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ABSTRACT

NEW GEOGRAPHY OF BRANCH BANKING IN TURKEY
Ozbek, Ojuz
P.H.D., Department of City and Regional Planning

Supervisor: Assoc. Prof. Dr. Melih Pmarciogiu

July 2002, 350 pages

This thesis aims at analyzing the spatial processes of money within an
institutional framework. Theoretical framework is based on the analysis of four
areas: money, power, space and technology. The study deals with the Turkish case
on two grounds: geography of money and geography of banking. The components of
the study in the Turkish case are banking, banking areas by provinces and regions,
branch networks, economic policy, new financial technology and institutional system
in particular. This study attempts to answer the question of how the institutional and
technological developments in banking have contributed to the processes of financial
exclusion, financial concentration and homogenization of financial space in Turkey.
To define these processes, a broader spatial analysis on branch banking by the sﬁges
of banking development in Turkey and its detailed analysis by a number of
geographical-financial variables (branch network, population, bank credits and
deposits) in the last-decade are made.

Keywords: Geography of Money, Geography of Banking, Spatial Processes of

Money, Branch Banking and Financial Technology.
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TURKIYE’DE, SUBE BANKACILIGININ YENi COGRAFYASI
Ozbek, Oguz
Doktora, Sehir ve Bilge Planlama Boliimii

Tez Yoneticisi: Do¢. Dr. Melih Pmarcioglu

Temmuz 2002, 350 sayfa

Bu tez, kurumsal bir gergeve i¢inde, paranin mekansal siireglerini incelemeyi
amaglamaktadir. Teorik cergeve, dort alamn ¢oziimlemesine dayanmaktadir: para,
gii¢, mekan ve teknoloji. Caligma Tiirkiye 6rnegiyle iki alanda ilgilenmektedir: para
cografyast ve bankacilik cogréfyas1. Caligmanin Tiirkiye Ornegindeki bilegenleri
bankacilik, illere ve bolgelere gore bankacilik alanlari, sube aglan, iktisadi politika,
yeni finansal teknoloji ve kurumsal sistemdir. Bu galigma, bankaciliktaki kurumsal
ve teknolojik gelismelerin, Tiirkiye'deki finansal dislama, finansal yogunlagma ve
finansal mekanin tiirdeslegsmesi siireglerine nasil katkida bulundugu sorusunu
cevaplamaya caligmaktadir. Bu siiregleri tanimlamak igin, Tirkiye'de bankacilim
gelisme evrelerine gore sube bankacilifinin genis mekansal ¢dziimlemesi ve bir dizi
cografik finansal degiskene (sube a1, niifus, banka kredileri ve mevduatlari) gore
son on yildaki detayl ¢6ziimlemesi yapilmugtir.

Anahtar Kelimeler: Para Cografyasi, Bmka01lk Cografyasi, Paranin Mekansal

Stiregleri, Sube Bankacihig1 ve Finansal Teknoloji.
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CHAPTER1

INTRODUCTION

The aim of this study is to analyze the spatial processes of money in order to
find plausible answers to the question of how the technological and economic
developments have shaped the geography of branch banking in Turkey. Drawing
attention to the notions of money, power, space and technology, the thesis rests on
three issues: the geography of money, spatial processes of money and geography of
banking. The last indicates that financial innovation, deregulation and structural
change have mufually transformed Turkish banking into a complex structure in the
last two decades. Here, the problem is that there has been little research into the
spatial dimensions of this transformation. Moreover, the institutional geography of
money in Turkey is under-theorized, with little attention paid either to spatial
processes of money or geographical patterns of branch and unit banking. Thus, this is
an attempt to redress this state by studying the evolution of branch networks of
Turkish Banks. The study attempts to bring these themes together in the light of their
geographic relevance. In so doing, it joins a growing literature in the geography of
money that secks to comprehend and to historicize the geographical patterns of
branch banking across the full range of geographical scales (national, regional, intra-

regional, urban and intra-urban).



This thesis is mainly based on a grounded theory, which emphasizes “the
human dimension of society” at micro level. Grounded theory shares the assumption
that “the social world must be discovered using qualitative methods and employing
an exploratory orientation” (La'yder, 1993: 39). Within this framework, the analysis
concentrates both on contextuatl (objective) and situated characteristics (subjective)
of any research field. The research in a grounded theory centers on theory building
and mainly requires qualitative data. Participant observation and less structured
interview techniques are mostly used in the theory building process. As an inductive
study, the thesis mostly uses research map that “describes levels of social
organization which are potential areas of research for those who wish engage in
exploratory fieldwork” (Layder, 1993). The elements of research map involve self,

situated activity, setting, context and history (see Table 1.1).

Table 1.1 Research Map for Thesis

Research element Research focus

CONTEXT Macro social organization
Financial organization
Regulation
Geography of money
Institutional geography of money
Financial technology

HISTORY

SETTING Intermediate social organization
Banks
Branch network

SITUATED ACTIVITY  Social activity
Financial transactions
Geographical circuitry of money

SELF : Self-identity and individual’s social experience




Both contextual (economic-political system and financial organization) and
situated (branch banking and geographical scope) characteristics of the Turkish case
require theory construction in the grounded theory. The spatial processes of money
within an institutional framework need to establish a relationship between state,
technology, money and geography. As there has been relatively little integration of
this work by economists and by geographers in Turkey, the study may be evaluated
as a first attempt in this field. The study is targeting to adopt a qualitative rather thah
a quantitative analysis and therefore, this research makes use of personal interviews
together with an extensive literature review.

Literature review aims at establishing a theoretical foundation on the
following issues: the spatial transformation of financial markets, the restructuring in
banking, the evolution of Turkish banking, the historical and contemporary
geography of the Turkish branch banking and the evolution of branch networks.

Personal interviews are important to gain information and provide a basis for
the questionnaire suiveys. In that respect, the executive officers of Turkish banks
(state-owned and privately owned) were interviewed. For the selection of thg
interviews “purposive or judgmental sampling” will be used. Neuman explained this
type of sampling in the following way: “it uses the judgement of an expert in
selecting cases, or selects castes with a specific purpose in mind” (1991: 203).
Interviews occupy a key position in the drawing of general picture on the
institutional structure and spatial organization of Turkish banking and in the
* determination of internal factors in the reorganization of banking functions.

Personal interviews are classified according to researph fields of the case.
One of them focuses on the historical patterns of branch networks, which involve the

banks’ own institutional geographies, urban and national distribution of branches and



the nature of the relationship between branch networks of Turkish banks (a
comparison between the geographical scope of banks and the historical
development), financial technology and economic policy. Depending upon the
tendencies of financial globalization, deregulation and structural change, the other set
of interviews are intended to draw the cohtemporary picture of spatial restructuring
and banking reorganization. Here, three types of findings are important: change in
institutional structure, change in location patterns and change in network structﬁre.
These are generalized in the branch system of Turkish banking at national, regional
and urban levels.

Theoretical background depends on the study of three interrelated areas: the
historical geography of money and banking, new geography of banking and spatial
reorganization of the Turkish branch banking, ‘

The historical development of banking in the 20" century signifies the
existence of an important phenomena: a development path of banking in which state,
technology, space and econorr;ic policy play their crucial roles in the change of
internal and external organization of banks. The growth of international banking in
the post-World War II era, the oil crisis and the less developed countries crisis
constituted important turning points in the last 40 years and financial innovation,
deregulation and structural change became the main actors in the evolution of
banking. Dow (1999) draws attention to the spatial implications of this
transfo;mation in particular to the parallels in the evolution of banking and financial
systems over time and differentiation of these over space. The internal restructuring
means the changing schemes of banks both on administrative organization and on the
relationship between bank-client relationship. Traditionally, the relationship between

the bank and its customers is on a one-to-one level via branch network and the core



banking systems based around the branch are unable to provide detailed financial
information in real time. In other words, centralized nature of traditional branch
networks constitutes an important organizational obstacle for the banks’ adaptation
to new financial procedures and real time transactions. Technology now offers bank
new ways of organizing their structures and of controlling their diverse activities
both in retail and wholesale markets. It is also becoming one of the main
determinants of how banks interact with customers. Information and communication
technology makes it possible for banks to develop a “micro marketing strategy” that
meets the specific needs of individual customers instead of traditional mass
marketing (Gandy and Chapman, 1997). Technology radically leads to a
transformation of branch structure and to change of the status of banking. Despite the
existence of risks in the change of the bank’s public face, the continuous evolution of
banking practice and information technology force banks to adapt to a new branch
banking system as a foundation of a new technical architecture: from the traditional
extensive branch networks to mostly decentralized, specialized and relationship
based branch structures called as “free branches” (Gandy and Chapman, 1997). Free
branches involve a wide range banking units from the traditional branches with new
functions to completely virtual branches. Hub and spoke branch system also
exemplifies these technologically determined institutional systems. The system
consists of market branches (s;;okes) which serve basic retail needs as well as small
business customers and a regional center (hub) which offer full retail services
(Borowsky and Colby, 1993). Today, technological mediated financial developménts
bring about a redefinition of role of banking firms in financial environment and a
restructuring of tl.leir organizations, but this does not mean the end of physical entity

of banks in urban areas. A need for survival of banks as a brand represents a degree



of confidence and a financial entity in the urban environment. However the cost of
high street branch networks forces individual banks to redesign their branch
structures.

The external restructuring involves the relocation of banking firms in cities
and the change of their economic and spatial status in the financial centers.
Relocation process accompanied with a number of developments of branch and
headquarters. At branch level, the 1990s saw a financial concentration process in
which the centralized and extensive structure of branches led to the areas of financial
exclusion. Despite the fact that new information and communication technologies
and deregulation of financial markets jointly make remote trading away from large
international centers possible, the same developments also contribute to the territorial
embeddedness of these centers (Budd, 1999; Dow 1999; Mackay and Molyneux,
1996 and Martin, 1999a). The concentration of banking in financial centers as a
result of deregulation and financial competition influences the spatial pattern of
credit creation and peripheral ‘regions suffer from financial exclusion caused by
financial center banks (Dow, 1999). The rise of regional centers in the European
financial environment supports this tendency. The regional centers can be seen an
outcome of geographical consolidation of bank branches that is ‘the closure,
downsizing or rationalization of local offices because of needing to reduce over
capacity and duplication of local services and of labor saving efficiencies (Martin,
1999a). However, new financial technology that is bundled with a series of
developments such as financial dis-intermediation, decentralization and the
emergence of relationship based activities can be seen as an attack against “financial

distanciation” process (Pratt, 1998).



These internal and external developments were also regarded as of the utmost
importance in the constitution of the historical and contemporary geography of
branch banking in the Turkish case. The historical developments that have occurred
within the institutional geography of money emphasized the path-dependent nature
of the Turkish branch banking in terms of geographical scope and institutional
system. The economic, political and institutional developments jointly have shaped
the historical geography of money in retrospect. However, the contemporary
geography of the Turkish branch banking is now characterized by additional
institutional and technological developments. In order to comprehend these
geographical-financial developments, it is important to define the roles of bank
branches in the financial landsc;ape with respect to the different functions of private
and state banking in Turkey. The Turkish case demonstrates well how these
functions of bank branches in the financial landscape are associated closely with the
constitution of distinct geographies of banking by a number of regional and
provincial variables (branch network, population, bank credits and deposits).

At this point, it may be hypothesized that the developments within the
institutional geography of money contributed to the emergence of spatial processes
specific to Turkey. These can be identified as spatial processes of money including
homogenization of financial space, financial concentration and financial exclusion.
Why regional and urban patterns of branches matter in the realm of these processes
are that branch banking contribute to local and regional-financial developments and
location of branches also reflect the most convenient areas of bank credits and
deposits. Related to this point is a central issue, which concerns forces influencing
banks to establish new branches. Saunders (1969) draw attention to thé two forces of

branch proliferation in “traditional brick and mortar banking”, in particular to the



relationship between urbanization and institutional development of banking. One is
the changing location of the population and the emergent needs, which can be
evaluated as an institutional outcome of urbanization in terms of money and finance.
The other force is the need to provide financial assistance in a growing economy. To
realize financial assistance, banks have to stay in the midst of commercial and
consumer activities. For the brick and mortar banks in an era of rapid urbanization,
the extension of branch networks was the only way of keeping pace’. Apart from a
concern with the indispensable role of branching in brick and mortar banking, this
thesis attempts to analyze the changing spatial and economic weight of branch
banking in the contemporary era of banking. In the same vein, the study establishesa
bridge between regional-financial development and location theory. The hypothesis
also attempts to test the correspondence between the existing urban hierarchy and
financially determined hierarchy of cities and regional nodes.

The repercussions of these processes discussed above can be felt across the
full range of geographical scales. With respect to regional and provincial
composition of branches by 'geographical-financial variables (population, bank
credits and deposits), financial concentration is most evident at national and regional
leyels while the areas of financial exclusion are visible at intra-regional and urban
levels. Here, an important question ties in with what makes these spatial processes of
money paﬁicularly interesting and somewhat unique from a comparative perspective.
The study seeks to elucidate this point with reference to the different geographical

preferences of Turkish state and private branch banking at urban and regional levels.



CHAPTER 2

MONLY, POWER, SPACE AND TECHNOLOGY

2.1 Theoretical Framework

The hypothetical structure of the thesis makes it necessary for a broader
analysis on the interplay of money, power, space and technology. Having started
with the hypothesis that history and institutional systems are crucial variables in
helping to explain the differences in the geography of money and finance among
specific countries, the natural next step is to probe into the spatial processes of
money in these countries. In theoretical terms, some differences in the
conceptualization of these processes rest on a temporal basis: the historical patterns
of banking and finance and the emergent technological factors in the constitution of
the institutional geography of money. The Turkish case presents a good example of
the convergence of these patterns in the emergent geographies of branch banking.
Here, to develop a proper perspective on the present processes of money and finance
in spatial terms, it is important to stress a historical-institutional approach as an
original contribution of the study to the literature. To this extent, theoretical
framework depends on the analysis of the interactions between money, power, space
and technology from a technological and institutional perspective. An important
component of the analysis, the role of state (power) in regulatory and public financial
space, is discussed in section 2.1.4 with respect to paraliel transformations of money,

space and technology.



2.1.1 Money

Before proceeding to a more detailed analysis of the institutional geography
of money with reference to the historical and recent developments in the scope of
branch banking, it is important to stress money in social, economical and institutional
terms. Both the indispensable role of money in community and its strategic place in
the constitution of organizational routines are assumed greater importance in the
contemporary literature of institutional approach in geography. The hypothetical
structure of the thesis, which fundamentally corresponds to a grounded theory,
requires this type of formulation of money as a component' in the theoretical
framework. The spatial outcomes of financial routines and processes depend ‘on the
comprehension of money as an abstraction and a medium of social communication,
which one can interpret as the “éonstitutive role of money in the real communities”. -

To answer the question, “why does nioney exist?” it is useful to begin with a
definition of money, discussing the traditional role money has played in the socio-
economic system. Lee explains'that “money offers a solution t§ the problem of how
to represent and measure value in a standard fashion and, thereby, provides a
language for social communication and a means of exchange acrosé space and time”
(1999: 212). Despite the familiarity of social scientists with debt crisis and labor
concerns of financial system, money is under-theorized in social sciences, with little
attention paid to monetary issues of political economy. Money has been neglected in
the social sciences because of “a continuing focus in some quarters upon the static
and the tangible” such as the fixed points of production. Moreover, this was because
some social scientists failed to deal with relz;tive issues of political economy. In the
meantime, relatively little attention was given to these issues by the Left which

particularly have directed their attention to “the exploitation of labor” as the main
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weakness of a modern global capitalist system instead of monetary system
(Corbridge and Thrift, 1994).

Drawing attention to the indispensable role of money in the interplay of
production, labor and space, the work of Harvey (1985) replaces money by putting
the spatial and the social back into considerations of money and finance. Put simply,
Harvey defines a new role of money as the mediator of social interactions as well as
“its role of mediator of exchange”. In addition to its contribution to the spatially
construction of the cities in the contemporary world, money also occupied a key
position in the “elemental coordinates of social life” suéh as time and space and in
the power relationships. Corbridge and Thrift states that “.. money not only
reinforces the abstract nature of modern life, it also produces it” (1994: 20). Their
work in the triangle between money, power and space is an interesting illustration of
how money shapes “real communities”. They make the point that “(t)he restructuring
of real communities by the community of money rarely goes uncontested, but the
forms in which money is politicized vary from place to place, according to the
effectiveness of different political coalitions and different local constructions of the
powers of money” ( Corbridge and Thrift, 1994: 15).

That the socially and economically “constitutive role” of money ties in with
power and space is also conceived in historical terms. The development of different
monetary forms in each specific phase of commercial and industrial activity added to
this abstract nature of money in various ways. At this point, Leyshon and Thrift
(1997) explains the historical geography of money through five major monetary
forms and practices’: pre-modern money, commodity money, money of accounts,
state credit money and virtual money. Through the improvements in information and

communication technology, credit money (a form of virtual money) becomes the
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most mobile of all money forms. There is no spatial barrier to the movement of this
form of money in the world. In that respect, Harvey points out that “(m)oney capital
of this sort can apparently roam the world with scarcely any let or hindrance,
integrating and co-ordinating production and exchange with almost no regard for
material spatial barriers” (1999: 386).

The effect of the development of these money forms and practices is to
integrate local places and economies into wider circuits of monetary relations (Lee,
1999). To enable money to perform this integration, “institutions, conventions and
habitual behavior” are extremely important. In that respect, the institutions of
money at lower level and financial system at upper level come to the picture. The
various institutions and markets that make up the financial system vary in their
specific activities and in their operation areas (local, regional, national and
international). Banking sector, capital markets and money markets constitute the
cornerstones of financial system. Capital and money markets are the components of
the financial market in general terms. In this regard, a more formal classification on
financial markets is made by Mishkin (1997): the bond market where interest rates
are determined, the stock market which has a major effect on people’s wealth and
on firms’ investment decisions and the foreign exchange market. Banks and other
financial institutions tie in with the circumstances of financial market in terms of
the profitability of their operations and rationality of their organizations.

Despite the increasing domination of non-bank financial institutions in the
new financial era, banks still occupy a key position in the financial system. The
distinctiveness of banks as well-established institutions of money rests on durability
(history), organization (habitual behavior) and geographical scope (space). Thus,

banks can be identified as distinct institutions that best represent the socio-
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economical and socio-spatial base of money. Before proceeding to a more detailed
discussion of this institutional distinctiveness, it is necessary to define the
functional and organizational base of banks.

Banks are institutions that accept deposit and make loans. According to
Mishkin (1997), the basic operation of a bank is to make profits by selling liabilities
with one set of characteristics (a particular combination of liquidity, risk and return)
and using the proceeds to buy assets with a different set of characteristics. This
process is termed as asset transformation. Basic operation of bank’ including the
process of transformation assets’ and providing a set of services as check clearing,
record keeping and credit analysis is similar to any other production process in a
firm. According to Heffernan (1996), the intermediary and liquidity functions of a
bank are more efficiently carried out by a command organizational structure,
because loans and deposits are internal to a bank. In the explanation of the
operation and the organizational structure of the traditional bank, Coase’s theory of
the firm’ reveals a diverse set of the accounts of traditional way of financial
intermediation. Their specific organizational structures not only contribute to the
profitability of banks in economical terms, but also make it possible for banks to
operate in an historically, spatially and politically determined institutional
environment. In comparison with non-bank financial institutions, banks as
organizational entities are appeared to be mosﬂy institutionalized and distinctive
elements of financial system. The reasoﬂ for this institutional distinctiveness is
associated with both internal (built in traffic) and externalv (business environment
and geographical scope) conditions of banking firms. In a different way, banks have
also utmost importance in th;e constitution of institutional and habitual behavior of

financial system. A brief account of this statement is found in Dow (1999):
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... What inspires confidence in any system depends on the historical development of that
system, its institutions, conventions and habitual behaviour. This is where the banking system
comes in. (p. 34)

Chick also grounds his argument on the assertion that any banking system or
financial system is a product of its history (Chick and Dow, 1988). The basic premise
of this theory is that history determines the state of confidence in the banking system
and the particular behavioral and institutional framework within which the state
regulates the financial system. There are also clear parallels in the evolution of
banking and financial system over time and the differentiation of these over space
(Dow, 1999).

Apart from the traditional institutional approaches on the weight of banks in
the financial system, from a 'more regulatory and technological viewpoint, one
identifies banks as older institutions evolved over the suitable historical conditions.
According to the New Monetary Economists® market forces undermine the
distinctiveness of banks within the financial system that is primarily the product of
regulation. The securitization of bank assets is reducing the peculiarities of banks on
the asset side. The conclusion is that the financial system is developing by means of
a process of diffusion and banks will no longer exist as distinctive elements of the

system. Gandy and Chapman (1997) explains this tendency in a similar way:

Banking has become an unpopular industry, much blamed for problems not of its own
making. The use of interactive electronic links to customers could go some way towards re-
establish links and providing the customer with greater levels of information about both their
own financial situation and about the services offered by the bank. (p. 114)

In an attempt to highlight the importance of institutional change associated
with the distinctiveness of banks in the financial systém, the last monetary form,

virtual money’ can be identified as an important explanatory category. In the same
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vein, it is apparent that transformation of institutional forms depends on whether
these adapt to new conventions, conditions and environments accompanied Witil :
new monetary form.

