nniess the parsor cam ~o
Gt Into the Tileg, drovere ¢nd bookshalwec,
bz surface, Bvery ducument ke been loched vy

P SR I, - ~ e - 4. i 4 ki
thobe whorm Lo any of the interested rouns. A thorosurh invest

Lotion of the prodlen, and o final solution, necds a couple of
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It seems to me thut the vital nroblen thet concerns the

necounting soclety, is to fin? such & plan ot actien (o define o

et up a profession with $ts standerds rnd re letiions bhat f£it

-
La
rnogt to the economic conditions of Turiey. The proeble
: be

cveryday and nevw.points or areas have tofexplorated, A compiet::

. - A
Bl &3 DLNGT 1

Comprehension of the word "Why" needs a lot of time, Why Ton'th
vie have vhe bill passed? The ginple answer 4o thot questlon is,
beciuse it is too complex. It has several aspects which haves to

te cleared within a certain time. But time is not enough,

ft

iaturity of the people buginesswise, or accountinglse, 1
needead,

The business community in Turkey has rather s peculisr
clagsification., Thet is, as far as the modern toole of usinest
Tis conoerned,‘the eppreciation of them is in grsably Aiffereont
levels in the concept of the businesemen. For exr ‘iple, there “-
Jan increasing demanc on the part of some Turlkich buninesgeonen for
icdern accounting techniques, such as standard costs, flexidble
budgets, bebtber internal control, more efficient booklseping, evar
vo some extent, machine acdounting, is recognized, However, on
whe obther hand, -e find brsiness units who practice the old
classical accouﬁting that 1s just composed ofAeXpense snd revenna
accounts with a ledger vhich has a large payroll section. My
conclusion is that, there are peaks zand dowvns and not & gteady,
parallel development in the minds of bus ¢ilnessnen, as far as the
iice of accounting is concerned.

Several ways to the attainient of the goal have been blocked

in cerbain ways., Turkish fipsrciel accounting pracvics iz 7 luoct

iy
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enbirely determined by a series of Turkish laws; the law on tax
procedure, the commercial code, and to a lesser eoxtent, the
income tax, There ig almost no freedom of action added to thess
laws., We have the corporatlons law, workers' union law, etc,
vhich ihfluence the nmatter organizationwise, The influence of
the laws can be seen on the draft. The fiscal side of the draft
is more hecavily worked out as compared to the accountinﬁ aspectz,
ne draft is somevhat prepared as & remedy to the disease of tex
collection., Because taxing is a fiscal measure, especially the
determnination and the collection of the inceome tax is a probleun
in itself, Tax evasion is rather a custom or o very friendly
term for businessmen. The main reason ig thet the sanctions cwveo
not ade@uate. The people vho prepared the law, though thav the
ereatest use of the establishment of the profession will be the
benctits gained wifh this respect., This was a tool vhich they
Aused as a defense for the bill, or in order to puss The bill.,
The defénse.has to be done to the people vhe are sgzinst Tthis
nrofession or who are far frowm the concept of this profession,
T think that the second phrase is bebtter, because today nobody
iz against the profession of certified public accountants ac a
hrinciple, but sgainst the detaile, if we can call then debtails

This line of though crested a class of certified npublic sccount-

snte vhose function will be to audit only the tax returns, since
they won't have time to do other vork. They ill not have tine

ecause thelr amornt will be quite few, also the standards are

?_l-

[

h., Resides, not enoupgh people are at tle beginning beconing
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scubers to the chambers which will regulote The meubers of the
body. Also, thelr salaries will be high because I am sure that
the audit of tax returns willl be the highest-paid service,

Now, this nay sound good. Ilaybe the rate of the checlking oﬂ

 bax returns goes up to 10-15% from 2-3%, but this is not the

el

profession of certified public accountants., Perhups thot is
vhere the C.P.A.'s will moet use their independence und contri-
btute much to Turkey. However, the ideal C.P.A., Coes other ser-
vices such as auditing, consulting, desisning systems, cost
contrel, ete. |

This discussion leads us into 2 struggle between tTro =zclid
bodies in Turkey on this subject. T believe that, if that
strugegle never gets settled, the bill will never pass, This
strugele exlets between the accountants of the Hinistry of
Finance and the accountants who work independently (not ss inde-

pandent as a C.P.A.) under several titles and doing sone bagie
secounting work, such as bookkeeping. They are usually crlled

the "Mali Musavir® (financial consultant). Ths top o

o

1, not

sincerely on the part of "Hesap Usznanlari' was to organize the

o~

craesn of fhoae people and thet is why the draft was crliled
"Turkiyve Serbest ~ Yeminli ilall Yusevirler Kanunu", While these
seople clamim that the draft is a retirvement plan for the account-
ents of the linistry of Filnanc:, and cover the porscnal ben-fite
orly, the other party claims that their mental capacities are nou
gnough to see that this draft is for tie benefit of the courtry

firet, and benafit of the acccuntants sevond. Tt seems that thie
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idea is a little bit %oo natioralistic, but that matter is
comething else. T am not on either side, but just revealing th=
fucts here, There is some truth in vhat both of then claiiy,