Apart from a concern with banking as an unpopular industry, some
commentators claimed that the role of bank finance in the financial system remains
important. Although traditional banking is declining relative importance within the
financial system in terms of vlolume of traditional banking business, it nevertheless
retains its pivotal importance in providing the money base on which the rest of the
financial system is built (Dow, 1999). This in turn continues to allow banks to play
their distinctive role in providing direct loans to borrowers as an alternative to
borrowing in securities markets. Taking advantages of their strong institutionalized
structures, banks attempt to survive in the new banking world using new delivery
mechanism based on micro marketing and entering the new hypermobile capital
markets®. Here, what must be noted about the survival of banks, is that new
organizational structures (internal and external) and routines change both the
institutional dynamics and bu§iness environment of brick and mortar banking into
new technologically determined dynamics and environment. Overall, it seems that
institutions of money in the new financial era are not only product of history and of

specific monetary forms but also of specific organizational forms.

2.1.2 Space

In an attempt to highlight the importance of space in the monetary
relationships, the circuits of financial capital and regulatory system, financial space
can be identified as an important explanatory category. A broad perspective on the
work of financial space reveals the following areas in common: geography of

financial flows, financial system and space, regulatory space, public financial space,
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institutional system and space, spatial pattern of banking and capital markets and
spatial evolution of banking a;nd financial systems. These research areas can be
largely formulated within the context of geographical economics at two grounds:
changing institutional nature of money in the new financial era shaped by
globalization and locational aspects of banking and financial institutions across the
full range of geographical scales (regional, intra regional and urban). While the
former area is where an interaction between money, power and space (regions) come
in, the latter can be best characterized by local and national monetary policies,
history and financial technology. To this extent, the study attempts to bring these
themes in the light of their geographical relevance in order to reformulate the
interplay between money, power, space and technology.

Before proceeding to a more detailed study of how the institutional
geography of money is shaped by a diverse set of dynamics in the following
chapters, we need to answer a rather important question: what exactly is the spatial
behavior of financial systems? This question is best answered by drawing on the
nature of financial flows. Financial systems are spatial because money as abstraction
makes it possible for people to transfer social and economical interactions along full
range of geographical scales from national to local. In addition to their autonomous
social, cultural and moral geographies, financial flows (circuits of finance capital)
also operate in the wider systems of production, employment, income and welfare of
localities, regions and nations. Where the spatial behavior of financial systems comes

from is best summed up by the following description pfovided by Martin (1999a):

Financial systems are inherently spatial. Initially, this statement might not be thought valid or
important, since the very fungibility and convertibility of money enable it to transcend space
more readily than any commodity. However, financial systems have complex institutional
and organizational geographies that both reflect and influence their functioning. (p. 6)
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Financial systems are also regulatory spaces, thus the history of money is also
a history of regulation. Historically, the spatial impacts of regulatory changes on the
financial systems were twofold. On the one hand, these changes had an important
influence on the geographical scope of financial institutions. The spatial-institutional
geography of the domestic banking system in the nation states can be seen as a
product of regulation. On the other hand, broader hierarchical changes related to the
geographical base of financial systems have occurred due to the regulatory
developments. The deregulation movement of the 1970’s changed the role of the
state in the spatial distribution of financial centers, shifting the priorities of financial
policy from the state to the regional institutions. New information and
communication technologies and deregulation of financial markets jointly made it
possible remote trading away from the large international centers. The repercussions
of these technological and regulatory developments are also felt in the contemporary
geography of money. One consequence of this regulatory shift is to reconsider the
economic and socio-cultural weight of financial centers at both international and
national levels. To combat threats to their territorial embeddedness based on the
benefits of urbanization, localization and agglomeration economies, deregulated
financial spaces in the large financial centers are re-regulated (Budd, 1999).

Although these inherent spatial characteristics of financial systems are
apparent, contemporary financial literature is still far from having a comprehensive
synthesis encompassing financial systems, spatial developments and profound
changes of global deregulation and integration. The spatial dimensions of financial
systems are under-theorized, with little attention paid to the national differences in
banking systems in terms of efficiency differences and of differences in scope for

local monopoly (Dow, 1999). Against this under-theorization, at least four further
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strands of research in the geography of money’ are worthy of note: the role of
finance in the Marxist theorization of the uneven development and crisis-prone
tendencies of the capitalist space economy, the spatial organization and operation of
particular financial institutions and services, the economic, political and social
dynamics of the world’s major international financial centers and the relationships
between regional flows and regional industrial development.

Globalization appears to be a dominant parameter in the relationship of
geography and money in the late twentieth century. A series of developments
involving the emergence of integrated seamless financial markets, the growth of
homeless or stateless monies and the rise of truly transnational banks and financial
institutions undermine the economic sovereignty and autonomy of nation states and
reshape the geography of money (Martin, 1999a). These structural changes and
transformations do not undermine the geographical concerns of finance and the
global financial system remains a “geographical hybrid” depending on the global-
local process. At this point, geoeconomics as a new strand of work in the geopolitical
tradition emerged as a counter response to the “end of geography” argument in the
early 1990s. Taking into account of the recognition that the globalization of finance
is a global-local process, this work indicates that the configurations of monetary and
financial systems vary in territorial aspects at all levels from local to international.
Despite the circulation of credit and debt at a global level, the means of payment
remains grounded in currencie‘s validated by territorially bounded nation-states. In
that respect, it can be misleading to point out only an institutional and geographical
basis for the configurations of financial systems but also a socio-economic basis
ought to be identified as an important explanatory category. One of the strands of

research in economic geography and urban and regional development studies in
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recent years tends to stress the existence of the diverse economic worlds of
capitalism10 that are unevenly distributed over space and governed by a different set
of social and economic relations (Leyshon, 1995).

In an attempt to highlight the importance of spatial nature of financial
systems, an institutional basis for locational concerns is also important. This can be
evaluated as regional and urban'repercussions of broader spatial developments. There
are clear parallels in the evolution of banking and financial systems over time and the
differentiation of these over space11 (Dow, 1999). The locational structure of
financial institutions differs in their functions and institutional forms. As basic
functions (retail banking and mortgage-lending facilities) are distributed
geographically, specialized functions (stock markets, pension fund houses, merchant
banks, bank headquarters, venture capital companies and foreign exchange markets)
follow a process of spatial concentration'?, Martin point outs, “Like other industries,
financial activities are also characterized by economies of agglomeration, path-
dependence and locational lock-in, and historically have tended to cluster
geographically in particular urban centers and regions...” (1999a: 6).

The physical delinking of financial institutions from community is evalugted
as a consequence of rules that favor mobility over community, speculation over
private investment and volatility over permanence. There is evidence to suggest that
independent banks are shrinking while non-depository institutions like mutual funds
are multiplying in the U.S. The concentration of financial systems in particular
locations™ relates to the capacity of financial center banks to inspire confidence and
to generate more growth and more profits. The reason why this locational argument
is important to local and national economy is that financial centers are the important

employers and generators of income. Financial services and their availability differ
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from one locality to another an'd thus the economic development of these localities
seems to be dependent on their financial geographies. In other words, the locational
argument is tied with increasingly close relationships between the capacity of local
economy, financial center formation and particular financial services (Dow, 1999). In
this regard, Dow states that “the financial sector also has an important indirect
economic significance for the economies in which they are located”(1999: 44).
Current attempts'® to document the spatial patterns of banking and capital
markets concentrate upon two areas that are representative of some of the ways in
which research on the new geography of money has developed in the mid-1990s: a
spatial analysis of the competiﬁve structure of the banking system that are motivated
by deregulation and international competition and the location of financial
institutions at urban level. Here, two crucial questions at different levels are worthy
of note: does the spatial concentration of banking generate a different pattern of
credit creation from a more geographically dispersed banking system? And will
merger and acquisition activity concentrate banking so that head ofﬁées are

concentrated in a few large financial centers?

2.1.3 Technology

Another important point to take into consideration in the study is the key role
of technological developments in the constitution of different financial geographies.
The institutional effects of new‘ﬁnancial technology are most evident with respect to
both globalization of financial markets at upper level and reorganization of banking
and other financial institutions at lower level. Here, what makes these technological
developments particularly important from a geographical perspective is that the
diffusional effects of technology have serious spatial consequences for financial

markets and institutions at all geographical levels. While the integration of financial
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markets brings advantageous or disadvantageous financial districts, new delivery
mechanism affects both spatial (urban and regional) composition and internal
organization of financial institutions, especially banks. With reference to these
repercussions across the full range of geographical scales, technology occupies a
central position as a third component in the study. In the following chapters, the
constitutive role of financial technology in the new geography of branch banking will
be analyzed in a detailed manner. This section presents a brief summary of recent
technological developments in financial terms and emphasized role of new financial
technology in the new institutional restructuring of banking. The latter can be
evaluated as an analysis of technology independent from geographical concerns.

The major force driving the globalization of financial markets in the .1990s
was technology: the technology of globalization, the technology of financial
innovation and the technology of information and communication (Stafford, 1992).
The integration of financial markets (foreign exchange, bonds and securities) v;fas
enabled by technology. The impact of this process on the financial organizétion is
perhaps best illustrated through the emergence of offshore banking'®. As seen in the
rise of offshore banking, financial integration ironically creates new advantageous
areas of money and finance and the diffusional effects of new financial technologies
are mostly felt in these areas as well as financial centers. The comments of Whimster

and Budd (1992) are as representative as any in this regard:

Theoretically, global finance could be conducted from just one center anywhere in the world.
But in practice, as will be seen, market share is determined by a number of services under
one roof. So for instance foreign exchange, bonds and securities markets could be interlinked
in a major deal. (p. 10-11)

Parallel to these structural changes in financial markets, institutional effects

of new financial technology are visible in two areas: operational (new financial
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instruments) and organizational (new delivery mechanism). The continuous
development of financial innovations radically altered the traditional financial
procedures and securitization as a typical form of dis-intermediation came into
existence (Whimster and Budd, 1992). Financial innovation led to the introduction of
new financial instruments throughout the 1970s and early 1980s. Securitization and
the growing use of contingent liabilities of off balance sheet times (performance
bonds, letters of credit, currency and interest rate swaps) constituted the two
important innovations in the period (Kapstein, 1996). These developments in the
former period show that there are clear parallels in the evolution of financial
technology and development of financial innovations. Stafford (1992) points out that
the “defects” and “delays” in financial transactions originated from oldér
technological applications make new practices and innovations necessary.

The organizational change motivated by technology (Brousseau and Rallet,
1998) is best illustrated through the structural transformation of banking. The
growing use of new financial instruments enabled by new delivery mechanism has
serious consequences for banking. An extensive network of electronic funds transfer
systems, as the nerve center of the international financial economy, is allowing banks
to move capital around the globe at suspendous rates (Warf, 1999). As Warf puts it,
“subject to process of digitalization, information and capital become two sides of the
same coin” (1999: 230).

In the evolution of electronic banking'®, the early 1970s constituted a starting
point with the introduction of credit cards and the development of ATM ne:cworks.
The early 1980s and early 1990s saw the dominance of personal computers in
banking because PC offers both visual verification lacking from telephone and two-

way communication lacking from television. Being an open system, which does not
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require proprietary software or access to a private network, internet banking
separates from the pre-history of financial technology. Customers keep demanding
more sophisticated packages of products tailored specifically to their financial needs
and the Internet may prove to be the proper delivery channel for this goal. The main
advantages of internet banking can be seen in the emergence of new financial
services and products such as digital money and electronic checks and in the
participation of non-bank entities in the financial services, such as private Payment
Service Providers'” (Channon, 1998 and Giannakoudi, 1999). Integrating low-cost
financial services including loans and mortgages, checking, bill payment, securities
trading, insurance and more, the internet makes comnsider it done type of operation
possible (Gurley, 1999).

This development of network technologies results in a multiplicity of delivery
channels and thus, a new marketing strategy for banks become a necessity: micro-
marketing'® that meets the specific needs of individual customers, instead of
traditional mass marketing. In;tegrating customer information systems (CIS) with
central marketing units, a virtual personal banking service changes the relationship
between bank and customer'®. A data warehousing approach® that means the
integration of information from the branch network, telephone and electronic
banking services makes financial data accessible and turns it into usable information.
However, the high cost of commission rates and the possibility of the dis-
intermediation of markets pose serious threats to data warehousing (Gandy and
Chapman, 1997). New delivery mechanism?®!, which is based on data warehousiné,
client/server architectures, multimedia delivery systems and the many others, oﬁ'érs
the 'new methods of interacting w1th the bank Withoﬁt losing their old relationship. A

banking environment, in which service costs continuously remove from the old
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infrastructure, uses the branch as the sales and advisory center and most transactions
move to the electronic environment.

Having the largest account base, control of the ATM networks®, and strong
understanding of legislative environment, traditional banks have an advantageous
position in the new banking world. However, a lack of flexibility, innovation, and a
true service mentality constitute a major obstacle in the adaptation of new financial
technology. In this environment, non-bank competitors pose a threat to traditional
banks which operate in the internet: Telebanc, Netbank and Security First in web-
based financial services and Amazon, Yahoo and Nextcard in online trading (Gurley,
1999).

The two important trends face the financial services industry in the new
Millennjum: replacement of mass marketing by one-to-one marketing and a
knowledge revolution in which relationship technologies create a net-centric
financial environment (O’Connell, 1999). The convergence of these two trends
brings a multiplicity of delivery channels (branch, telephone, ATM, personal
_computer and television). One emerging benefit of the new revolution will be the re-
creation of the intimacy of small-town banking, which is based on personal
relationships. As O’Connell puts it, “these new electronic communities will not be
based on geography, but on need and interest” (1999: 16). However, this study
attempts to highlight a spatially orientated technology notion instead of a
technological analysis of a geography free environment. This means that spatial .
response of banking in the new financial era to technological developments is rather
different from that of traditional (brick and mortar) banking, but geography matters

in both conditions.
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2.1.4 Parallel Transformations: Money, Power, Space and Technology

Having started with the 'hypothesis that the developments in the institutional |
geography of money contribute to the emergence of the new spatial processes of
money, the natural next step is to probe into the interplay of money, power, space
and technology. These four components of the grounded theory can be identified and
highlighted as the underlying variables that explain the structural transformations
both in the historical and contemporary geography of branch banking in Turkey.
Before turning to the specific processes for Turkish banking in the following
chapters, it is important to recognize the further motivations for two counter financial
processes: financial deterritorialization and territorial agglomeration of financial
activities.

First, the interaction between space and technology is important to stress.
The best research on the interplay of territory and 'technology stems from the path
dependency perspective (see Section 2.2.1 to a detailed account of dependency
theory), which is founded brincipally on the work of the evolutionary economists.
This theory becomes the major context for “the intangible aspect of a territorial or
regional economy that underlies innovative, flexible agglomerations”. According to
this perspective, technological change is path dependent because it involves untraded
and irreversible interdependencies between choices that are sequenced in time. These
choices have a spatial dimension, which is closely related to “their temporal
uncertainty and interdependence” (Storper, 1999). These are most forcefully
illustrated by territorial specialization and differentiation in trade between regions or
nations. Some inter-organizational dependencies within the division of labor (input-

output or network relations). have a territorial behavior. As Storper spots,
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“..organizations cluster together in territorial space in order to travel along a
technological trajectory...” (1999:40).

Second, the interplay of territory and technology is best illustrated through
the spatial restructuring of financial activities. The clustering and organizational
routines appear to be dominént parameters in the territorial embeddedness of
financial activities™. However, at the same time, the developments along new
technological trajectory ironically undermine this type of interlocking. New
information and communication technologies and deregulation of financial markets
jointly make it possible remote trading away from large international centers. One
consequence of this regulatory shift is a changed relationship between the
organization of financial flows and geographical space. Here Leyshon and Thrift
(1997) ground their arguments on the assertion that this new relationship can be seen

in the emergence of compressed financial space:

More important even than the invention of such new financial instruments was the way in
which the constraints of space were overcome, so as to make these instruments tradable over
greater and greater distances, through the marrying of improvements in transport and
communications to specific market nodes, usually large urban centers, so as to produce an
increasingly compressed financial space. (p. 26)

While the traditional conceptualization of financial space is represented by a
set of notions including path dependency, locational lock-in, territorial
embeddedness and agglomeration economies, new spatial paradigm of money is
bundled with additional definitions and conceptions. This conceptual turn is most
evident with respect to spatial processes of money. The new spatial processes of
money** are found in a group of commentators’ account of what they call the
“homogenization of financial space” or “financial deterritorialization”. In theoretical

terms, these processes appear to be related to a reformulation of interrelationships
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between money, space and technology. A detailed analysis of these is given in the
following chapters.

Third, in conceptualizing the role of technology in the spatial restructuring of
financial activities, attention ought to be given also to the role of economic and
poiitical governance (power). While new technological developments contribute
adversely to the territorial embeddedness of financial activities, the relationship
between money and geographic sovereignty is also changing. Digitalization poses a
threat to the geographical roots of money and finance and the systems of economic
and political governance, which are rooted in geography, find it much harder to
govern e-cash and markets in cyberspace. In other words, regulatory framework
depending on the spatial proximity matters of financial institutions and customers
become an infective area for the governance of electronic finance. In that connection,
territorial sovereignty, which implies “a world where economic and political control
arise from control over territory”, is also problematic. Nonetheless, it would be
misleading to visualize the inéreasing irrelevance of geographical rooting of political
and economic authority as the end of the state, but the efficacy of this authority is
increasingly diminishing. The geographical concerns of controlling the money
supply, effective economic borders and volume of money become questionable in a
digital world economy (Kobrin, 1997).

Another strand of research in territory, technology and money imply that
technological change strengthens the territorial agglomeration of financial activities.
Technological change, competition and globalization are producing a similar process
to the de-industrialization that occurred earlier within manufacturing (Martin, 1999).
Similar to the geographically uneven' restructuring and rationalization of

manufacturing, banking and related financial activities concentrate in the particular
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areas (financial centers). These areas rest on their historical, locational or economic
comparative advantages over other regions or cities and these contribute to territorial
embeddedness of the areas. These highly historical advantages are stressed in most of
the works (Budd, 1999; Chick and Dow, 1988; Dow, 1999; Martin, 1999; Sassen,
2000 and Thrift, 1994) in the triangle between money, space and power. Some of
these works claim that new technological developments pose a threat to territorial
embeddedness of financial centers in hierarchical terms. To combat the threats to
their territorial embeddedness® based on the benefits of urbanization, localization
and agglomeration economies, deregulated financial spaces in the large financial
centers are re-regulated (Budd, 1999). At the same time, re-regulation can be
evaluated as an effort to homogenize public financial space against the uneven
geographical distribution of banking and financial activities at all spatial levels.
Central to these developmental concerns of money and finance is that the systems of
economic and political goverhance still matter in the constitution of different
institutional geographies of money'in a world of post-hegemony.

Overall, what appears to characterize the new spatial processes of money is
the close relationships between, money, power, space and technology. Here, this
interplay can be formulated in a different fashion in order to disclose the further
motivations for the new geography of money. An analysis of the new geography of
branch banking requires close examination of broader financial processes, regulatory
changes, the developments of financial technology and the spatial outcomes of these
broader developments at all geographical levels (national, regional, intra-regional

and urban).
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2.2 Approaches on Economic Geography of Money

This section places a concern for money, power and space at the center of
different theoretical discourses. A theoretical analysis of economic geography of
money is developed drawing from the literature of sociology, economy, history and
human geography. Here, the four main approaches are discussed: historical, socio-
economic, monetary and economic. The section joins a growing literature in The
Keynesian, Marxian and Neoclassical theories to explain the mainstream theories of
each approach. These three theoriesr are important to establish a theoretical
foundation in the thesis because each of them emphasizes different interrelationships
between money, space and power. However, a geographical analysis in institutional
terms remains incomplete in these theories. The theories is concerned neither with
institutional and technological factors in the emergent geographies of financial
institutions, nor with urban geographies of money and finance. To address these
holes in the literature, an attempt is made in section 2.2.5, which concentrates on the
new theoretical turn in the eC(.)nomic geography of money. This new theoretical
attempt on the new institutional geography of money synthesizes historical, socid-

economic and monetary approaches according to their geographical relevance.

2.2.1 Historical Approach

In order to develop a proper perspective on the interplay of money and
geography, it is important to stress the necessity of a historical approach. Here, an
important question arises: whether history can be identified as an explanatory tool in
the diverse geographies of money. Put simply, the main question is that which
parameters define the advantageous or disadvantageous areas in the institutional
geography of money. The answers to these questions are important to display the

spatial patterns of branch banking in theoretical terms. Moreover, specific spatial,
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political and economic patterns of Turkish branch banking make such a historical
analysis necessary. From a comparative perspective, path dependency theory best
meets the requirements of this historical analysis because the theory proposes a
suitable conceptual ﬁ'amework for the case to define both an institutional and
historical basis for regional and urban distributions of bank branches in the Turkish
case. To this extent, path dependency approach is important to establish a bridge
between regional-financial development and location theory that constitutes an
important part of new theoretical foundation in the thesis.

The basic premise of path dependency is that “history matters for a future
course of action or development”. In Economic Geography Glossary26, this approach
is defined with reference to “effects of past commitments or acquired knowledge oh
subsequent actions and decision”. Drawing attention to “the pool of (usually locally)
learned behaviors and organizational routines which constrain (including spatially)
future activities”, this historical argument raises an important point for the literature
on the geography of money. Bergman and Feser’”’ (1999) define path dependence as
“the general notion that technological choices —even seemingly inefficient, inferior,
or suboptimal ones —can assume a dominant lead over alternatives and be self-
reinforcing, through not necessarily irreversible given a significant enough shock”
(see also Storper, 1999 to the interplay of territory and technology within path
dependency framework).

The theory has important repercussions on regional development literature.
Path dependency theory identifies “uneven regional development as an inherent
feature of capitalist economies and provides a systematic explanation: the nature of a
region’s pattern of trade and investment e);ercises a formative influence on the

region’s economic structure and development” (Chick and Dow, 1988: 225). The
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theory provides a background for analyzing why economic, technological and
financial differences between the center and the peripheral regions exist. Although
the monetary aspect of “the process of creating and maintaining dependency” is
under-theorized in the path dependency theory literature, Chick and Dow (1988)
show within a Post-Keynesian framework that monetary factors can reinforce the real
process.

Building on work on regional growth and decline, polarization, core-
periphery and cumulative causation models tend to stress disequilibrium in the space
economy in favor of some specific regions. Against this argument, neoclassical
regional growth theory emphasizes that natural market mechanism tends to gradually
eliminate interregional disparities. Apart from a concern with financial and monetary
differences between regions, recent contributions to the debate between equilibrium
and disequilibrium views of regional growth stressed the central position of external
scale economies in the industrial and commercial weights of regions. Emphasizing
the role of “lock-in effects” in the ﬁrocess of cumulative advance in regions, both
new growth theory and new international economics suggested that “a comparative
advantage established in a given region or country, perhaps by accident, chance, the
distribution of natural resources, or other non-behavioral phenomena is likely to
strengthen as a result of external scale economies” (Bergman and Feser, 1999).

In addition to the regional-financial framework outlined above, a locational
interpretation of the theory is also needed in a broader perspective. Both broader
hierarchical developments at regional and global levels and institutional
developments at urban level all mark the necessity of a historical approach in the
emergent geographies of money. Current attempts. to document a path dependency

viewpoint of the institutional geography of money emphasize the interplay of money,
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space and power in the era of global integration. A detailed account of this interplay

is found in Martin (1994):

Financial globalization is not obliterating geography; rather it is reconfiguring the
geographies of money, power and dependency. As nation states have decoupled themselves
from banking capital and relinquished control over international monetary transactions, so
there has been a substantial shift of power to a globally integrated hierarchy of financial
centers, led by London, New York and Tokyo, and the major financial institutions located in
them. (p. 274)

A number of studies highlighted that the existence of this “globally integrated
hierarchy” can also be interpreted as the partial confirmation of path dependency
theory. The survival of financial centers as the concentration areas of “old wealth”
appears to be related to “the renewed ascendance of finance in the 1980s” (Sassen,
2000). There is evidence to suggest that all major economies in the developed world
display a similar pattern of financial activity and related producer services in one
center. This concentration has increased in the last decade through emergent leading
centers like Zurich, Toronto and Osaka. “The renewed ascendance of finance in the
1980s” again motivated concentration in a limited number of financial centers
(Sassen, 2000). There are not only financial and technological reasons for the
durability of financial centers in the new financial era but also social and cultural
ones (Jacobs, 1994 and Thrift, 1994, 1996). Thrift grounds his argument on the
assertion that “international financial centers will continue because they satisfy .
essential communicative/interpretive needs that cannot be met through electronic
communication” (1994: 352). He also emphasizes the importance of social aﬁd
cultural structures as determinants of the success or failure of these centers.

What appears to be important in the institutional geography of money is that
path dependency can have clear geographical irﬁplications by virtue of the fact that

businesses cluster in space. In the same vein, different institutional systems of money
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reflect different locational advantages or disadvantages from a path dependency
viewpoint. The geographical preferences of banking are associated by the fact that a
diverse set of factors including bank size, bank type, ownership structure and branch
system tend to support “locational lock-in” in most of the cases. Evidence ﬁom the
UK and US suggest that large banks are spatially selective at regional levels whereas
small banks have a limited geographical scope at intra-regional and urban levels.
Furthermore, branch systems of banks display similar geographical patterns. Despite
the locally based unit banking system, branch banking system tends to be dependent
on specific locations throughout the brick and mortar banking era. At regional and
urban levels, these specific locations coincide with the existing spatial hierarchies in
terms of production, services and finance.

What starts to change in the new financial era is the nature of banking and its
institutional requirements. Aside from “neutralization of geography”, new financial
technology brings about financial concentration and as a result of this, financial
centers become the most advantageous places of different banking activities and
institutional systems once again. While these centers host Aubs of different financial
institutions, new retail and wholesale banking activities also demonstrate the spatial
patterns of a financial center f;)rmation. Regardless of geographically homogenous
distribution of traditional retail banking, these new technologically oriented banking
activities are not only located in the former financial centers and in major cities, but
also in emergent secondary cities as in the European case. Evidence from the US and
Turkish cases signify that regulatory framework and ownership structure also
reinforce lock-in effects in these advantageous locations that emerged historically or
newly. In addition to the constitutive effects of inter-étate banking acts in the US in

terms of the contemporary geography of banking, the Turkish case is characterized
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by both rational geographical scope of private banking and extensive scope of state
banking. In the Turkish case, both conditions are evaluated as the confirmation of
path dependency in terms of thé counter geographies of money.

Overall, it is apparent that interplay of geography, technology and money
confirm path dependency theory not only in historical terms but also in the

contemporary geography of money.

2.2.2 Socio-economic Approach

A study of the geography of money also reveals a diverse set of the accounts
of the financial development within a sociological and political framework. Building
on work on the interrelations between money, space and power, such a sociological
analysis becomes extremely important to elucidate the reasons for the diverse
institutional geographies of money in hierarchical terms and also to reveal the
fundamental socio-spatial characteristics of the configurations of monetary and
financial systems. Put simply, the basic premise of this analysis is that the essence of
regional-financial differences at upper level and urban spatial patterns of banks and
other financial institutions at lower level are captured in the broader social, economic
and political dynamics. With reference to section 2.2.1, a historical analysis is also
important to illuminate the inherent spatial and institutional characteristics of
monetary and financial systems. When the theoretical foundation of this social
analysis is conceived in these terms, the Marxist theorization of the geography of
money becomes extremely important. In that connection, the geopolitical tradition
and its one further strand, geoe(;onomics offer the important explanatory tools for the
uneven financial development and its repercussions both on the composition of

financial institutions and hierarchies of financial flows.
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The role of finance in the Marxist theorization of the uneven development™
and crisis-prone tendencies of the capitalist space economy (Harvey, 1985, 1989 and
1999) became one further strand of research in economic geography and urban and
regional development studies in recent years. The diverse economic worlds of
capitalism that are unevenly distributed over space and governed by a different set of
social and economic relations were regarded of the utmost importance in the new
strand of work in the geopolitjcal tradition. According to Leyshon, geoeconomics
indicates that “the configurations of monetary and financial systems differ from
country to country, even at times from region to region, opening up the possibility of
a geography of capitalism within which the dynamics of money and finance play an
important role” (1995: 534).

Among these diverse economic worlds, economic geography of money is
under-theorized, with little attention paid both to the role of the financial system in
uneven regional development and to the different institutional geographies of finance
at regional and urban levels. However, ‘one further contribution is made by Harvey
(1985, 1989 and 1999) within a more sociological framework. Harvey stresses
money, space and time as “interlocking sources of social power”. The modern forms
of money not only transcend the geographical limitations but also allow “the
assembly of massive social power in a few hands in a few places”. Harvey (1985)

identified this dichotomy as a specific characteristic of capitalist space economy:

As a higher form of social power, it can dominate not only ownership of other means of
production but also space and time as sources of social power... The holding and command of
money confers tremendous social power. But under capitalism that power is contingent upon
the continuous use of money as capital. (p. 190)

Both “(t)he breakdown of money as a secure means of representing value”

and “the problems of time-space compression” bring further crisis of representation
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in advanced capitalism. This representation crisis can also be conceptualized as
“highly problematic intersection of money, time and space as interlocking elements
of social power” (Harvey, 1989: 298). Dematerialization of money also contributes
to the crisis of representation. What appears to characterize the spatial outcome of
this is that “(money) does (not) it rely exclusively upon productive activity within a
particular space” (Harvey, 1989: 297). Here, that “speculative shifts bypass actual
economic power and performance” determines the accumulation over space and
further, advantageous places of any financial activity.

In the same vein, one further area of concern is the issue of how the
representation crisis brought further hierarchical and institutional outcomes at
geographical level. According to Harvey, the essence of a spatial hierarchy of urban
centers in the world is primarily captured in the dynamics of financial markets
identified as a part of “a hierarchically organized central nervous system regulating
and controlling the circulation of capital...” (1985: 190). Notwithstanding, this
nervous system seems to involve certain contradictions and paradoxes in financial
terms. In the new financial era, internationalization of capital accompanies with
various institutional developments across the full range of geographical scales is
represented by “ a whole mess of untidy” and structurally contradictory hierarchical

arrangements. This condition is most visible in the hierarchies of money:

Local and particular events, such as the creation of money through a credit transaction at a
particular place and time, can be integrated into world monetary arrangements through the
hierarchy. of institutions within the monetary system. We also argued that contradictions exist
within this hierarchical system... The ultimate expression of crises, for example, is as a
contradiction between the financial system and its monetary base. (Harvey, 1999: 422)

/
This hierarchical contradiction is also reproduced through credit system in

geographical terms. According to Harvey (1985), credit system has a double play in

conceptualizing the interaction between space and money. One the one hand, “(t)he
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circulation of credit on the world market then becomes one of the chief mechanisms
for the annihilation of space by time...” (1985: 38). On the other hand, “... the
contradictions inherent in the credit system also take on specific geographical
expression” (1985: 38). The paradoxes and contradictions related to the free mobility
of credit money are predominantly originated from the money systems of different
nation states” registered as “social barriers” by Harvey (1999). Here, what the
contradiction is that “(t)he drive to create a credit system as free as possible from
material spatial constraints therefore rests, paradoxically, upon territorial
differentiation, which can prevent the movement of money under certain conditions”
(Harvey, 1999: 386).

Despite his contribution to a good formulation of interactions between
money, space and power from a more sociological viewpoint, Harvey little mentions
the Marxist interpretation of regional-institutional geography of money. Here, the
main contribution is made by a number of works in the triangle between regional
development, money and institutional geography. Apart from a neoclassical concern
with the elimination of regional differences, a number of commentators (Dow, 1992,
1994; Martin, 1989 and Myrdal; 1957) claim that interregional flows of capital might
contribute to regional inequality. Myrdal (1957) points out that labor and capital
flows might promote regional divergence. Draining weak internal capital flow into
other regions, banking system may also add to this condition in poorer regions where
savings are low and expansionary momentum is sufficient. As Myrdal puts it, “...the
banking system, if not regulated to act differently, tends to become an instrument for
siphoning off the savings from the poorer regions to the richer and more progressive

ones where returns on capital are high and secure” (1957: 28).
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Dealing with the highly concentrated nature of the location of venture capital
and the spread of venture ﬁJndfng in the South East of the United Kingdom, Martin
(1989) emphasizes the role of industry-finance relations in regional segmentation. At
this point, Mackay and Molyneux (1996: 757) quotes Martin (1989): “The case for
closer integration between finance and industry is taken from countries where
history, institutions and practice encourage financiers to seek a deep familiarity and
establish lasting relationships with the industries they intend to finance.” A similar
prognosis is made by Dow (1992, 1994) in her theory of relative liquidity preference,
which suggests that financial integration and the free movement of capital will lead
to the spatial centralization of the financial system.

From a local finance viewpoint, financial centralization brings about an
important spatial outcome: th‘e emergence of areas of financial exclusion. The
withdrawal of banks and other financial institutions from poorer areas leads to the
emergence of these areas, in which local residents orientated towards other local,
non-bank circuits of finance or develop their own local monies in the form of
community-based local exchange and trading systems (LETS) (Martin, 1999a). In
the emergence of financial exclusion areas, prime importance is attached to the
institutional geography of financial system. Local and regional banking systems tend
to be more rooted in the local economy than national branch banking. The
geographical consolidation of bank branches in the UK and the United States shows
that the branches in economically depressed areas are the first to be closed down. In
that réspect, it is apparent that different institutional geographies can generate
different geographical biases in the circulating of savings, credit and loans. Martin

suggests that “as access to finance capital is fundamental to the process of socio-
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economic development and prosperity, such spatial biases in the circuits of finance
may play a significant role in this process, within and between regions” (1999: 8).

In conclusion, what is suggested here is that a socio-economic analysis of
money and space is central to the comprehension of the geographies of financial
flows, hierarchies and institutions. In that respect, the basic premise of the Mar>§i8t
analysis on the geography of money is that financial system reproduces or reinforces
uneven geographical development. In both hierarchical and institutional terms, the
configurations of financial systems become the main actors of this development.
Being similar to the de-industrialization process within manufacturing, the
restructuring and rationalization of banking and related financial activities motivated
by technological change, competition and globalization play a pivotal role in this
uneven development (Martin, 1999). Here what the spatial outcome of this is that a
contradictory hierarchy of money and finance, in which interregional financial ﬂows
and geographical composition of financial institutions are explanatory, add to
financial exclusion or inclusion. A socio-economic analysis made within a Marxist
-framework is important to involve these exclusive and inclusive aspects of money

and finance.

2.2.3 Monetary Approach

One further area of concern is the issue of monetary aspects of spatial
development of banking. There are a weak correlation between money and spatial-
institutional context in the historical and socio-economic frameworks discussed
above. To begin to address this hole in the literature, a monetary approa;:h is
necessary because money and finance have a direct impact on the constitution of Aa
spatial basis for financial system at both regional and urban levels. While the

regional-financial analysis rests on spatial pattern of liquidity preference, the regional
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and urban analysis in institutional terms center on “Chick’s stages of banking

development” (Chick and Dow, 1988) in this section. The reason why this spatial

analysis on a monetary basis is important to the thesis is that broad structural themes

in the study are closely associated with monetary and institutional factors: ‘the

homogenous or heterogeneous geographic distribution of branch banks, the areas of
financial inclusion or exclusion, geographic scope of banks and regional-financial

differences between regions. These structural themes constitute the important
- research areas in the institutional geography of money. In theoretical terms, these
themes are best summed up by the Keynesian theories.

Through the contributions of Chick and Dow (1988), Dow (1992, 1994, and
1999) and Dow and Rodriguez-Fuentes (1997), monetary aspects of regional
development become the major context for geographical analysis within the
Keynesian approach. Much of this literature examine broad structural themies:
regional development and bank finance, regional-financial flows, spatial pattern of
liquidity preference, spatial pattern of credit creation, stage of banking development
and spatial evolution of financial institutions.

First, the theoretical foundation of a geographic analysis within the
Keynesian framework is important to stress: spatial pattern of liquidity preference.
The degree of confidentiality of the banks and banking systems determine the
proportion of deposits attracted by the banks. The propensity to hold assets liquid has
also a spatial dimension based on the Keynes’ theory of liquidity preference. The
theory points out that “the preference for holding liquidity will be greatest where
confidence in expected yields of alternative assets is lowest” (Dow, 1999: 33). To
this extent, it is apparent that spatial differences in economic conditio'ns also mean a

spatial diversity to liquidity preference (Dow, 1999). The spatial pattern of credit
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O is associated closely with the spatial pattern of liquidity preference.

creation®
Lower-income peripheral regions have more limited access to credit from national
and international banks and so they become most vulnerable to unexpected falls in
asset values. A low confidence in expectations of asset prices accompanying with the
dependence of peripheral economies on outside financial institutions brings about
high liquidity preference as a rational response. This negatively affects the efficiency
of local financial institutions in particular to the fact that low redeposit ratios are
more limiting the less developed banking systems by impeding the competitive
potential of local banks (Dow, 1999). Thus, the organizational and spatial
centralization of financial institutions®® adds to uneven regional development by
affecting the efficiency of local savers and depositors in local investment. In this
context, the role of public expenditure appears to be a regional stabilizer: “In the
post-war Keynesian welfare state model of economic management, various social
and spatial transfers (through the tax-benefit system, as well as through the regional
allocation of state investment in public infrastructures and the provision of
nationwide education, health and other services) helped to ameliorate and
compensate for the effects of geographically uneven development” (Martin, 1999a:
11). |

To explain the institutional and spatial outcomes of this political and
economic turn, the main emphasis is centered on regional finance. In that respect,
two further strands of the Keynesian theory can be pointed out: Post-Keynesianism
and New- Keynesianism.

Pos’c—Keynesianism32

is regarded as of the utmost importance in the
contemporary literature on money, space and institutional system. The basic premise

of Post Keynesians® on regional finance is that the supply of money is exogenous to
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the national economic system but endogenous in a regional setting. The theory
attempts to bring a number of themes —the institutional structure of banking, the basis
for banks’ risk assessment and regional differences in financial behavior- together in
the light of their regional-financial relevance (Dow and Rodriguez-Fuentes, 1997).
Drawing away from general considerations of why a perfect flow of financial
resources among regions does not exist, the Post Keynesian literature on regional
money and credit is mainly based on market imperfection. The studies of regional
patterns of credit creation and of regional variations of these occupy a key position
here. For the research on regional finance and spatial development, the theory uses
both Chick’s stages of banking development (Chick and Dow, 1988) and the
Keynesian principle of liquidity‘r preference. Apart from a concern with “a perfectly
elastic regional supply of funds”, Post-Keynesians claim that branch banking
constrains the regional extension of bank lending with reference to a higher regional
liquidity preference in favor of the national banks. A brief account of this is found in

Dow and Rodriguez-Fuentes (1997):

It might be concluded that regions with a branch bank system face a horizontal supply of
funds because regional bank branches are able to lend beyond their regional-deposit base.
However...when a branch banking system exists, we cannot assume a perfectly elastic
regional supply of funds. Although a low regional deposit base would not necessarily mean
less regional credit, it might mean a higher regional liquidity preference on behalf of the
national banks and this, in turn, will be the factor which will constrain the regional extension
of bank lending. (p. 915)

Concerning with the supply side, the theory signifies that regional credit
supply is affected both by regional liquidity preference and the stage of banking
development. In that respect, Chick’s theory of evolution of banking systems (Chick
and Dow, 1988), in particular, is an interesting illustration of how banking
‘ development affects the regional development at a geographical context. Chick sorts

regional development of banking systems into five stages (See Table 2.1).
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Table 2.1 The spatial implications of the stages of banking development.

Banks and space Credit and space
Stage 1: Serving local communities Intermediation only

Wealth-based, providing .

foundation for future

financial centers

extent of confidence held

Stage 2: Market dependent on
in banker
Stage 3: Banking system develops

at national level

Stage 4: Central bank oversees
national system, but
limited power to constrain

credit

Stage 5: Banks compete at national
level non-bank financial
institutions

Stage 6: Deregulation opens up

international competition;
eventually causing
concentration in financial

centers

Credit creation focused on
local community because
total credit constrained by
redeposit ratio

Redeposit constraint relaxed
somewhat, so can lend wider
afield

Banks freer to respond to
credit demand as reserves
constraint not binding and
they can determine volume
and distribution of credit
within national economy

Credit creation determined
by struggle over market share
and opportunities in
speculative markets. Total
credit uncontrolled

Shift to liquidity by emphasis
being put on services rather
than credit; credit decisions
concentrated in financial
centers; total credit
determined by availability of
capital, i.e. by central capital
markets

Source: Reproduced from Dow (1999: 44)

43



Regional-financial flows are the result of an excess supply of saving
compared to investment opportunities in the region. The price of savings will depend
on competition for funds from other regions. At the first stage of banking
development, to enable the flows of funds between regions will mainly rely on the
adjustment mechanism of a perfectly informed, unified capital market. This is
because the banks at this stage are small and the geographical operation area of each
is limited (Chick and Dow, 1988).

The second stage of banking development is characterized by a regionally
distinct banking system. At this stage, the banks’ ability to extend credit depends
both on the size of the deposit multiplier and on the reserves. If there is a high import
content to investment expenditure, the income multiplier in the periphery and the
redeposit ratio in financial institutions will be low. The use of cash rather than
deposits will result in a difficulty in retaining reserves for periphery banks and
contribute adversely to the competitive advantage of these banks in favor of center
banks. This will bring further banicing concentration and branch banking by the
center banks in the periphery. If the banks respond to pressures toward concentration,
the banking center and head office will locate in the center. The limited information
on periphery projects in the center will lead to limit investment in periphery and
naturally, to remoteness from the business of the peﬁphery. Chick and Dow (1988)
indicate that decision-making process in the financial center also adds to this
remoteness. Bank managers’ expectations of returns on investment, like the
expectations of entrepreneurs, rely on group conventions. This can be also seen in
industrial concentration in parallel with financial concentration. A regional disparity
in knowledge of potential investment projects cree;tes a separation of regional credit

and this reinforces the cumulative causation explanation.of disparities in regional



growth and development. In that respect, differential knowledge is in contradiction to
the unified and well-informed capital market of the mainstream theory.