The grestest disegrecuent bebveen “he two groups is on the

exeuptlons given to the accountants of tha Uinistry of Finnnce,

The draft with its present statuc i1l naver pogss This is vhe

B

T feel ofter having conculted o fevr of fLhe

The srticleg of draft on this iesgue havs

wive to be erncelled., Accordin ne to the accountrnts in the
Jnigtry of Finonce, it iz a right that wush be piven Lo thae
to be @ C.P,A, after vorking €0 many yeorrs aht Lhe Lo of the
ccountirg profession that s prochised in Turkey, I¥ do o frol
“hich noholy con Gany, thet "Hesap Tunmanlori are 44 beok
W'ccorntanbr of Torley, Bt 14 e sbill dcbheiable bo soon e
""" gthaer Lhey shoulsd ave th exe phione for fho ol i
R
i

1sh wnough to unke bars enercatic o3 cavablea of asl: he
Lhohing ehrndards =Glong ryons Fhangslves, becruwgs thod
Srdeing 23 ffrre crestly, T think $his is 2 vls in tha Sevalopir -
suontries, ecenscinlly dn Turkey, that evaerything hus %o be ~thin
The agmraciction of The lawe., IS is not recoomined unless 4 4

T thin® the vresent olon of netion ig ¢ chori=fer . ina,

e

profesciorn actunlly cannot he 2obabhlirla? p-n e bl kI
L*S
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the gtens of heconine a C.D.A. Althourh the nrofension
L [ J=

rryhady as a starting step. Refore esteblishiing the oo

orn vey of modzrn auditing prirciples, This +411 inject

111 hove a sound retkod ol extending credits,

ixd

Tork coopers L‘veLJ and pub cone repulabions thet will ves

L

cecounting systen in Turkey, TFor exa mle, ©

bl

1
1

e thres v

, the balance sheet -t irnclude the spoun

seecuntante of the Miniebry of Finance, Algo, GG vis

recently,  The anount of tax paid by the b

o

w
3
+
[¢]
in
D
Q
o
[}
3

e . . n [T P R . ol e - 1.
HIEBR2E, Thea crafo i1l bg: Lisw SULGE 70T av LA LIRS L FIREY

ezbabliched lepsally, it has $o be ceveloped laover bo oluce Si-

pelfon solil basis., In this end, evolullionuyry =teps, supnle-
ntery repulations or decisions muct bs Gulion by the publia o=
privete inctitutions, For exa aple, benkes nuct reculre nudited
rtotcients from the elients whe cpply for loane, This shoald
nov necessarily be an {ited statament by an accountunt huh b

banking gysten haa Yo be revised, Bonks mush be the plionsers -

bringing up the notion of suditing, They heve Lo cgboblich Lh~t |

concept of modern cuditing, end ab least help the Covelon.in’

¢f this gervice of the future C,P.A., Tn the meanbiie. b
The Ministries of Industry, Commerce £nd Firnsnce hrve Lo
bolince sheet have to be cancelled, and firme hove Ho Lovs ne

~ioonly one brlance cheet tc be uged in every ploce, Tor every

Pedd by the fimn o oa deduction. fron the net ircve, Thig

be en cutomatic decluration of tax, end help the ~uditing

1
resoure on the husirnessien to have & nore aceurate detern

of the income tax, There haz Tbesn an ette.plt on this dlre
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wublighed in the newspopors,

The development of capital market will bhe ancollier factor

vhich will help the establishment of the nrcfescion. The in-

-t

restors willl feel the need for correct financlal information,
and lobk for the approval of an independent person, Bub this is
too general a point., It takes longer thon we think to inclule
the smell savers and carry this type of service to then, becauses
i¥ the corporvations start to sell thoeir securities {one already
planned to sell:s Koc Holding Company), the buyers will agein

be the large savers with a ready capital to invest., But, it =111
be an initial step, and at least the idea of dependable stube-
ments will be brought up. The investors will be more consclous
of the changes within the balance sheets from one year to ancthar
cn a comparison basis,

The last project.on this long-term approach is to revige
che college ecducation on accounting and finonce., The idea of
C.P.A. will grow eventually vith the modern accounting principles
and the troubles that we face novw will be cleared Ly the tine the
younger generation is raised up. They should be the oneé wWho
rass this ill, They chall concelve the benefits of the C.P.A.
profeseion by receiving better efucstion on modern text books
ith a deeper insight to accounting techniques,

I hope the draft walts longer in the files of the parliament

efore being pussed because the country is not ready to accept

weh & profession as C.P.A., even not one like uentionad in the

3111, 1y opinion is thet we Should teake robther long-run measures

n.tead of passing the bill., Tt is quite early bo have the bill
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Lf C.P.A, in Turkey, for the life of a C.P.A., is not insureqd as

ell as its reputation and income, Tt is not clearly defined cuae
{to the reasons we discussed, MThere is still the Ffight going.on
for persenal poals and benefits, If we change the sbaff vho 1
prepared this draft, there will édgair be similar provlens, The
luporfant thing is to change the way people think when they rre
Wcalled for such a dubty, The environment hee to change in crder
60 meke them think different than the way thsy huve been uced Lo,
Tihe way I chocse is rather a long-term project, but the ti e
1111t 1s unknowm. There is ore thing evident, thed nececsity for
nocern accounting and C.P.A.'s, vhich go parallel to each othern,
1l increasing, 'So; sooner or laver, we will have the donditione
that will znable the bill to be accepted in an eagier vay,

Jithout much headaches,
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APPENDIX

Serbest ve Yeminli Migavirlik Kanun Tasarisi, 27 Ocak 1963,
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