At this stage, the instability of the typical peripheral economy also suggests
that the periphery will exhibit greater liquidity preference than the center. Liquidity
preference influences the availability of investment finance, as well as the demand
for finance. Liquidity preference is better satisfied by deposits in nationwide or
center banks. This is the reason why capital outflows from the periphery to the center
continue in particular to the development of center financial markets. A regionally
distinct banking system at the second stage indicates that without a continued flow of
funds from the center, income in the periphery might be lower than it is when
dominated by center investment.

What started to change at the third stage of banking development is the
institutional structure of banking. Interregional branch banking arises due to the
increasing credit operations of banks at interregional level. While institutions become
less regionally distinct, the re;gional distribution of reserves, which reflects both
regional investment opportunities and the banks’ willingness to finance them,
remains important, Although bank reserves are lent amongst banks at this stége,
branch banks have a competitive edge because reserve needs can be more easily
balanced within a single bank. Bank concentration and a further shift of power to the
center makes it harder for local banks to retain their regional identity in favor of
interregional or national branch banking.

At the fourth stage of banking development, the monetary authorities becomé
extremely important in the regional pattern of credit creation. Credit expansion is no
longer necessarily constrained by a reserve base and the central bank stands ;'eady to

meet reserve needs at this stage. Here, one limit to bank credit expansion is the
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banks’ willingness to meet the demand for credit at an interest rate determined by the
monetary authorities. Credit creation whose terms are related to national monetéry
policy rather than regional considerations can now occur in regions with relatively
high-expected returns without inter-bank or inter-branch borrowing of reserves. The
other limit to credit creation is based on the Keynesian speculative demand
mechanism. Here, the regional pattern of credit creation becomes predominantly
related to “the pattern of expectations about real and financial assets on the part of
potential borrowers, existing wealth-holders and suppliers of new credit” (Chick and
Dow, 1988: 243).

The fifth stage of bank.ing development has been reached in some western
economies and in the international capital market. This stage is marked by the pattern
of more volatile credit creation in peripheral regions, a higher liquidity preference in
the periphery satisfied by capital outflows to the center and the dominance of the
center in access to credit lines. At this stage, lending activity is concentrated in
growth industries and speculative assets. This has serious consequences for the
geographical composition of lending: “...periphery industries tend to be small and
industries with market power located in the centre; opportunities for ﬁnanciél
speculation are also to be found in the centre” (Chick and Dow, 1988: 244).

The New Keynesian li’gerature tends to stress the importance of “regional
credit rationing” in the regional segmentation of credit markets. Put simply, lower
monitoring costs due to the local banks® superior information on local investment
opportunities than outsiders makes local investors more dependent on local financial
institutions. From a national banking - standpoint, this condition leaves national
institutions with an “asymmetric credit rationing” hindering the provision of credit in

regional markets. This poses the further question of “how far branching of national
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banks in credit-constrained regions would get round the problem of asymmetric
information” (Dow and Rodriguez-Fuentes, 1997: 914). The survival of traditionél
banking is tied in with close relationships between the spatial characteristics of
potential borrowers and bank finance. Bank finance may be more important in some
regions then in others and similarly, portfolio behavior on the asset side may differ
from one region to another (Dow, 1999).

Although there are some parallels between the New Keynesian and the Post
Keynesian theories, a closer look reveals significant differences. One is tied in with
differences in regional market segmentation. While the Post Keynesian theory takes
into account of both the supply-side and the demand-side of the regional credit
market, New Keynesian literature is mainly concerhed with the supply-side issue qf
how imperfect information segments regional markets. Regional credit rationing
could arise as a result of the unwillingness of non-financial institutions to lend within
the region because of their lack of information to assess local project riskiness and
profitability. However, Post-Keynesians, signify that credit rationing can also be
explained by demand factor because the amount of regional credit is the result of the
interaction between supply and demand (Dow and Rodriguez-Fuentes, 1997).

The framework outlined above for the Keynesian approach on economic
geography of money elucidates some of the key factors, which produces distinctive
geographies in a regional-institutional context. Although, these distinctive
geographies offer useful ways in the research of branch banking, there remain
questionS at urban level: What are the consequences of regional monetary
development for distinct geographies of financial institutions in urban context? This
question remains unanswered' in this monetary framework, but the Keynesian

approach gives the important explanatory tools for the understanding of external and
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internal factors in regional-financial segmentation and of spatial evolution of banking
systems. These two contributions are important to show the spatial composition of
financial institutions at regional and intra-regional levels. An urban analysis is made
with reference to Chick’s stages of banking development (Chick and Dow, 1988) in
the case and this constitutes an original contribution to the contemporary literature of

economic geography of money.

2.2.4 Economic Approach

Counter to other approaches discussed above, economic approach on the
geography of money chiefly en;phasizes a geography free framework and highlights
the importance of market mechanism in the elimination of regional-financial
differences. Not only regional-financial structure, but also the locational
characteristics of financial institutions display the same patterns of this equilibrium
over space. While economic factors determine the spatial distribution of financial
flows, the institutional system of money is primarily represented by a rational
composition of banks and other financial institutions. Neoclassical and geographic
economics tradition represent this mainstream approach that ignores non—economi.c
factors in the spatial analysis of money and finance. Theoretically, this thesis is not
based on such an economic lanalysis, but neoclassical theory can be used to
comprehend the internal institutional dynamics in the emergence of areas of financial
inclusion and more importantly, the applicability of location theory to the socio-
economic and historical issues of money and space.

Geographers gai'e relatively little attention to neoclassical analysis because its
initial context is a “spaceless and timeless world” and thus, an understanding of
spatial distributions of economic activity within a neoclassical context remained so

weakly developed for so long a time. In other words, neoclassical theory suggests
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that historical time and space are unimportant aspects of economic analysis.
Ironically, Woodroffe (1994) points out this under-theorization of space in the

following way:

Analysis concerned with space, therefore, had to relax some of the basic assumptions of the

theoretical structure. This in a sense represents the analytical reverse of the starting place of

economic geography being the overwhelming importance of space to starting by explicitly

ignoring space. (p. 100)

Economic geography has responded to the limitations of neoclassical type of
models by  adopting  further  theoretical  perspectives  such  as
behaviorist/organizational theory and structuralist theory. Neoclassical theory and
geographical economics propose different perspectives on the importance of space in
the distribution of economic activities (Martin, 1999b). The development of
economic geography from the geographical perspective primarily stresses the
importance of location theory, thus this approach is dominated by a greater centrality
of neoclassical thinking. Hovs;ever, dealing with social and political issues, the
development of economic geography from the spatial economists’ perspective draws
attention to growth and trade theory.

Neoclassical theory is not only based on a timeless and spaceless world, but
also other effects shaping the economic system such as “differing cultures, social
formations and state institutions” remain under-theorized in the neoclassical analysis.
Neoclassical economics pays little attention to regional problems. The theory
suggests, “...regional problems are no more than the spatial manifestation of an
adjustment failure on the part of the factors of production” (Tomaney and Ward,
2000: 472). Neoclassical regignal growth theory emphasizes that natural market

mechanism tends to gradually eliminate interregional disparities. Under a

neoclassical theory of efficient capital markets and a nationally integrated financial
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system, there are no regulatory barriers to the movement of money and capital flows
have an utmost importance in the elimination of inter-regional and inter-national
differences. In a neoclaésical world, not only financial institutions would be
efficiently and optimally located across space, but also capital movements would
remove or minimize any tendencies towards uneven economic development between
the regions (Smith, 1989). This scenario is reinforced by recent political moves to
liberalize financial markets and regional development in several Western economies
including the United States, the UK and the EU (Martin, 1999a). However,
geographical economics accerituates space and place as important variables in
understanding the developn}/ent of the economic system and deals with a number of
areas including regional economics, urban economics and local economic
development (Woodroffe, 1994).

In an attempt to formulate the relationships between money, space and
technology from a neoclassical point of view, one further strand of research, global
neoclassicism is well incorporated into recent work within global financial
integration. The theorists of global neoclassicism place emphasis upon
technologicaliy motivated integration of capital markets. Counter to Keynesians,
these “by-pass the nation statef’ and take the world as their basic unit of analysis:
“...there are no national regulatory barriers, and given modern telecommunications
technologies, cross-border flows of finance capital should occur as easily as
interregional flows in the national Keynesian model” (Martin, 1994: 270). Some
adherents of global neoclassicism go further and accentuate the anticipated
develoﬁments of global financial integration in terms of single world money and
capital markets. Against the global neoclassical vision of unregulated and perfectly

functioning world capital markets, Martin (1994) states that a global financial
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integration is primarily illustraiéed through the uneven geography of financial flows
and accumulation. According to him, there is no evidence to suggest homogenization
of financial space as a global process and specific concentration areas of finance such
as financial centers survive in the new era.

What must be noted about the institutional geography of money in this
technologically motivated financial era is that neoclassical theory places emphasis
upon ownership structure, bank size and market concentration in terms of the
comprehension of the contemporary geography of banking. As there is little spatial
emphasis on the analysis of banking geography from a neoclassical viewpoint, a
comparison between sociologif:al (social embeddedness argument) and economic
(neoclassical theory) approaches can be useful to understand the interplay of
institutional, spatial, economic and social factors.

Sociological and economic literatures differ in terms of the emphasizing role
of institutional system in regional-financial development. According to neoclassical
economics, branching would be more efficient than unit banking in providing the
financial services needed by a dynamic economy. Thus, branching will assist
“lagging regions” and make credit more accessible. This assertion is based on the
assumption that lenders have perfect and costless information; organizational and
non-economic motivations should have an unimportant effect on the allocation of
capital (Green and Kwong, 1995). However, the embeddedness argument
emphasizes that the growth of “absentee-owned financial institutions” breaks the
established social relationships between borrowers and lenders. Branch banks will
drain the capital from “lagging regions” and make it more difficult for small business
to obtain credit in these markets. Empirical evidence reinforces both arguments

under certain -conditions. Green and Kwong suggests that “branching improves the
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variety of services offered (although at higher costs), does not influence the cost of
credit, and may reduce access to credit among certain groups (minorities, small
businesses, and the poor)” (1995: 134).

Both sociological and economic studies also signal that there is a strong
relationship between lending activity and bank size. Here, neoclassical economic
theory and social embeddedness argument represent two different approaches. The
basic premise of the neoclassical economic argument is that competition, branching
status and bank size should improve the performance of lending institutions. Counter
to this, the social embeddedness approach signifies that branching and large banks
should have a negative impact on lending behavior by the weakening social
relationships. Even though neoclassical economists attach prime importance to
market concentration in terms of the availability of credit for small business, the
reality is quite different. Several studies show that “banking deregulation may be
creating more concentration at the national and regional levels, while producing
more competition locally” (Green and Kwong, 1995: 134). To this extent branch
banking becomes extremely important to local financial development in a
competitive market.

Overall, it is apparent that neoclassical theory is still far from having a
comprehensive synthesis encompassing the full range of financial geographies, from
local money, regional finance and the national financial space to the global monetary
system (Martin, 1999b). Attaching little importance both to the contemporary and
historical geography of money from a spatial perspective, the theory also pays little
attention to the emergent geographies of different financial institutions like branch
banks. Market concentration is assmned greater importance in neoclassical

perspective and branch banking is accentuated as an important institutional system in
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the homogenization of financial space both in technological and non-technological
terms. However, the theory does not offer an explanatory tool both for the uneven
geographies of banking at regional and intra-regional levels and the divided financial
landscapes at urban level. In the same vein, it can be said that spatial processes of
money (financial concentration at regional level and financial exclusion at urban

level) appear to be under-theorized.

2.2.5 New Theoretical Attempt

An examination of the considerable literature on money, space and power
shows little mention of the institutional geography of money on two grounds: socio-
economic, institutional and technological factors in the emergent geographies of
financial institutions and the urban geographies of money and finance. Although,
different approaches make important contributions to the area of regional-financial
development and of location theory, relatively little attention is given to establish a
bridge between these two issues. Before turning to this theoretical synthesis, it is
important to explain the shortcomings of four approaches.

A historical approach gives a good formulation of interrelationships between
money, space, technology and history. Path dependency theory puts a special
emphasis on the historical and spatial factors in the territorial embeddedness of
financial institutions. However, there remains the question: how do the internal
institutional and regulatory factors contribute to locational lock-in.- The theory
ignores a socio-economic basis for financial exclusion or inclusion. Moreover, this
historical analysis tends to steer its attention away from an urban geography of
money and finance and concentrates on regional (financial differences between the

center and the periphery) and intra-regional (durability of financial centers) issues.
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A socio-economic approach based on the Marxist theorization directs
attention towards the social role of money and the importance of broader structural
and hierarchical interrelations between regions. This provides explanatory tools for
the comprehension of uneven regional-financial development, but little mentions the
spatial and institutional factors in the distinct geographies of money and finance. As
the main concern of Marxist analysis is to examine the contradictions of whole
financial system, a lower level geographical analysis (regional-institutional and
urban- locational) remains under-theorized. However, the existence of a theoretical
foundation in the explanation of financial exclusion and inclusion makes Marxist
analysis distinct from a comparative perspective.

A monetary approach stresses the importance of a regional-institutional
framework in the spatial development of financial systems. Drawing upon the
monetary aspects of regional development and spatial evolution of banking, The
Keynesian analysis establishes an important theoretical basis for the institutional
geography of liloney. Despite .the existence of some degree emphasis on a socio-
economic basis for financial system, the theory pays little attention to the spatial
dynamics in historical terms. However, this does not mean the neglect of space
within a regional-financial framework, instead, this is to deal with space in a more
regulatory framework. In a similar way, an urban analysis of financial institutions
remains incomplete in this monetary approach.

An economic analysis of money and space tends to steer attention away from
general considerations of socio-economic, historical and institutional approaches. As
its initial context is a “spaceless and timeless world”, Neoclassical theory has
received less attention in thé establishment of new theoretical foundation in this

thesis. However, with reference to location theory, such an economic analysis can be
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important to identify the internal institutional factors in the determination of efficient
or inefficient geographical scope of banking and other financial activities. This
economic approach based on the function of market mechanism can also help to
illuminate some key points in an organizational analysis of banks at regional and
urban levels. Although neoclassical theory provides some explanatory tools for an
urban locational analysis of financial institutions, the theoretical requirements of this
cannot be met by economical approach. This is because the hypothetical structure of
the study requires a detailed analysis of money, space, power and technology in
historical terms. The history matters in the constitution of distinct geographies of
money and finance and a pure economic world based on a “spaceless and timeless”
context cannot explain the geographical diversity of monetary configurations. Thus,
a set of issues including spatial disadvantage or advantage®, financial exclusion or
inclusion and a historical and spatial basis of institutions ought to be elaf)orated
within a new theoretical framework.

These shortcomings come together‘ to stimulate a new theoretical approach on
the institutional geography of money. Synthesizing institutional, socio-economic,
spatial and technological factors in the emergent geographies of money and finance,
this thesis attempts to establish a bridge between regional-financial development and
location theory. The theoretical requirements of the case also make this synthesis
necessary. Having started with the hypothesis that the developments within the
institutional geography of money contribute to the emergence of spatial processes
specific to Turkey, the natural next step is to probe into a regional basis for the
geographical scope of branch banking. In the Turkish case, regional patterns of
branch banking appear to be closely related both to. regional and inj:ra-regional

geographical-financial variables (population, bank credits and deposits) and urban

55



location preferences of banks. Put simply, the dominance of bank branches in the trio
of Turkish cities (Istanbul, Ankara and Izmir) also adds to the emergence 0f
advantageous regions of branch banking. The spatial processes of money including
homogenization of financial space, financial concentration and financial exclusion
are only analyzed within this urban-regional context. Why regional and urban
patterns of branches matter in the realm of these processes are that branch banking
contribute to local and regional-financial developments and location of branches also
reflects the most convenient areas of bank credits and deposits in private banking.
However, in this thesis, the main emphasis is on an analysis of urban and regional
location patterns of branch banking in historical terms instead of broader
developmental issues of money and finance at national and regional levels. Thus, the
theoretical foundation of this study depends on the analysis of a growing literature of
the institutional geography of money and of the well-established location theory

apart from an analysis of national economic development.
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CHAPTER 3

GEOGRAPHY OF BANKING

3.1 Bank Branch in Financial Landscape

Before proceeding to a brief analysis on the historical and new geography
banking, it can be useful to signify £h6 spatial concerns of branching. With reference
both to the geographical scope of retail banking and regional-financial development,
the role of bank branches in their financial environments can also analyzed in spatial
terms. Like in any retail activity, banking is also characterized by different
organizational forms in the spatial clustering of financial activity. Here, branching
can be stressed as a primary organizational form of banking in the extension of

geographical scope.

3.1.1 Definition

In general, a twofold definition of branch is used: a subdivision of any
organization or a geographicaliy separate unit of an activity, which performs all or
part of the primary functions of the parent activity on a smaller scale. Institutional
economists do not call banks as institutions, because these are business
organizations®. Therefore, branching can be identified as a crucial organizational
form that reflects the scope of banking organizations.

In an era of brick and mortar banking, the traditional branch bank as a

necessary component of customer service and the environment had a “convenience
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function” (Saunders, 1969 and Schmitz, 1986). This function was associated closely
with the public face and physical presence of branches. However, in new financial
era, branch’s expanding definition involves both physical (traditional branches and
fully automated mini-branchesj and non-physical environments (ATMs, automated
kiosks, telephones, personal computers and Internet) (Bank Management, 1996). The
definition of branch will change in the future of retail banking but its physical

presence will be captured in any institutional form.

3.1.2 Branch and Financial Space

Several location studies defined three ways in which the spatial clustering of
economic activity is identified: “...the classic model of pure agglomeration, the
industrial complex, and the network or club...” (Parr and Reynolds-Feighan, 2000:
440). As an organizational form, branching can be explained by the third way: the
network. The role of a bank branch as a “geographically separate unit” in the
financial landscape can be forged along three dimensions: the changing nature of
delivery mechanism since an era of brick and mortar banking, new financial space
and the public concerns of regional-financial development by geographical-financial
variables.

Initially, an important question needs to address is how the banks interact
with their surroundings in spatial terms. Banks achieve financial intermediation
through overcoming the geographical distances and locational differences between
lenders and borrowers. Banking system is enabling the liquidation of the financial
resources at national or international levels. In other words, banking system makes it
possible to liquidate the resources by transferring funds from locales that have excess
funds to locales that have a lack of fund (Akgii¢, 1992). The history and location of

the bank determines the allocation of credit among potential borrowers. Spatially, the
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availability of information on credit risks is associated closely with the bank’s
location in the financial center or in the localities (Dow, 1999).

Another important question centers on what the role of a bank branch in its
financial environment is. In an era of brick and mortar banking, branching was the
only way to broaden the geographical scope of banking in terms of entering the
credits and deposit markets. In general, to establish a bank branch in the locale with
no branch can be useful to improve the deposit and credit potential of the locales.
However, the foundation of a bank branch in the locale that has a branch has a
limited effect on the total banks deposits in the area but the bank newly entered to the
market find it possible an increase in its deposit rate (Yiizgiin, 1982). However,
broadening the geographic scope of competition, branch banking also poses a threat
to localized market power (Calem and Nakamura, 1998). Post-Keynesians claimed
that branch banking constrains the regional extension of bank lending with reference
to a higher regional liquidity preference in favor of the national banks (Dow and
Rodriguez-Fuentes, 1997). Local and regional banking systems tend to be more
rooted in and committed to the local economy and community than do local branches
of centralized national banks. A national branch banking system may mean that
branches in localities that suffer economic decline can be protected by profits made
by the national network of branches as a whole. However, the branches in peripheral
and economically depressed areas are the first to be closed down in terms of the
operational rationalization of national banks.

According to neoclassical economic, branching would be more efficient than
unit banking in providing the financial services needed by a dynamic economy.
Thus, branching will benefit “lagging regions” and make credit more accessible.

However, the embeddedness argument emphasizes that the growth of “absentee-

59



owned financial institutions” breaks established social relationships between
borrowers and lenders. Branch banks will drain the capital from “lagging regions”
and make it more difficult for small business to obtain credit in these markets.
Empirical evidence reinforces both arguments under certain conditions. The
literature suggests that “branching improves the variety of services offered (although
at higher costs), does not influence the cost of credit, and may reduce access to credit
among certain groups (minorities, small businesses, and the poor)” (Green and
Kwong, 1995: 134).
Despite the advantages of physical presence in bricks and mortar banking
“such as “built-in traffic, community surrounding, proximity to consumer market and
convenient access”(Saunders, 1969), new delivery mechanism appears to be
dependent on the interaction between branches and existing technologies. This also
means that the ways in which a branch interacts with its financial landscape change
in spatial terms. New branch models like hub and spoke or point-of-purchase add
new dimensions to the physical presence of banks in a “compressed financial space”
(Harvey, 1989 and Leyshon and Thrift, 1997). To extend the geographical scope of
retail banking services, the banks establish these new branches homogeneously
within rural and suburban areas (Borowsky and Colby, 1993). In other words, new
logic of branching generates the partial solutions in the redlined districts of bank

finance in new financial era.

3.2 Historical Geography of Banking

In this section, our principal concern is to highlight and account for the
historical developments in the constitution of institutions of money and finance
according to their geographic relevance. Chick’s theory of the stages of banking

development (Chick and Dow, 1988) is based on the view that any banking system or
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financial system is a product of its history: “History determines the conventions
employed, the state of confidence in the banking system, and the particular
behavioral and institutional framework within which the state regulates the financial
system” (Dow, 1999: 32). A closer look at the history of banking reveals the
relationship between money and spatial processes.

In the analysis of the institutionalized nature of banks, mercantilism can be
evaluated as a starting period. Between 1600 and 1800, most of the states of Western
Europe were heavily influenced by a policy usually known as “mercantilism”. This
was essentially an effort to achieve economic unity and political control.
Mercantilism is closely associated with “bullionism”, based on a belief that the
economic health of a nation coﬁld be measured by the amount of precious metal,
gold, or silver it possessed. The great influx of precious metals into Europe from the
New World in the sixteenth and seventeenth centuries eroded the division between
national and international monetary systems because national economies became
interdependent of the accumulation of “specie money” (Corbridge and Thrift, 1994).
This emerging divide also constituted the further motivation for the institutional base
of banks at not only local and national level but also regional and international levels.
Merchant banking as an earfy form of banking has emerged due to both the
intensification of commercial activities and the increasing economic and social
importance of specie money.

What the spatial outcome of mercantilism was the emergence of financially
important areas that can also be identified as the areas of financial concentration.
There is evidence to suggest that all major economies in the developed world
displayed a similar pattern of concentration of financial activity in particular areas

throughout the institutional history of money and finance. The origins of financial
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concentration in Europe can be traced back to the mercantilist era of the 17™ century.
Since this period, a number of cities like London, Amsterdam and Florence have
become international centers for trading, exchange and financial capital. Given
historical and locational advantages of these cities, other secondary cities in the
European countries have been continuously overshadowed by these leading centers.
Sassen suggests that “against this pattern of empires, the formation of nation-states
represent a condition making possible a multiplicity of financial centers, typically the
national capital in each country” (2000: 100). In this era, mass manufacturing added
to “vast, typically based fortunes and the formation of financial centers in those
regions”. However, “the renewed ascendance of finance in the 1980s” motivated
again concentration in a limited number of financial centers (Sassen, 2000).

In order to develop a proper perspective on the geography of banking in the
mercantilist era, it is important 'to stress that the spatially selective nature of banking
activities mainly originated from the early banking period. The banking tradition
grew up'in many ports and market towns. Merchants and goldsmiths were key
players in the early banking history. Through the nature of their raw material they
developed a need for safe strongholds to store gold. Because of the personalized
nature of early banking, both the borrowers and the end lenders were located in the
same geographical area (Pratt, 1998).

What appears to characterize the geography of banking in industriél
development process is the regional banking®. With respect to the increasing scope
of banking, the origins of branph bénking can be traced back to this era. Regional
banking produced the distinct institutional geographies throughout the early
industrial period. In tﬁat respect, dealing with the historical geography of British

branch banking, Pratt (1998) identifies three phases of regional banking: partnerships
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and banking families, joint-stock banking and mergers and acquisitions. Despite the
existence of geographical, institutional and socio-political variations, it is assumed
that European banking has proceeded a similar development path both in the
mercantilist and early industrial periods. While the geographical pattern of merchant
banking appeared to be related to the concentration areas of commercial activitiés
and transportation routes of these, industrial period saw both concentration and an
organizational and geographical dispersion of banking. The argument is reinforced
by a supposed tendency of financial distanciation in British banking. The history of
British regional banking (Pratt, 1998) demonstrates well how the evolution. of
institutional system in banking was accompanied by broader spatial developments at
regional and urban level. In an era of mercantilism, the spatial patterns of banking
appeared to be associated with the concentration areas of finance capital and this
constituted a spatial and historical basis for the advantageous areas of banking and
other financial institutions in the following periods.

A study of banking history also reveals a diverse set of the development of
different national banking systems. A spatial dimension of the historical-
institutional®’ geography of national banking is taken up by Dow (1999) in her study
of “the stages of banking development and the spatial evolution of financial
systems”. She seeks to answer the question of why a spatial diversity exists in the
development of different national banking systems. First, spatial diversity is mostly
related to the institutional structure. The diversity can be originated from differences
in the origins of particular national or regional banking systems and in the role of the
state. Here, an institutional basis for national banking seems to be related to “whether
the development of banking was initially moti\"ated by private or state financial

requirements... and whether segmentation was institutionalized to preserve regional
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balance... or not...” (Dow, 1999: 40). The classic example here is the Turkish
financial system in which state 'and private banks as the main actors of segmentation
display different geographical patterns of branch banking at regional and intra-
regional levels. Within the same institutional system, branch banking strategies of
Turkish banks are shaped by geographical and organizational variations.

The second crucial feature is the presence of significant stocks of wealth in
the financial centers, associated with path-dependency or cumulative causation
process which is based on the localized concentration of expertise, specialized
institutions, networks of information and trust, and market confidence. In the Turkish
case, except for the emergent areas of branch banking at intra-regional and urban
levels, regional patterns of banking present a good example of this historically
determined financial space. This tends to support the assertion that spatial diversity
can also be inherited from former institutional systems, financial procedures and
geographical priorities.

The third important factor is the role of the state. In retrospect, the spatial-
institutional geography3 ® of the domestic banking system in the nation states can be
seen as an outcome of regulation. The classic example here is found in the geography
of the US domestic banking system that was largely a product of the state-based
regulatory framework governing branching and entry in that system (Martin, 1999a).
Regulatory spaces are also evident with respect to the extensive geographical scope
of Turkish state banking. The deregulation movement of the 1970s changed the role
of the state in the spatial distribution of financial centers, shifting the priorities of
financial policy from the state to the regional institutions. Increasing merger and

acquisition activity in banking across the European Union is bound to have the
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important spatial consequences. New national universal banks in the European
banking are located in the existing financial centers (Dow, 1999).

National branch banking appeared to be a major financial-institutional form
of nation-states. Concerning the issues of regional development, nation-states
targeted to make it possible for a homogenization of financial space® by a
centralized branch banking system. Here, not only the homogenization of regulatory
spaces is important but also the homogenization of public financial space of the state.
Martin explains this in the following way: “Modern states not only set the regulatory
structures that govern their domestic financial systems, and cooperate (and compete)
with other states in regulating the international monetary system, they also
redistribute vast sﬁms of money across society and across regions and localities...”
(1999: 9-10). However, a number of studies show that branch banking only added to
financial concentration. Pratt (1998) takes the issue of the historical geography of
branch banking further by examining how national banking has contributed to the

financial distanciation process in the UK:

The process of financial distanciation has been a gradual one for most of the 20™ century.
Despite a period of branch extensifications in the 1920s the national branch networks of the
four major clearing banks today still reflect mergers and acquisitions undertaken at the turn
of the century, and, externally, the organisational structure of the main clearing banks was
fairly well established by 1925 (p. 2219)

This supports the assertion of Martin (1999) that the local and regional
banking systems tend to be more rooted in the local economy than do the local
branches of centralized national banks. There is considerable accuracy to this
depiction in the Turkish case. Thfoughout a long period, one of the goals of Turkish
state banking is to homogenize public financial space via an extensive branch
banking system. However, these efforts fesulted in the emergence of a poor financial

environment in a number of regions. Contributing to only the extension of regulatory
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spaces nationwide, Turkish state branch banking strategies occupied a key role in the
emergence of areas continuously excluded from private banking activities in most of
the areas. Put simply, the state did not prepare a suitable financial infrastructure for
the further development of private banking and thus regional-financial development
remained an unfinished task of the state. Overall, it is apparent that an era of national
banking was accompanied with different spatial outcomes, but a common point of
focus is that institutional system of nation-state added to financial concentration and
financial exclusion in most of the countries.

As illustrated by the fact that the geography of banking is not only shaped by
broader economic, technological and institutional developments at regional level but
also by national “institutional practices”, historical, social and economic dynamics.
The constitutive role of these 'national dynamics in the institutional geography of
money and finance is best illustrated through the spatial evolution of Turkish state
banking. Despite the emergent geographies of Turkish private banking in the last two
decades, the state banking played its key role in the homogenization of public
financial space until the crisis of February-2001. In the following chapters, an
attempt is made to highlight the importance of these national-institutional factors in

the emergent geographies of both Turkish state and private branch banking.

3.3 Spatial Processes of Money and Banking

The geographical concerns of financial transformation®® suggest that the
interplay between technology and regulation characterizes the spatial orientations.
On the one hand, a financial dispersion affects the regional, national and
international markets. New information and communication technologies and
deregulation of financial markets jointly make remote trading away from large

international centers possible. On the other hand, to overcome threats to their
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territorial embeddedness, deregulated financial spaces in the large financial centers
are re-regulated (Budd, 1999). Central to this double play is that an institutional
change at upper level and an organizational change at lower level follow the
geographical patterns of these developments (Marshall, Gentle, Raybould and
Coombes, 1992). The rise of regional banking in Europe through the mergers and
branch rationalizations is an obvious testimony to the upper level spatial
developments. The organizatior,lal change can be seen in the changing geographical
preferences of banks at urban and regional level with reference to the emergent
branch models. These issues are analyzed in section 3.4 in a detailed way.

Before proceeding to a more detailed study of how new geography of banking
is constituted both within regional and urban contexts, it is useful to begin with the
spatial processes of money that shape the contemporary economic geography of
money. By placing the technological, regulatory and developmental concerns of
money at the center of geographical analysis, three interrelated processes can be
identified: homogenization of financial space (technology and geography), financial
deterritorialization (territorial sovereignty and technology) and financial
concentration (regional development and technology). The constitutive role of these
processes in the new economic geography of money is twofold: overall geography of
money and institutional geography of money. Leaving aside the classical
conceptualizations of these processes that are mostly based on a technological
framework, an attempt is made to introduce new formulations of these processes in
terms of understanding the different institutional geographies of money at local,
regional, national and international levels. In so doing, this more geography-oriented
approach joins a growing literature in economic geography, political economy and

regional planning.
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3.3.1 Homogenization of Financial Space

In order to deepen our understanding of the relationship between new
financial space and technology, we need to highlight the importance of technological
viewpoint as a crucial precondition for new economic geography of money. In the
previous chapters, an attempt to formulate “homogenization of financial space” was
made in terms of regional development issues of nation-states in the historical record.
Formulating it in a strikingly different fashion in order to disclose the different
institutional geographies of national banking, the study concludes that this process
can be evaluated as a basic objective of nation-states within a centralized institutional
system’’. In the contemporary geography of money, apart from this historical
formulation, homogenization of financial space is regarded as a counter process to
financial concentration.

In the new financial era, the constitutive role of space in the development of
money is tied in with the technological developments. The marrying of
improvements in transport and communications not only produces “an increasingly
compressed financial space” but also contributes to the homogenization of financial
space (Leyshon and Thrift, 1997). Counter to the end of geography argument®,
homogenization also takes place in the geographical terms as Leyshon puts it, “the
global financial system .. remains a geographical hybrid, (global and local
processes)” (1995: 534). Making possible remote trading away from large
international centers, a combination of new technological developments and
deregulation of financial markets offers new opportunities for local financial
development“. One emerging benefit of this is the re-creation of the intimacy of

small-town banking that is based on personal relationships.
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The financial homogenization brings serious consequences for the new
institutional geography of money. Despite the fact that national economic
geographies remain important, it seems unlikely that a national branch banking
system survives in the new financial era (Leyshon, 1995). The rise of regional
banking systems is most evident in the European countries with respect to the
emergence of regional banking.centers and branches. Taking the advantages of their
historically evolved institutional systems in regional banking such as U.S, some
countries experience a great diversity of regional-financial geographies. These
involve the historical concentration areas of financial activity such as South East
England and Greater London in the U.K. and the emergent regions of these in terms
of financial employment, branch network and operation fields*.

At urban level, homogenization mainly means an institutional restructuring of
financial institutions. While the traditional financial centers maintain their territorial
embeddedness based on the benefits of urbanization, localization and agglomeration
economies by means of re-regulation, other areas display patterns of financial
relocation. This relocation is closely associated with the changing organizational
needs of financial institutions and with their marketing strategies. This is most
evident in banking sector. Instead of heavily centralized branch networks, banks use
a hub and spoke model. Hub and spoke model was developed to meet the
organizational needs of banks pursuing a market segmentation strategy.
Segmentation of branches to better serve retail, corporate and commercial customers
is a major objective of this model. In most of the cases, expansion of branch
networks is achieved on a hub and spoke model featuring a limited number of full
service hub branches with spokes for retail and commercial outlets (Tiirkiye Dig

Ticaret Bankas1 A.S., 2000). The spatial outcome of this is the emergence of small
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banking nodes such as free' branches or satellite branches and the market
segmentation corresponding with a relocation of branches. This reorganization and
relocation in banking is reinforced by supposed tendencies from both Turkey and
Europe. In the Turkish case, homogenization of financial space reflects both the
historical and technological concerns of branch banking. Despite the fact that the
main goal of the state branch banking is to homogenize the public financial space in
Turkey, the geographical preferences of the private banking display an urban level
homogenization of banking activities in a hierarchical order. However, an analysis of
the contemporary geography of branch banking in Turkey requires a synthesis of
historical and technological conceptualizations of this process. Both regional and
urban branch developments of a number of Turkish banks given in the case confirm

the necessity of such a theoretical synthesis.

3.3.2 Financial Deterritorialization

Building on work on the spatial processes of money, we emphasize how
regulatory changes enhance the interpenetration of financial markets and, in turn,
transform the geography of money and finance. What starts to change is the nature of
state involvement in regulatory and public financial space. “Financial
deterritorialization™ labels the spatial outcome of this regulatory change related to the
functions of state.

When we conceptualize the functions of a strong state, a key function that
comes to mind is the territorial sovereignty. The integration of financial markets and
the rise of transnational financial institutions contribute adversely to the economic
sovereignty and autonomy of nation states (Martin, 1999a). Recent studies indicate
that the impacts of globalization on the geography of money are also rooted in the

same developments. According to one strand of research in the geopolitical economy
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tradition®’, new technological and organizational developments continuously
undermine the geographical roots of money and finance and the systems of economic
and political governance. Financial deterritorialization as a key process characterizes
the institutional effects of these developments on the overall economic and political
systelﬂ%. As Leyshon puts it “ all these developments represent a tendency towards
deterritorialization which is .having the effect of blurring our conventional
understanding of where we draw the boundaries around states and economies™ (1995:
533-534). For these institutional effects on geographical ground, prime importance is
attached to two factors: the organizational developments of financial system at
international and local levels and financial technological developments.

First, globalization and regionalism transformed the institutional functions of
nation-states into new grounds. As the functions concerned with issues articulated on
a transnational scale (security, migration, competition, financial markets and
industrial organizations) are transferred to international organizations, other
functions (infrastructural improyements, labor market adjustments support for inward
investors and technical and financial assistance to firms) are driven by local
organizations (Amin and Thrift, 1997). In a similar way, Leyshon identifies this
transformation as “the shift in power away from states and governments towards the
transnational interests of social élites, particularly those associated with global
capital, and especially financial capital” (1995: 533). The geographical outcomes of
this transformation are twofold. One is the diminishing power of the state on
regulatory and public financial space. While the established institutional forms of the
state such as national branch banking lose their controls over the constitution of
institutional geography, public concerns of financial development become

predominantly related to local finance. This double play seems to be the partial
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confirmation of global-local process within the context of financial geography. The
other is the emergent processes of geographical concentration and dispersion that
occurred simultaneously. On the one hand, the new international financial functions
add to territorial embeddedness of financial centers. In that respect, it will be
misleading to identify the financial centers as the oldest nodal points in a national
economic geography. Instead of this, these can be labeled as the nodes in the global
geography of money. This means that new geographies of money that are not
territorially bounded up with national economy arise in the boundaries of former
nation-states. On the other hand, a financial dispersion is accompanied with the rise
of local finance. Enabling remote trading away from large international centers, new
financial technology makes the dispersal of certain institutional forms possible. The
rise of regional and small town banking in many European countries supports this
tendency. Here, the related point to the territorial sovereignty is that different
regional geographies bounded up with both national and international economies
characterize local and public financial space. Within such geographies rooted in
local, regional and international, economic and political control of the state over
territory seems to be problematic.’

Second, the existing institutional structure of the state for money and finance
fails for technological reasons. Digitalization contributes significantly to the
contrasts between the non-spatial roots of electronic finance and the systems of
economic and political governance that are rooted in geography. The state finds it
much harder to govern e-cash and markets in cyberspace. Kobrin suggests (1997)
that E-cash is one manifestation of a global economy that is constructed in

cyberspace rather than geographic space. The fundamental problems that e-cash
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poses a threat to governance, which results from this disconnection between
electronic markets and political geography.

With reference to the geographical concerns of controlling the money supply,
effective economic borders and volume of money become questionable in a digital
world economy. Regulatory framework based on the spatial proximity matters of
financial institutions and customers appear to be ineffective for the governance of
electronic finance. In other words, territorial sovereignty that can be explained as “a
world where economic and political control arise from control over territory”
becomes problematic. Apart from the end of state argument, this highlights a
significant aspect of the change in the nature of political and economic authority
(Kobrin, 1997). To this extent, the emergent geographies of money and finance are
not only based on the changing regulatory needs of the new financial era, but also the
internal institutional dynamics that has a spatial expression. Specifically, the
geographical scope of banking and related financial activities is determined to a set
of organizational and technological factors as well as regulatory limitations.
However, in the national banking era, state had a distinctive role in the determination
of geographical limits of regulatory space through state banking and of public
financial space through branching laws. The spatial implications of this regulatory
change are most forcefully illustrated by the evolution of interstate banking in the
US. In the Turkish case, financial deterritorialization can be evaluated as a smoother
process occurred only in the regulatory environment and it is early to discuss the

technological concerns of this process.

3.3.3 Financial Concentration
While the homogenization of financial space leads to the rise of local and

regional finance, another process contributes to the concentration of financial
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systems in particular locations. Thinking about how financial distanciation process
contributes to the constitution of new financial space in the contemporary geography
of money is instructive in at least three ways: financial concentration, uneven
regional-financial development and changing institutional geography of money.
Some of the work in the triangle between, geography, money and technology
claims that for the contemporary financial development, space plays its constitutive
role on a technologically determined ground. The marrying of improvements in
transport and communications makes it possible for specific market nodes, usually
large urban centers to produce an increasingly compressed financial s1.:>ace (Leyshon
and Thrift, 1997). This compréssed space not only characterizes the technological
and infrastructural concerns of these market nodes but also the locational aspects of
these. In other words, the compressed financial space is made possible by financial
concentration’’. The concentration of financial institutions in these particular
locations, especially in financial centers is closely associated with the historical .
advantages of these places. New technological and regulatory developments also
come together to stimulate the territorial embeddedness of financial centers. Dow
(1999) states that the presence of significant stocks of wealth in tﬁe financial centers
is associated with path-dependency or cumulative causation process which is based
on the localized concentration of expertise, specialized institutions, networks of
information and trust, and marl;et confidence. Recent studies indicate that a form of
financial distanciation process arises with respect to the concentration of high level
financial services (headquarter functions) in these places. These financial services
seem to be dependent on the broader context of international functions in these cities.
However, the same technological developments pose a threat fo their territorial

embeddedness of financial centers by making possible the removal of some non-
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routine functions to local areas. Against the geographical dispersion effects of new
technologies, re-regulation of financial centers becomes the most important task in
most of the countries.

At this point, an important question to put forward is why the institutional and
functional concentration of mor;ey and finance in particular locations is important to
the concerns of regional-financial development. This question is best answered by
drawing on the relationship between locational argument and regional development.
The reason why this locational argument is important to local and national economy
is that financial centers are the important employers and generators of income.
Financial services and their availability differ from one locality to another and thus
the economic development of these localities seems to be dependent on their
financial geographies. In other words, the locational argument is tied in with
increasingly close relationships between the capacity of local economy, financial-
center formation and particular' financial services (Dow, 1999). In the light of this,
another form of financial concentration appears to be related to the regional
development from a local finance viewpoint. Dealing with the role of interregional
flows of capital in regional inequality®®, role of financial system in uneven regional
development and local finance and uneven geographical development, major
contributions are made by both the Marxian and Keynesian approaches®.

According to Marxist work, financial system reproduces or reinforces uneven
regional development and the organizational and spatial centralization of financial
institutions contributes to financial exclusion. The withdrawal of banks and other
financial institutions from poorer areas led to the emergence of areas of financial
exclusion, in which local residents orientated towards other local, non-bank circuits

of finance or developed their own local monies in the form of community-based local
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exchange and trading systems (Martin, 1999a). The financial exclusion not only
affects local and regional geographies but also urban geography. Within a more
sociological framework, the physical delinking of financial institutions from
community is evaluated as a consequence of rules that favor mobility over
community, speculation over private investment and volatility over permanence. The
mostly peripheral and suburban locations suffer from this physical delinking and the
institutional reorganization of financial institutions, mainly banks. A restructuring in
the internal organization of banks in the specific urban areas can be evaluated as a
counter response to this. An urban level financial exclusion is most evident with
respect to new financially divided landscape in a number of cities of the developed
world. No doubt there is considerable accuracy to this depiction in the US case. In
Los Angeles, certain poorer areas are continuously excluded from financial services
like home loans, mortgage finance and insurance and these areas are represented by
the concentration areas of ethnic groups like Hispanic population in most cases. This
condition is also reinforced by the distribution of bank branches and there is a clear
under-representation of bank branches in lower-income and minority areas of Los
Angeles that can be termed as “redlined districts” or “no-go zones”. Corbridge and
Thrift (1994) state that this heterogeneous distribution brings “consequent
detrimental results in terms.of their ability to access funds for economic
regeneration”.

In a more detailed way, The Keynesian approach mainly signifies the
regional-financial aspects of financial concentration by drawing attention to the
spatial pattern of liquidity preference and of credit creation, regional-financial
segmentation and spatial evolution of financial systems. The basic premise of this

approach is that the less developed nature of local finance in terms of organizational
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and functional efficiency is mainly based on financial concentration. This offers the
very important explanatory tools for financial concentration because it seems to be
the partial confirmation of concentration in the side of financial centers. In other
words, the existence of financial exclusion areas is mainly bound up with the heavily
centralized nature of financial centers in institutional and functional terms. In
institutional terms, lower-income peripheral regions have more limited access to
credit from national and international banks and so they become most vulnerable to
unexpected fall in asset values. A low confidence in expectations of asset prices
accompanying with the dependence of peripheral economies on outside financial
institutions brings about high liquidity preference as a rational response. This
negatively affects the efficiency of local financial institutions in particular to the fact
that low redeposit ratios are more limiting the less developed the banking system by
impeding the competitive potential of local banks (Dow, 1999).

Within this framework, in addition to the economical concerns of financial
concentration process, an attempt is also made in sociological terms. Concentrating
on the spatial pattern of credit allocation, Dow (1999) draws attention to the role of
social distance in the geography of classes of borrower. She showed that these
classes do not correspond to physical areas. The social distance between those
districts redlined as representing unacceptable credit risk, and financially approved
districts may be just as great as the physical distance between small communities and
financial districts, which are geographically remote. To the extent that these poor
districts are dependent on informal suppliers of credit which are far less sophisticated
than the advanced banks (namely money-lenders), they will be more credit-
constrained and be offered less'advantageous terms because of the poor competitive

position of their credit suppliers (Dow, 1999). This viewpoint is important because it
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shows that financial concentration process takes place within the wider context of
economic, spatial and social relationships.

Within an institutional context, financial concentration is enhanced by a
convergence of organizational changes in banking, including mergers and
acquisitions, rationalization and consolidation of branches™® and further changes in
the internal organization of banks such as the relocation of headquarter and back
office functions (Marshall, Gentle, Raybould and Coombes, 1992). Here, a number
of studies show that the negative effects of these organizational changes for local
financial development are mainly originated from a national branch banking system.
In the light of this, Martin (1999a) states that local and regional banking systems tend
to be more rooted in and committed to the local econoniy and community than do
local branches of centralized national banks. A national branch banking system may
mean that branches in localities that suffer economic decline can be protected by
profits made by the national network of branches as a whole. However, the branches
in peripheral and economically depressed areas are the first to be closed down in
terms of the operational rationalization of national banks. In conclusion, different
institutional geographies can generate different geographical biases in the circulating
of savings, credit and loans.

The historical and cont'emporary aspects of financial distanciation process
may be best illustrated by evidence from the UK (Pratt, 1998 and Sinden, 1996).
Directing his attention to the historical geography of regional banking in the UK,
Pratt (1998) explains that the UK bank restructuring in the 1980s -and 1990s
represented a new stage in financial distanciation’ 1 A pumber of developments
involving the decline in profit margins on international business, the increase in

domestic competition from non-bank financial organizations and economic recession
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forced the British clearing banks to rationalize and to redesign their branch networks.
Since 1989, each of the clearing banks has closed one fifth of its branches and further
closures are anticipated by the major financial conglomerates. Many of the functions,
which were previously located 1n branches, have been transferred to regional centers.
In addition, personal and medium-sized-firm lending decisions have been
centralized, either in specific sites or at the head branch in the cluster. Where
previously branches were semiautonomous units within the large banks, they have
now been grouped together in clusters (of up to twenty branches) and management
has been centralized in one central branch (Pratt, 1998).

Sinden (1996) draws attention to the effects of this type of spatial clustering
on banking employment with reference to geographical restructuring in British retail
banking in the mid-1990s. Geographical restructuring of employment in British retail
banking occurred in two areas: the local branch network and the regional
reorganization of major retail banks. In this period, a branch rationalization in some
localities and inner cities originated from both a competition with building societies
and non-financial institutions and new technological development in branch network
infrastructure. Such developments led to a reduction in the amount of back-office
work. A change in the regional organization of branches labeled as “satelliting” also
affected the status and amount of workers in retail banking. The segmentation
branches into central and sub-branches brought further change in the division Qf
labor. At this point, a spatial clustering of employment can be evaluated as an
outcome of this organizational change: “With this separation of service provision,
there has been a corresponding division of labour between various bank sites such as
multi-service high-street branches, factory style payment processing centres clustered

at highly accessible nodes of the transport infrastructure such as major motorway

<
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junctions, and other centres often on green-field sites dealing with specific functions
such as telephone banking and customer services”(Sinden, 1996: 36).

This section concludes with some brief comments about the relevance of two
interrelated spatial processes (financial concentration and exclusion) for the new
geography of money. In the Turkish case, these processes are assumed greater
importance in the emergent geographies of private branch banking. Here, a regional

analysis of financial exclusion can be evaluated as a first attempt in the literature.

3.4 New Geography of Banking

The spatial processes of money have also important influences on the
constitution of geographical patterns of banking. This can be seen in two processes
(homogenization and deterritorialization). These two processes produce different
regional geographies in terms of institutional structure and location. Homogenization
brings further institutional change at local and regional levels. On the one hand, the
rise of local finance and regional banking leads to the emergence of new regional-
financial nodes and the relocation of some institutional functions (Sinden, 1996). The
removal of some non-routine financial functions to specific market nodes in these
areas reinforces this tendency. On the other hand, homogenization results in a greater
spatial and organizational con;:entration for national financial institutions. This is
most evident with respect to the geographical consolidation of retail bank branches
and the emergence of regional-financial offices in most of the European countries™.
In most cases, local, national and international financial institutions share the same
financial space. One could perhaps interpret this as a different explanation of global-
local processes in spatial and institutional terms.

The spatial and institutional outcome of financial concentration contributes to

the constitution of new economic geography of money in a different way. The
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emergence of financial exclusion areas at regional and urban levels and
organizational and spatial centralization of financial institutions reflect both sides of
this process. In local financial development, concentration weakens the institutional
thickness by enabling the withdrawal of nationally bounded financial institutions and
of both routine and non-routine, decentralized functions from poorer areas. In other
words, this creates the institutionally homogenous (regional or local finance) but
functionally heterogeneous (informal suppliers of credit such as money lenders,
regional and local banks and other local financial institutions) financial space. For
financial centers, financial concentration process offers the important advantages in
terms of the maintenance of their territorial embeddedness. However, increasing
organizational needs of financial institutions lead to an institutional restructuring
away from central locations. The relocation of headquarters at urban level is an
important example of this development (Sinden, 1996 and Thrift, 1996). Another
form of financial exclusion also affects the outer city locations. Some peripheral and
suburban urban areas are completely excluded from financial services and
institutions. To overcome this exclusion, new organizational models such as
“satelliting” only target reorganization in the inner city locations.

To characterize the new geography of banking, prime importance can be
attached to the two interrelated tendencies. First, the spatial patterns of banking in the
new financial era are reshaped by the internal institutional (organizational change)
developments. Second, the changing geographical preferences associated with the
financial characteristics of cities and regions also affect the institutional and
locational strategies of banks. Here, technology seems to be a dominant parameter in

the comprehension of the spatial basis of this interrelationship. Central to this, the

81



following sections concentrate on the changing spatial patterns of retail and
wholesale banking.

Before discussing the urban and regional patterns of banking, it is important
to recognize the relationship between bank finance and space. Banks achieve
financial intermediation through overcoming the geographical distances and
locational differences between lenders and borrowers. The survival of traditional
banking is tied in with close relationships between the spatial characteristics of
potential borrowers and bank finance. Bank finance may be more important in some
regions then in others and similarly, portfolio behavior on the asset side may differ
from one region to another (Dow, 1999). Banking system enables the liquidation of
the financial resources at national or international levels. In other words, banking
system makes it possible to liquidate the resources by transferring funds from locales
that have excess funds to locales that have a lack of fund.

In this system, different functions and institutional forms determine the
geographical patterns of banking activities. While retail banking is distributed
geographically, merchant banks and bank headquarters follow a process of spatial
concentration (Martin, 1999a and Semple and Rice, 1994). In other words, to operate
efficiently in a specific market.~area, banks must rely both on institutional structure
and geography. In most cases, interplay between the two factors determines the
functional and organizational efficiency of banks. It is discussed that such interplay
is forged along three dimensions: deregulation, competition at international and
national levels and technology. However, this is not to suggest that the traditional
patterns of banks’ institutional geographies remain the same, but rather to emphasize
a diverse set of accounts of a spatial and organizational restructuring. Throughout the

1990s, a great deal of thought and study of this restructuring was given to two
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questions: Does the spatial concentration of banking generate a different pattern of
credit creation from a more geographically dispersed banking system? And will
merger and acquisition activity concentrate banking so that head offices are
concentrated in a few large financial centers? (Dow, 1999). At this point, a third
question arises as to whether different institutional systems of banking change the
geographical patterns of this organizational restructuring at urban and regional levels.
This question is best answered by drawing on the banking developments in the new
financial era.

Since the early 1990s, to survive in the new financial era, banks devote their
efforts to new operation areas such as “fee-based services” and trading by means of
derivatives (futures and options). Here, the determination of suitable markets for
banks depends on the geographical patterns of these activities. Despite the existence
of a global trading area for futures and options, fee-based services remain dependent
on domestic market. The success of banks in the trading of fee-based services seems
to be related to their institutional structures in the home country and to their
familiarities with local economic conditions (Bellanger, 1993).

The institutional outcomes in this technologically and politically determined
financial era are related to the fact that both an internal and external restructuring
affects the institutional geography of banking. One the one hand, new organizational
forms emerge with respect to new locational preferences at urban level. Increasing
merger and acquisition activity and reorganization of headquarter functions reflects
the important spatial consequences such as concentration and relocation. These
spatial transformations are forcefully represented by banking across the European
Union. New national universal banks in the European banking emerge due to the

increasing merger and acquisition activity and these tend to locate in the existing

83



financial centers. One the other hand, branch networks undergo tremendous changes
and new branch systems such as satelliting force banks to change their geographical
preferences at urban and regional levels. The emergent processes of branch
rationalization, geographical consolidation and branch segmentation justify this

claim. A detailed analysis of these processes is made in the following sections.

3.4.1 Retail Banking

In order to comprehend the geographical patterns of external restructuring in
banking, attention ought to be given to three sets of factors which happen to be
highly interdependent: changing nature of banking, organizational change and
geographical restructuring. These are mostly evident in retail banking®. Counter to
the anticipations in the 1980s, since the early 1990s, retail banking has undergone
tremendous growth through technological advances that have made retail transaction
processing more efficient and cost effective. Bellanger states, ““ In an era of extensive
market volatility, moreover, retail banking customers have served as an oasis of
stability and strength, providing deposits and generating business at predictable rates
that can be quite profitable if managed intelligently” (1993: 53).

Both regulatory and tecimological developments force banks to change their
retail banking strategies in terms of function, delivery system and market area. One
the one hand, some political and economic developments at national level contribute
to the rise of retail banking. A typical example comes from the United States. The
developments of national financial system in the United States, including a
combination of deregulation and reregulation, a crisis in the savings and loans
industry and the collapse of commercial real estate prices, have fuelled the
development of retail banking in the 1990s (Pollard, 1999). One the other hand, va

restructuring in retail banking originates from technological developments. The
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replacement of mass marketing by one-to-one marketing and a knowledge revolution
in which relationship technologies create a net-centric financial environment not only
affects whole financial services industry but also retail banking (Channon, 1998).
Traditionally the relationship between the bank and its customers has been on
a one-to-one level via branch network (See Figure 3.1). This led to the concentration
of clearing and decision-making responsibilities at the individual branch level. The
head office had responsibility for the overall clearing network, the size of the branch
network and the training of the staff in the branch network. In this structure, the bank
monitored the organization’s performance and set the decision-making parameters,
but the information available both to branch staff and their customer was limited to
one geographical location (Gandy and Chapman, 1997). This institutional structure
radically changes due to new organizational needs and new operation areas in retail
banking. The evidence from both the United States and Europe show that selling a
widening range of insured and uninsured products in rapidly changing retail markets,
motivates banks to improve their technological infrastructures and financial
organizations (Morgan, Cronin and Severn, 1995). Banks’ information-gathering
marketing and product-delivery capacities are now multi-channel and becoming
increasingly divorced from the physical inﬁ'asfructure, technologies and personnel of
their branch networks (Pollard, 1999). Here, Gandy and Chapman (1997) ground
their arguments on the assertion that these institutional and technological
developments constitute the further motivation for the emergence of a new
relationship oriented bank (Figure 3.2). Despite the existence of risks in the change
of the bank’s public face, the continuous evolution of banking practice and
information technology forces banks to adapt to a new branch banking system as a

foundation of a new technical architecture. Figure 3.3 adds further detail to this
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account of technical architecture by giving a comparison between strategic banking
and traditional banking system‘s. The account of technical architecture by giving a
comparison between strategic banking and traditional banking systems The
traditional branch bank as a necessary component of customer service has a
“convenience function”. Against the competition of new and more convenient
services such as electronic banking, banks “shrinking and automating” their branches
while expanding their functions and geographical scope (Bank Management, 1996).
Within this new system, the meaning of branch is changing in terms of function,
environment and organization. Branch’s expanding definition® involves both
physical (traditional branches and fully automated mini-branches) and non-physical
environments (ATMs, automgted kiosks, telephones, personal computers and
Internet) (Bank Management, 1996). This definition also reflects two counter
approaches on the future of retail delivery system: end of branch banking and
durability of bank branches.

According to first approach, in the new banking era, the banks’ capacity to
adapt to new developments becomes mostly related to the adaptability of their
organizations. The post-war period saw the tremendous growth of suburban
branching systems. However, in the world of changing organizational and functional
needs, there is no future for the brick and mortar branch banking system. From a
technological viewpoint, to make branch network cost-efficient depends on a
nationwide branch rationalization. “The branch-as-sales office philosophy” is not
applicable to traditional branches (Borowsky and Colby, 1993).

A somewhat different approach claims the durability of bank branches in
retail banking. This states that branch banks will adapt to new technological and

institutional developments by overcoming “overbranching” and high costs of
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traditional branches. The definition of branch will change in the future of retail
banking, but its physical presence will be captured in any institutional form™.
Despite the advantages of physical presence in bricks and mortar banking such as
“built-in traffic”, new institutional structure appears to be dependent on the
interaction between branches and existing technologies. To maintain their physical
presence and convenience based on the institutional structure, retail banks adapt new
institutional models to their org,;anizations%. Evidence from the United States shows
that traditional branches are transforming themselves into comprehensive financial
service centers with investment and insurance capabilities. This transformation is
most visible in the two main institutional models: point of purchase system (POP)
and hub and spoke branch system (See Figure 3.4 for evolving branch network
systems).

Point of purchase system is to use branches as sales centers for investment
products such as mutual funds as well as loans (Borowsky and Colby, 1993 and
Miller, 1997). In the constitution of this system, banks use the research and
evaluation techniques of the gupermarkets. Since the early-1990s, most of retail
banks in the United States have used Aub and spoke branch system to make their
organizations and delivery systems efficient and suitable for changing retailing
strategies. In most cases, the system consisted of market branches (spokes) which
serve basic retail needs as well as small business customers and a regional center
(hub) which offer full retail services (Borowsky and Colby, 1993). To extend the
geographical scope of retail banking services, the banks established these branches
homogeneously within rural and suburban areas.

The pertinent point for the geographical restructuring in retail banking is that

the important developments occur both in local branch networks and organization of
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major retail banks at urban and regional levels. The former indicates that a number of
processes involving rationalization and consolidation jointly affect the geographical
patterns of branch banking. Branch rationalization has an important influence on the
emergence of financial exclusion areas at local, regional and urban levels and on the
nature of branch network.

At local level, rural areas, economically depressed areas and non-profitable
areas for any financial activit); are subject to this process. Last indicates that the
boundaries of a rational and profitable market for banks do not coincide with the
geographical regions, former local and regional-financial centers and the
administrative areas of the state with reference to geographical, regulatory and
developmental criteria. This is mostly evident in the Turkish case. Similar to credit
rationing, each bank determines its geographical scope of activities that are served by
branch network according to a number of factors: the sufficiency of deposit potential,
the efficiency of its organizational structure, the spatial requirements of its retail
banking strategy and the existence of a familiar financial environment in which
spatial clustering of different banking services take place. Here, “social distance”
between the locales and banks" headquarters also occupies a key position in the
emergence of local areas of financial exclusion (Dow, 1999). Taking into account of
their market segmentation strategies at regional level, retail banks also determine the
extent of their branch networks with reference to various income groups and some of
them draw attention to other social parameters. In the light of this, branch
rationalization is a spatially selective process in retail banking and economical
concerns are assumed greater importance in the determination of the scope of retail

banking network.
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At regional level, branch rationalization brings further change in the hierarchy
of retail branch network and tﬁis represents a regional form of financial exclusion.
What must be noted about these hierarchical changes is that regional composition
and function of retail branches is affected by both geographical and organizational
restructuring in retail banking industry. The geographical restructuring of British
retail banking in the mid-1990s exemplifies this tendency (Sinden, 1996).
Rationalization is not homogeneous at regional level either and this process can be
evaluated as a dynamic process that continuously changes the financial characteristic
of different regional nodes. Regardless of the overall regional finance and income,
the areas excluded from branch network reflects the “redlined districts” within a
particular region (Dow, 1999). Here, changing retail strategies, financial competition
and technological restructuring become mostly important rather than the financial
and economic conditions of regional nodes. The British evidence shows that a branch
rationalization in some localities and inner cities originates from both a competition
with building societies and non-financial institutions and new technological
development in branch network infrastructure. Such developments bring a reduction
in the amount of back-office work (Sinden, 1996). Organizational restructuring
appears to be closely associated with the emergence of regional centers both in retail
and wholesale banking. In retail banking, regional centers are used both to
compensate the lack of retail banking delivery in the local areas of some developed
regions and to transform traditional branch network into fully technological
institutional system. In most cases, regional centers are constituted not only to
centralize high level credit and investment decisions but also to conduct retail
banking delivery system. The restructuring of the British clearing banking in the late

1980s reinforces this tendency (Pratt, 1998). The geographical distribution of
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regional centers coincides with both the places of older regional nodes and of
emergent areas of financial activity. From a regional finance viewpoint, in both
cases, these can be evaluated as institutions formed to soften the negative affects of
financial exclusion at regional level. To counter this, one could signify that regional
centers are the spatial and institutional outcomes of financial concentration process at
regional level. Despite the common assertion that branch rationalization changes
both the institutional nature a.nd geographical preferences of retail banking, the
evidence from the UK also signals that some banking conglomerates maintain their
extensive retail networks at local and regional level (Sinden, 1996). The major
reason of this seems to benefit from a poor economic climate in terms of new market
opportunities in retail banking.

Branch rationalization is also spatially selective at urban level. The UK and
the United States cases identify that mostly the branches in low-income inner city
and suburban areas are the first to be closed down in terms of the operational
rationalization of bank. Moreover, the peripheral areas are excluded from a familiar
financial environment, spatial glustering of financial institutions and infrastructural
facilities suffer from this process. As Dow (1999) puts it, the “redlined” financial
districts are mostly evidentv at urban level. Here, an important point to take into
consideration is that bricks and mortar banking seems to be dependent on high street
locations. In most cases, the geographical distribution of branches does not proceed
the geographical pattern of concentration and dispersion of various urban activities.
High street banks share a familiar financial environment and these constitute
different financial communities according to the relationships between organization,
function and information flows. While traditional retail branch banking displays the

same patterns of high-street banking in terms of spatial clustering, new retail branch
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networks rest on a different set of location factors with referen;:e to new delivery
mechanism. In the Turkish case, this tendency is explained in the following way: “
apart from the benefits of a spatial clustering, each bank ought to create its own
attraction for a suitable operation area in new banking era”. This emphasizes the fact
that the new banking era is represented by a multiplicity of institutional geographies
at urban level that is emerged due to different organizational, functional and
locational requirements of banks. In that connection, rationalization at urban level
represents an institutional restructuring for major retail banks. Hub and spoke, free,
high tech branching and branch as sales center systems are both the outcomes of this
restructuring and rationalization. However, these lead to a different form of financial
exclusion. These new branches offer only standardized financial products and
various customer segments tha;t need sophisticated financial services and products
remain dependent on the institutions in the central locations. The findings point to
the fact that new institutional models must involve the retail banking services for
customers both in the “redlined” and “non-redlined” districts and these also
undertake some crucial services of traditional branches.

Geographical consolidation of branches in retail banking displays the same
geographical patterns at local and urban levels. The evidence from the UK and the
United States show that consolidation is spatially selective and mostly, low-income
inner-city areas and communities are negatively affected (Martin, 1999a). However,
consolidation can be mainly observed at regional level. In retail banking,
organizational restructuring is bundled with several regional branch network
strategies: regional market segmentation, relocation of branches and branch
segmentation. In the implementation of these strategies, the closure, downsizing or

rationalization of local offices has an utmost importance. What appears to
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characterize the geography of consolidation is that it occurs both in the non-
profitable areas of retail banking and in the areas subject to regional branch strgtegies
of banks.

In most cases, rationalization in employment and relocation of headquarter
functions®’ follows the consolidation. In British case, the impacts of restructuring in
retail banking in the late 1980s and early 1990s on branch employment were twofold.
Consolidating the branches in their traditionally strong regions, some banks
attempted to maintain their existing employment structures. However, others found it
harder to operate in their regions and launched a wide range rationalizations in the
overbranched towns (Sinden, 1996). Regionally “redlined” districts for consolidation
does not coincide with the areas of financial exclusion everywhere. The areas of
organizational restructuring in some regional nodes like the places of spoke branches
experiences widely this process. The latter signifies that a regional reorganization at
branch level is closely associated with the emergence of new institutional models in
banking. The British experience shows that the impacts of satelliting or hub and
spoke model on regional patterns of retail banking are twofold: more hierarchical
relationships between branches!and change in the division of labor. Segmentation of
branches into central and sub-branches reflects that distinct market areas for retailing
are represented by different locational, socio-economic and financial parameters.
Unlike the role of traditional branch network in the standardization of these
parameters, new branch system brings a “heterogenization of financial space”. In
other words, satelliting makes it possible for branches to serve in different
geographies that are financially excluded or not. These different institutional
geographies se;sm to be connected to functionally and organizationally a central place

(the areas of hub branches). One could interpret this as leading to a functionally
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centralized but geographically dispersed institutional system. A change in the
regional organization of branches also has an important influence on the status and
amount of workers in retail banking. The segmentation brings further change in the

division of labor and leads to spatial clustering of employment.

3.4.2 Wholesale Banking

Both technological and economic developments in the 1990s motivated banks
to direct their attention to retail activities in favor of new branch banking. In the era
of extensive market volatility, wholesale banking® becomes an unprofitable business
in terms of cost efficiency, product diversity, market efficiency and organizational
flexibility (Bellanger, 1993). However, corporate banking activities still matter in the
explanation of territorial basis of financial centers.

What appears to characterize the geographical pattern of wholesale banking is
the spatial clustering of high level financial services. Financial centers at regional
level and high street areas at urban level represent the most favorable areas to
wholesale banking. Financial centers as “the headquarters cities” (Semple and Rice,
1994) benefit from the advantages of spatial clustering of employment, financial
flows, economic climate, financial communities and high level financial services. In
other words, wholesale activities mostly take the advantages of territorial
embeddedness of these centers. In the Turkish case, the location of corporate banking
activities in three greatest cities reinforces this fact.

The relocation of the ﬁead offices not only affects the regional pattern of
retail banking but also of wholesale banking. There is growing evidence to suggest
that relocation determines also the location of these activities at regional level. Here,
a twofold division can be used to the institutional geography of corporate banking:

wholesale branches of major banks and full corporate banks involving investment
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and development banks. For wholesale branches, relocation at headquarter level do
not change the branch locations because these take advantages of their high street
locations. However, corporate banks display a different set of locational
phenomenon. The Turkish case shows that these have a greater locational flexibility
because of their rudimentary branch networks. Despite the advantageous position in
their high street locations, relocation leads to a change in the location of corporate
banking, but this locational cﬂange occurs in the same financial environment. As
corporate banking is mostly a regionally selective activity, an inter city and inter
regional locational change are less observable phenomena. Most of change is
dominated by locational developments at intra urban level. The move of corporate
branches to the different high street locations in an inner city where a familiar
economic climate takes part in favor of investment and corporate banking activities
tends to support this assertion.

Another important point is that the existence of a familiar economic climate
has an important influence on the geography of wholesale banking at urban level.
The evidence from Turkey and‘Europe illustrates that upper level financial activities
tend to be related to a financial community formation. This is mostly evident in
corporate banking because it is mostly interbank. Both spatial concentration and
information flows between these banks form a banking climate that is suitable for the
interbank markets. However, major threats to these markets are also related to
information flows: “Improved information flows and global integration constitutes a
major challenge to wholesale banking” (Heffernan, 1996: 24).

The urban location patterns of wholesale banking differ according to bank
type. While the location pattenis of full corporate banks coincide with financial

community formation, wholesale branches of major banks seem to intertwine with
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their overall market strategies and organizations. In some cases, these branches
locate in the particular market areas according to the market segmentation strategies
of banks. The spatial processes such as rationalization and concentration appear to
have little impact on the organizational and locational developments of wholesale
activities. This is because corporate banking mainly displays the patterns of unit
banking rather than branch banking. In the Turkish case, most of the investment and
development banks have only one branch (Turkiye Bankalar Birligi, 2000).
Traditionally, corporate banks occupy a key role in financial concentration process
because these are naturally spatially selective. Except for some banks that have local
roots like Okanbank, the locational preferences of most banks display the patterns of
path dependency.

In conclusion, an analy‘sis of the spatial preferences of wholesale banks or
corporate branches can be useful to comprehend the urban geography of money and
finance. However, regional and intra-regional patterns of banking - cannot be
explained by a financial community formation. Thus, the outcomes of the case are
chiefly generalized in the new institutional geography of retail banking. In the
Turkish case, a spatial analysis of wholesale banking (Okanbank and corporate
branches of Garantibank) is necessary to signify the importance of a convenient
financial environment in the constitution of institutional basis (interbank) for the
banks. This point may be illustrated by the urban location patterns of Turkish banks

in Istanbul, Ankara and Izmir.
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CHAPTER 4

GEOGRAPHY OF BANKING IN TURKEY

4.1 Geography of Banking

A closer look at the historical geography of money in Turkey reveals that the
broader financial, commercial and political developments contributed to the
constitution of different geographies of banks and other financial institutions. One
way to comprehend the spatial implications of banking development in the last two
decades is to look back in the brief history of national banking in Turkey. The
methodology in this section corresponds to the way in “Chick’s theory of the stages
of banking development” (Dow, 1999) which develops a proper perspective on
money, space and history. For the genesis and development of Turkish banking, the
three important stages are instructive: national banking, restructuring of banking in

the 1980s and the new banking era.

4.1.1 Historical Geography of National Banking

Most of the studies identify national banking in Turkey as a specific phase,
which occurred in the period of 1923-1932. However, this study combines the stages
of Turkish banking until the 1980s into one: “nation-state banking”. At the core of
this combination is the assumption that Turkish banking in the Republican era

displayed a somewhat different pattern of nation-state banking until the 1980s.
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However, the study uses the fivefold division of Turkish banking® to provide a
framework for the spatial developments during this period.

The historical developments in Turkish banking until the 1980s intertwined
with the spatial developments at national, regional, urban and local levels. While
state banking played an important role in the constitution of regulatory and public
financial spaces in this period, the private banking contributed to the constitution of
regional and national institutional geographies. In fact, the roles of both state and
private banking in the constitution of these geographies happened to be highly
interdependent in the five specific stages of Turkish banking.

The 1923-1932 period labeled as national banking was characterized by both
financial concentration and dispersal. The urban dominance of national banking in
the early Republican era was not only visible in the commercial cities as Istanbul and
Izmir but also in Ankara as a capital selected by the young Republic. In this period,
the relationship between the center and the local areas changed in banking. The
center (Ankara) displayed the patterns ofa rapid escalation in the banking propelled
by political power to achieve the national organization of commercial and industrial
credits. Failure of this movemelllt to pursue a nationwide branch policy led to the rise
of local banking in Anatolia. Despite the existence of some local banks today, the
majority of these found it much harder to compete with the large national banks such
as Ziraatbank, isbank and Tiirk Ticaretbank in the 1930s. With the introduction of
the Banks Act in 1936, some of these banks which were evaluated by the government
as a form of usury had to withdraw from the market (Okgtin, 1997). Ironically, the
government’s efforts to homogenize the public financial space through the
nationwide branch networks only added to furthexi development of strong ana

spatially selective private banks in the post-war period. This seems to be the partial
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confirmation of the dominance of private banking in the trio (Ankara, Istanbul and
Izmir).

As for the developments in the second stage (1933-1944), state banking was
important to the emergence of regulatory space36° and the homogenization public
financial spaces with reference to the promotion of investments. in particular sectors
of the economy. That is the reason why their operational areas mainly corresponded
to the geographical scope of regional banking. However, this type of regional
banking neither targeted local financial development nor involved a limited
geographical scope. With their emergent branch networks, these operated in the
distinct financial geographies that coincided with both the areas of agriculture and
raw material and the potential areas of commercial and industrial investments. In the
following period, these became universal banks that were engaged in retailing and
public sector investments. This led to the two important spatial outcomes in the
institutional geography of state banking: urban concentration and regional dispersal.
At urban level, branch banking orientated towards the important commercial and
agricultural centers that were suitable for retail banking. An important point indicates
that the territorial embeddedness of most of the places, especially regional nodes,
was based on the nationalistic era of Late Ottoman Period. However, this cannot be
evaluated as a starting point of financial distanciation or concentration because
regional dispersal of state banking occurred through the nationwide branch networks.
Performing local financial functions and assisting the implementation of some state
functions, these branches played an important role in the homogenization of public
financial space.

The post-war period saw the dominance of priv:;lté banking in the constitution

of distinct regional and urban geographies of money. Throughout the 1945-1960
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(private banking) and the 1961-1979 (planned era) periods, private banks contributed
to the financial concentration in particular urban areas. Aside from their nationwide
branch networks, private banking was mostly regionally selective during this period.
To this extent, two main bank groups are worthy of note: medium and small-sized
commercial and investment banks and big family banks like Akbank, Garantibank
and YKB. While the former features the geographical patterns of regional and local
banking with the exception of investment banks, the latter contributed to financial
distanciation and urban concentration. Although some family banks extended their
geographical scope to the particular regions that were far away from the traditionally
strong areas of banking, most of them established their branch networks along the
trio (Istanbul, Ankara and Izmir), major urban centers, regional nodes and historical
areas of finance and money. Taking advantage of its territorial embeddedness as a
national financial center, Istanbul occupied a key position both in the branch
strategies and location decisions of the banks. Posing a threat to regional and local
banking, the holding banking in the 1970s also added to financial concentration
process in Turkey. Far from having a public concern of local financial development,
these holding banks started to build their branch networks along exact spots by
takeover, foundation or consoiidation of local branches. Overall, the institutional
geography of private banking represented by nationwide branch networks that
involved both intensified branch structures in the major cities and rudimentary

branch structures in the local areas.

4.1.2 Restructuring of Banking in the 1980s -

Any discussion of how the contemporary geography of money and finance in
Turkey is analyzed within a spatial-institutional framework has to focus on the

financial developments in the 1980s. Although, the structural characteristics of
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institutional change in Turkish banking are inherited from this period, the spatial
outcomes of this restructuring are most evident in the 1990s and early 2000s.

Before 1980, a convergénce of factors involving the economic and political
instability, poor adaptation of financial technology and weakness of financial sector
hampered the development of Turkish banking in terms of product diversity,
operational efficiency and organizational flexibility. The lack of competition and the
unsophisticated non-financial participants in the real economy adversely affected
financial innovation in the Turkish banking sector®. In this period, banks offered
limited services such as deposit collection, loan sales and fund transfer services for
retail business (Akcaoglu, 1998).

The 1980s saw the underlying economic conditions, foreign entrants and
economic competition. The introduction of a stabilization and liberalization program
in January 1980 brought further change in the functional and organizational structure
of banking. New profit opportunities appeared in the area of foreign trade finance
and related specialist services, foreign banks and small domestic banks, which were
not able to establish large branch networks, began to operate®. These developments
have propelled banks to develop new competitive strategies and to adopt new
products such as consumer credit and credit cards or new processes such as ATMs or
EFT (Electronic Fund Transfer) systems® (Akgaoglu, 1998).

These structural changes were motivated by macroeconomic policies and
financial innovation had a limited influence on the institutional geography of banking
at urban and regional levels. The regional distribution of branches in private and state
banking remained the same throughout the 1980s.

In private banking, what started to change Wa's the nature of branch

organization. The large banks with their extensive branch networks and emergent
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small commercial banks with their rudimentary branch networks contributed to the
geographic concentration of banking activities. The major retail banks used new
delivery mechanism in favor of branch concentration in the urban centers.
Establishing extensive ATM networks instead of traditional branches, these banks
rationalized their operations and organizations in the local areas. However, the
geographical scope of this rationalization both in branch and staff was very limited
because private banking in Turkey is traditionally regionally selective. Most of them,
especially family banks such as Akbank and Garantibank maintained their branch
networks throughout the 1980s. This proves that the local areas traditionally
excluded from private banking activities continued their position during the 1980s
while banks used new delivery mechanism in favor of urban areas. There is evidence
to suggest that the branch closures and openings in this period became a dynamic
process in the retail banking. The Garantibank case shows that this dynamic process
is not only visible at intra-urban level but also at intra-regional level. While regional
composition of Garantibank branches duﬁng the 1980s remained the same, branch
spots continuously changed in the local areas, small towns and districts.

What appears to characterize urban location of branches in private banking
was the domination of high street locations. This was reinforced by the tendencies of
both retail and wholesale banking. While retail branches displayed the location
pattern of diffusion at metropolitan level, wholesale banking traditionally depended
on high street locations. In the 1980s, new foreign and domestic entrants in
investment and development banking orientated towards the areas of spatial
clustering that were also identified as financial communities. These clustering areas
of high level financial services were traditionally répresented by bank streets,

prestigious commercial areas and the concentration areas of bank headquarters in

105



Istanbul, Ankara and Izmir. Here, an interesting point is that bank streets are mostly
visible in most of Anatolian, cities and towns. However, while these specific
locations become predominantly related to financial center and financial community
formation in the trio, these are associated with the location patterns of urban centers
in Anatolian cities. In most of the cases, retail branches also followed the location
patterns of these spatial clustering. Their extensive ATM networks gave these banks
a locational and operational flexibility at intra-urban level without opening a vast
number of branches. However, geographical scope of retail banking in this period
appeared to be related to an extensive branch banking system that involved both
inner city and suburban locations at intra-urban level. A parallel development of
branch banking in Istanbul to metropolitan development exemplified this double
play.

Counter to the organizational change accompanied with a limited branch
rationalization, state banking pursued its branch proliferation strategy throughout the
1980s. Despite the existence of this dynamic précess, both regional distribution and
urban criteria of branches in state banking remained the same. The homogenous
distribution of branches at both inter-regional and intra-regional level was realized
through the unprofitable branches in the secondary cities, small towns, districts and
even rural areas that did not have an adequate deposit potential and that could be
identified as public service areas of state banking.

The reason why these homogenous banking geographies were evident in the
1980s was that the poor adapfation of financial technology to their organizations,
their public functions in the locales and the political pressures of the government and
local agencies. However, the geographical scope of state br.anch banking reflects

some important points. One is that the operational areas of these were the
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concentration areas of agricultural, commercial and industrial activities, but these
areas did not correspond to the areas of deposit potential everywhere. The main
reason for this was the existence of strong public sector activities in some areas.
Moreover, the government’s efforts to homogenize the financial development failed
for economic, political and technological reasons. The branches of major state banks
in the traditional areas of financial exclusion did not compensated for the lack of
private banking in terms of product diversity, market efficiency, organization and
technological diversity. This can be evaluated as the partial confirmation of that the
areas of financial exclusion were also the areas of public financial space in the 1980s
and the regional pattern of state banking appeared to be dependant on the existence
of non-financial environment.

Intra-urban structure of state banking displayed the same patterns with private
banking. The retail branches of major state banks tended to share the same financial
environment in high street locations in this period. However, an evidence from
Halkbank signified that the composition of branches in the suburban areas was more
characterized by a homogenous distribution with reference to the spatial clustering of
branches in the inner city loca"tions. Overall, their extensive branch networks were
most forcefully represented in the secondary cities rather than three greatest cities

(Istanbul, Ankara and izmir).

4.1.3 New Banking Era

Throughout the 1990s, the restructuring of Turkish banking gained enormous
momentum in terms of financial innovation, institutional change, financial
competition and regulatory change. These developments in turn brought with them
significant changes in the domination of banks in the financial system. Starting in the

late 1990s, Turkish banking entered an era in which regulatory and technological
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developments shaped the new banking environment. The introduction of the Banks
Act in 1999, the adaptation of new delivery mechanism for the banks’ organizations
and the pursuit of new macro economic policy constituted the important
developments. Until the February 2001 crisis, these deveiopments forced banks to
increase their organizational and operational efficiency and to direct their attention to
new profitable areas like retail banking. In other words, the banks stressed the
importance of institutional and operational change for profitable banking in the
disinflation environment (Culhaci, 2000 and Finans Diinyasi, 2000). The new era of
Turkish banking in the 2000s is summarized in the annual report of Digbank in thé
following way: “Tighter banking regulations, the implementation of anti-inflationary
policies and higher taxation of trading income will bring an era of high bank profits
to a close” (Tiirkiye Dig Ticaret Bankas1 A.S., 2000: 12).

A number of managerial staff from Turkish banks jointly signify that
expansion in the retail will be supported by an appropriate infrastructure, retail
marketing teams in the branches and customer focused marketing concepts. Here, the
general manager of Disbank emphasizes the role of technology and marketing

partnership in retail banking:

Technology makes it feasible to grow as a retail bank without opening a vast numbers of
branches. We intend to harness the power of technology to implement client focused
strategies based on market segmentation, outreach marketing and cross-selling of various
products and services. (Tiirkiye Dig Ticaret Bankas1 A.S., 2000: 12)

The research of the Bank Association of Turkey (1999) on Turkish banking in
the 2000s supports these tendencies. Figure 4.1 shows the anticipated market
developments in Turkish banking by customer groups, demonstrating the highest
proportional increase in mass retail market. Figure 4.2 and 4.3 add further detail to

this account of retail market by bank groups. For large banks, the share of mass retail
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banks remains the same while a small increase in the customer portfolio is
represented by large firms. However, the customer portfolios of small and medium-
sized banks are likely to be dominated by mass retail market.

The reason why this anticipated development of retail market is important in
spatial terms that the theoretical concept of a banking market incorporates not only a
product dimension but also a ggographic dimension (Hymel, 1994). Retail activities
in all sectors display a homogenous distribution over space and the locational aspects
of deposits and credits markets and different customer groups as market segments are
best illustrated through the spatial analysis of retail banking. In locational terms, the
expansion of retail market in Turkish banking is likely to bring about important

urban and regional outcomes discussed in the following chapter.
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Figure 4.1 Total Customer Portfolio of Turkish Banks (adapted from Tiirkiye
Bankalar Birligi, 1999: 31)
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Figure 4.2 Customer Portfolio of Turkish Large Banks (adapted from Tiirkiye
Bankalar Birligi, 1999: 32)
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Figure 4.3 Customer Portfolio of Turkish Small and Medium-sized Banks (adapted
from Tiirkiye Bankalar Birligi, 1999: 32)
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New delivery mechanism is likely to change branch networks both in
wholesale and retail banking in the following years. The research of the Bank
Association of Turkey (1999) indicates that the share of branch in the delivery
systems is anticipated to be lower in all bank classes. As seen in Figure 4.4, which
illustrates the anticipated development of branch networks, there is a substantial
reduction in the share of traditional branches in all bank groups. This reduction is

even more marked in small banks and in retail banking.
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Figure 4.4 Use of Delivery Channels in the Turkish Commercial Banking by
Number of Branches (Branches) (adapted from Tirkiye Bankalar
Birligi, 1999: 55).

However, the study signifies the continuous development of alternative
delivery channels (ATM, telephone banking and computer access) in the new
banking era. Figure 4.5 indicates that the banks with extensive branch networks are
likely to experience a major growth in the use of ATMs. This increase is most

evident in retail banking and wholesale banks are characterized by a static
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development in their ATMs networks. These are also observed in medium and small-
sized banks in terms of both retail and corporate banking. However, a close
inspection of Figure 4.6 and 4.7 show that the share of telephone banking is quite a
bit higher in medium and small-sized than in large banks. This anticipatory
development is mostly visible in retail banking. In computer access, Figure 4.8
provides information on the possible domination of wholesale banking in all bank
groups. What makes Turkish banking somewhat unique from a comparative
perspective is that this possible development of alternative delivery channels
constitutes one further motivation for both financial concentration and
deconcentration in terms of customer access, geographical scope and organization.
Despit; the concentration of nelw autonomous and semi autonomous branches in the
major cities, other non-branch delivery systems are likely to extend the geographical
scope of retail activities. Similar to the early role of ATMs in the public financial
space, new delivery mechanism in Turkish banking plays a key role in the
establishment of a new type of relationship between bank, customer and financial
space.

These anticipatory changes and developments both in market and delivery
mechanism come together to stimulate a change in the institutional structure of
Turkish banking. The spatial impacts of this change seem to be felt in urban and
regional geography of banking. Since the developments in the institutional
geography of Turkish banking will be discussed in the following chapter, the
anticipated developments are discussed in the overall structure of banking here.
According to this, some tentative conclusions can be highlighted in terms of spatial

preferences of the main bank groups.
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Figure 4.5 Use of Delivery Channels in the Turkish Commercial Banking by
Number of Branches (ATMs) (adapted from Tirkiye Bankalar Birligi,
1999: 55).
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Figure 4.6 Use of Delivery Channels in the Turkish Commercial Banking by
Number of Branches (Telephone Banking; Touch Tone) (adapted from
Ttirkiye Bankalar Birligi, 1999: 56).
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Figure 4.7 Use of Delivery Channels in the Turkish Commercial Banking by
Number of Branches (Telephone Banking; Human Voice) (adapted from
Tiirkiye Bankalar Birligi, 1999: 56).
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Figure 4.8 Use of Delivery Channels in the Turkish Commercial Banking by
Number of Branches (Computer Access) (adapted from Tiirkiye Bankalar
Birligi, 1999: 57).
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First, the takeoff of retail banking in the late 1990s might also encourage
further periods of branch proliferation. However, the common use of alternative
delivery channels by all bank groups and the negative effects of the fiscal crisis of
2001 jointly signal that this proliferation is likely to occur at intra-urban level by non
traditional branches. The adaptation of hub and spoke branch model for banks’
branch organizations reinforces this tendency. The proliferation of non-traditional
branches is most visible in satellite, open or free branches of major retail banks.
Apart from highly concentrated nature of traditional retail branches in high street
locations, these display the spatial patterns of dispersion. While traditional retail
banks exclude some customer groups from their activities in terms of market area
and financial products like consumer credits in the Turkish case, these new branches
can partially overcome financial exclusion in some suburban and inner city locations.
The Research of the Bank Association of Turkey (1999) makes the point that
wholesale banking is less sensitive to the developments of new delivery mechanism
rather than retail banking with the exception of computer access. This tends to
support the assertion that the geographical scope and product diversity of corporate
banking is limited. In the Turkish case, it is anticipated that wholesale banking
remains dependent on high street locations in order to benefit from spatial clustering
in a familiar financial environment.

Second, despite the fact that large banks still pursue their regionally selective
branch strategies, medium and small banks appear to be more flexible in their
location decisions at intra-regional level. Taking advantage of their flexible
organizations in terms of the strong adaptation of new delivery mechanism, these
banks establish their branch networks along new and more convenient areas of retaii

banking. However, large banks still occupy their key positions at inter-regional level
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by - benefiting from their familiarity with regional-financial environment and
extending their market segmentation strategies to regional-financial centers. A
testimony comes from Garantibank; the bank launched a market segmentation
project at intra-urban level to involve major customer segments in several areas and
to establish an efficient branch network. The emergence of regional centc;rs both in
retail and wholesale banking as a further step of hub and spoke model will strengthen
the institutional position of major banks at inter-regional level while this contributes

adversely to the increasing tendencies of financial concentration in Turkish banking.

4.2 Geography of Branch Banking

In this section, a spatia’ll analysis on the historical and new geography of
branch banking in Turkey is made to identify the spatial processes of money in the
following sections. Here, a brief historical analysis mainly depends on the
methodological approach in “Chick’s theory of the stages of banking development”
(Dow, 1999) as also highlighted in the previous section. To make a proper
generalization for Turkish branch banking, some geographical-financial variables
(branch network, population, bank credits and deposits) are analyzed in historical
terms. In addition, the section demonstrates the importance of an institutional-
technological analysis in the comprehension of new geography of branch banking in

Turkey by bank types.

4.2.1 Bank Branch in Turkey

The changing financial demands of individuals were also mirrored in the
functions of bank branches throughout the development of Turkish banking. This
vision has two interrelated facets: bank branch mediates between individual and bank

headquarters and branch also functions as an agent between individual and the state
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(Interview with Ilhan Tekeli, 2002). The development of non-branch delivery
channels in Turkey is associated closely with the intensification of these two
functions. Since the mid-1980s, the extending ATM networks have an important role
in the performance of some routine branch functions and this makes easier for bank
branches to concentrate on other sophisticated financial services.

The one of the central hypotheses in the study is that the urban and regional
preferences of branch banking by financial variables contribute to financial exclusion
in Turkey. However, the performed functions by branches tied in with a set of
financial, regulatory and political factors specific to the country and this makes it
necessary to pursue a somewhat different route in the definition of financial
exclusion. In Turkey, the lack of bank branches in most of the locales not only brings
about financial exclusion but also the exclusion of all services provided by the state.
This can be offered as a main reason for the objection of the districts to the branch
rationalization policy of state banks after the crisis of 2001 (Interview with ilhan
Tekeli, 2002). On the contrary, the existence of bank branches in one place does not
signal the existence of financial inclusion because branch banks can transfer the local
funds from one place to other place (Chick and Dow, 1988). Through the indirect
ways like “back to back credits”, some Turkish holding banks lends an important
share of their credits to the family companies and in most of the cases, holding bank
branches have not an active role in the regional credit availability in their operation
areas (Interview with Ilhan Tekeli, 2002). This tends to support the assertion that
“regional patterns of credit creation” (Chick and Dow, 1988 and Dow, 1999) in
Turkey are predominantly related to ownership structure. Despite the existence of
political pressures and misuse of funds, Turkish state branch banking is more

successful in the nationwide allocation of credits for the productive sectors.
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Throughout a long peri(;d, the role of bank branches in the Turkish financial
landscape was closely bound up with the public concerns of local financial
development and with more routine banking services of public money. What makes
the Turkish case somewhat unique from a comparative perspective is that the nature
of branching in banking until the1980s was not related to customer logic in any retail
activity. In order to develop a proper perspective on the present role of bank branches
in the financial environment, it is important to stress a retrospective approach on
Turkish banking since the post-war period. In an era of national banking move;llent,
the function of bank branches was most related to the national financial policy and
early industrialization strategy of the young state.

In the post-war period, the role of bank branches in the financial environment
was associated closely with the broader functions of banking in this period. In the
post-war era, two basic functions of banks in Turkey were to keep public money and
to meet the credit demands of the private and public sectors because the capital
market was not formed than. In the performance of these two traditional functions in '
this period, an increase in the number and geographical scope of branch banks both
in state and private banking appeared to be important. There were clear parallels in
the expansion of deposits and credits in national banking and in the proliferation of
branch banks. However, this expansion was not only through the rise of branch
banking but also due to the cheap money credit policy after 1951. Although the
effectiveness of national bank branches in the creation of a deposit and credit base in
the country increased in these years, the direction of the money-capital was to the
non-production commerce sector and the expansion of credits was in these fields

(Ates and Eroglu, 1999).
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In the planned period, the evolution of branch banking has been shaped by the
liquidation and the joining of the minor banks. Although this development of branch
banking was regarded as of the utmost importance in the enlargement of credit and
deposit base in the country, the nationwide distribution of credits and savings pointed
out a spatial and sectoral concentration. Primarily, the underdeveloped regions,
industrial and agricultural sect(;rs suffered from this heterogeneous distribution. Not
only the spatial preferences of branch banking affected the nationwide composition
of credits and savings during the planned period but also the structural characteristics
of Turkish banking played a key role in this case. A number of reasons including the
incapability of Turkish banking system in the increase of the organizational savings,
the credit policy and the ownership structure justified this claim. In an era of brick
and mortar banking accompanied with a poor adaptation of financial technology and
the unsophisticated financial products in Turkey, the role of bank branches in their
financial environments tied in with the deposit and credit operations and some degree
public financial activities. As the bank branches performed their roles as the cashiers
of private and public sectors, their contributions to the extension of financial space
remained the limited (Ates and Eroglu, 1999).

Starting in the decade of the 1980s, the traditional functions of bank branches
started to change. Apart from an extensive branch proliferation based on deposit
collection, new financial products and activities due to the financial innovation in
Turkish banking made it possible for branches to perform the additional functions as
a sale center or financial information office. The nationwide development of ATM
networks of the large banks in the mid-1980s contributed to the extension of some
branch activities along the country. Here, what seems interesting was the similar role

of ATMs in the extension of public financial space in some routine banking activities
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to the ones of state bank branches in the former period. However, the traditional
branches of state banks continued to perform their public functions as an agent of
state in most of the locales in the period after 1980. Throughout this period the
banking sector was successful in the maneuvering the savings into the banks. The
main reason for this was the application of positive interest to the time deposits that
was an important product of the macroeconomic program (Ates, Uras and Kaban,
1999). Here, the role of branch banking in the enlargement of deposit and credit
_capacity through the increasing geographical scope of banking appeared to be less
important in an era of new profit opportunities for the banks.

After the 1994 crises, parallel to the development of banking sector, the share
of credits within the bank asse£s decreased while the share of portfolio investments
increased. This can be evaluated as the partial confirmation of shifting functions of
bank branches in the early 1990s from lending credits to deposit collection The fast
increase of the total deposit accounts in the banking system until 1993 tends to
support this assertion (Ates, Uras and Kaban, 1999). With reference to an increase in
the total number of deposits and loans granted, the traditional branch activities
remained important as well as new technologically oriented functions of bank
branches in this period. Starting in the mid-1990s, the adaptation of new branch
models such as hub and spoke or point-of-purchase to the existing branch networks
made it possible for Turkish bfmking to pursue retail-oriented branch strategies. In
private banking, the expanding definition of branch was best illustrated through new

autonomous or semi-autonomous retail branches like open and satellite branches.

4.2.2 Historical Geography of Branch Banking
Throughout the 20® century, the constitution of the historical geography of

money in Turkey has gone hand in hand with the broader institutional developments.
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A common point of focus is the institutional framework through which branch or unit
banking shaped distinct economic geographies at regional and urban level. The key
to these diverse geographies appears to be the relationship between economic policy,
specific phase of banking and spatial dynamics. The evolution of branch banking
both in the late Ottoman and Republican periods was also forged along the same
dimensions. As the institutional geography of money in the Ottoman Empire was
mostly shaped by branch networks of foreign banking and domestic unit banking
with the exception of Ziraatbank (Pamuk, 1999), the attention will mainly be given to
the Republican era (national banking and new banking era since 1980).

The Turkish branch banking was characterized by different developments in
the inter-war and post-war periods. The first period saw the emergent branch
networks of state banks both in the commercial and development banking and unit
banking in the local areas. In the 1923-1932 period, the failure of nationwide branch
policies led to the rise of local banking in Anatolia. Until the mid-1930s, unit
banking was represented by these local banks. However, the institutional geography
of Turkish banking in the sanie period was mostly dominated by the developing
branch networks of both national commercial banks such as Ziraatbank and Isbank
and developmental banks such as Etibank, Stimerbank (Okgtin, 1997). While the
banks in the first group displayed the geographical patterns of national banking, the
second group was mostly based on the distinct geographies of regional banking.
However, national banks with their newly developing branch networks involved a
limited geographical scope. This is not to state a regionally selective branch policy
but regionally bounded branch policy. In other words, newly developing state banks
had to take advantage of the former areas of mercantilist activity and of the financial

environment in the major cities in an environment in which there are no private
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competitors except for the local banks. However, the branches of certain old banks
like Ziraatbank and Ottoman Bank had traditionally a nationwide distribution and
some of the branches of developmental banks orientated towards the exclusion areas
of money and finance in Anatolia. In the light of this, the inter-war period
experienced the government’s efforts to homogenize public financial space and to
extend the boundaries of regulatory environment through the emergent branch
networks. The response of the government to the unit banking in the mid-1930s is an
obvious testimony to these efforts.

The typical features of the 1945-1960 period involved the development of
private banking, the constitution of new financial institutions as “Tiirkiye Sinai
Kalkinma Bankasi” and the further development of branch banking in Turkey. The
government’s efforts to homogenize the public financial space through the
nationwide branch networks contributed to the rise of regionally selective branch
banking in the post-war period. The institutional dominance of private banking in the
trio (Ankara, Istanbul and Izmir) supports this phenomenon. In this period, very
substantial increases occurred in the number of banks and in the number of branches.
Despite the static development of the branch banking between 1923 and 1933 and the
reduction in the number of branches in the 1933-1944 period, the post-war Turkish
banking enjoyed a period of overbranching64 (Akgiig, 1992). Overbranching was
enabled by both the continuous development of branch networks in state banking and
the emergent branch networks‘ of new private banking. The orientation of former
development banks towards universal commercial banking in retail business added to
this process in the following period.

Until 1980, the rise of private banking accompanied with nationwide

branches that showed a heterogeneous distribution in particular regions and spots. In
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the constitution of branch networks along these areas, different bank groups acted
with various strategies. While medium and small-sized commercial and investment
banks had the geographical patterns of regional and local banking with the exception
of investment banks, big family banks like Akbank, Garantibank and YKB
established their branches through a spatially selective branch strategy at urban and
regional level.

At urban level, the concentration of branches in the major cities, especially in
the trio was also evident in the overall structure of private banking in Turkey.
Especially, family banks contributed to the financial center formation at regional
level and financial community formation at intra-urban level by motivating spatial
clustering of retail and wholesale banking activities. This spatial clustering was
visible in the concentration of retail branches in the high street locations. A
comparison between state and private banking highlights the spatial outcomes of
different branch strategies (Yiizgiin, 1982). Throughout the 1924-1980 period,
Ziraatbank proceeded a homogenous branch proliferation nationwide. While
Ziraatbank, which has the m(;st extensive branch network in Turkey, orientated
towards the locales that have no branches, the other three private banks (Akbank,
Yap1-Kredi and Isbank) were engaged in a policy of branch promotion in the major
cities. In the major cities, these three banks established their branches in the
concentration areas of other bank branches and these mainly shared the same
financial environment with other banks in this period.

The regionally selective nature of the Turkish branch banking can be
observed throughout all stages of the post-war period. Here, traditionally strong
regions in the institutional geography of money were Middle Northern, the Aegean

and the Marmara regions. Remainder of Turkey was represented by the regions
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excluded from the branch banking activities in terms of private commercial banking.
The following chapter describes the genesis of this regional exclusion in a detailed
manner. As stated in the earlier chapters, state branch banking did not compensate
for the negative affects of financial concentration and financial exclusion processes
with reference to its institutional structure. This means that some locales and regions
found it harder to benefit from financial services and products offered by privéte
bank branches. However, considering the lack of sophisticated financial services and
of product diversity in Turkish banking before the 1980s, this condition cannot be
seen the confirmation of a real financial exclusion. The exclusive effects were mainly
felt in the market accessibility and in the constitution of suitable financial
environment and communities for regional and local financial developménté.
Consequently, until the 1980s, the institutional geography of private banking was
represented by nationwide branch networks that involved both intensified branch
structures in the major cities an<,i rudimentary branch structures in the local areas.
Starting in the decade of the 80s, Turkish private banks pursued a policy
whereby the number of branches was kept as low as possible while borrowing abroad
was cheaper and the sector was engaged in technological investments. However, the
Resolutions of 1989 discussed below constituted one further motivation for branch
proliferation and overbranching in the mid-1990s. The reasons for this change in the
branch policies in the 1980s can be divided between four dominant factors (Akgiig,
1992). First, the increase in interest rates contributed adversely to the efficiency of
retail branch banking. Second, technological developments radically affected the
branch infrastructure of Turkish banking and ATMs began to threaten the small bank
branches. The other factor was the closure or consolidation of inefficient branches

that had a limited deposit capacity. Last was the increase of legal rate of minimum
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capital reserved for bank branches. Even with the branch rationalization policy of
private banks, the continuation of branch proliferation in state banking changed the
distribution of domestic branches according to ownership in Turkey.

The late-1980s can be identified as a period of crucial regulatory
developments towards an extensive liberalism in financial markets. Despite the fact
that liberalism in financial markets due to the Resolutions of 1989 including the Law
for the Protection of Turkish Lira (the substitutability of currency against the Turkish
Lira) and the Resolution of the Banks (the fluctuation of the interest and credit rates)
eased the entries into the banking sector and branching of foreign banks, the effects
of these on branch policies began to be felt in Turkish banking after the 1994 crises
(Ates, Uras and Kaban, 1999).

The regional distribution and urban concentration of branches remained the
same in this period. In 1991, the majority of Turkish bank branches was concentrated
in three developed regions (Middle Northern, the Aegean and the Marmara Regions)
with a rate of 64.8 percent. The urban distribution of branches also corresponded to
this condition and the bank branches in three greatest cities (Istanbul, Ankara and
Izmir) constituted 36.5 percent of total domestic branches in Turkey (Akgiig, 1992).

The Turkish branch banking entered a new era after the crisis year of 1994 as
access to foreign funds became harder and foreign borrowing costs soared. As a
result, the banks reverted to policy of branch creation and the 1995-1999 period saw
the fast rise in the number of branches. Substantial increases mainly occurred in the
number of branches of private commercial and state owned commercial banks.
Parallel to the fast rise in the number of branches there was a sharp increase in the

pay roll. In the same period, the only decrease in the pay roll has occurred in the
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public bank pay roll because of the privatization of several public banks (Anka
Review, 2000).

Between the1994 and 2001 crises, static institutional developments occurred
both in the regional and urban geography of branches. While the regional
composition of branches remained the same in state and private banking, urban
concentration of branches in the particularAareas underwent uninterrupted increase
due to the institutional and technological developments. A new form of financial
concentration was motivated by privatization of some public banks, branch
restructuring strategies of banks and urban proliferation of branches. In this period,
the substantial increases also occurred in the number of state banks, but state banks
with their highly politicized and centralized nature did not constitute an important
alternative in the local financial environment against the sophisticated branch
networks of private banks in terms of organization, product diversity, market
segmentation and use of technology. A more detailed analysis of this form of
financial concentration and exclusion is made in the following chapter according to
bank groups, branch strategies, branch models, regional distribution, urban location

and nationwide branch networks.

4.2.3 Branch Banking by Regional and Provincial Financial Variables

A detailed regional and provincial analysis on population and the distribution
of bank credits and deposits in Turkey between 1990 and 2000 is important to stress
the exclusionary effects in the contemporary geography of branch banking.

Regional analysis correlates the distribution of population, national credits
and deposits with the distribution of bank branches in Turkey. Figure 4.9 shows a
homogenous regional distribution of branches by regional populations between 1990

and 2000. The Aegean and the Marmara with the highest population shares were the
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Figure 4.9 Regional Population and Bank Branches in Turkey (1990, 1995, 2000)
(DIE, 2002; Tulay, 2001 and Tiirkiye Bankalar Birligi, 2001b).
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strong regions of branch banking in the same period. In the map, the only exceptions
for the proportional distribution were represented by the Middle Southern and the
Southeastern Anatolian regions. While the Middle South in the lowest population
group had an important branch share, the Southeast was characterized by a lower
branch share in terms of meeting the financial needs of a region in the third
population groups. In the same period the all regions in the third and fourth
population groups experienced proportional losses in their branch shares. The other
side of this homogenous branch distribution can be best characterized by the
distribution of national credits and deposits in 1990-2000. The reason why the
analysis of credit and deposit regions is important is that these regions correspond to
the areas of branch banking. Moreover, this regional analysis is important to
recognize both the role of bank branches in the extension of deposit and credits
potential of the locales in Turkey and the efficiency of branches. In the Turkish case,
not only the number and location of branches are the crucial variables in the
emergence of different deposit and credit regions but also a series of factors in
banking including ownership “structure, operation field, institutional policy and
regional economic characteristics occupy a key position in the segmentation of credit
and deposit markets. As seen in Figure 4.10 and 4.11, there was a high correlation
between the credit and deposit regions and the regional preferences of branch
banking in Turkey in the period of 1990-2000. Here, the Marmara and the Middle
* Northern regions as the traditional strong regions of branch banking were also
identified as the first group regions in the distribution of national credits and deposits
in the same period. Despite the existence of consistent branch shares with their
populations and deposit potentials, three regions, the Middle east, the Northeast and

the Southeast were termed as the areas of financial exclusion in this study. This was
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Figure 4.10 Regional Distribution of Total National Credits and Bank Branches in
Turkey (1990, 1995, 2000) (Tulay, 2001 and Tiirkiye Bankalar Birligi,
2001a, 2001b).
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Figure 4.11 Regional Distribution of Total National Deposits and Bank Branches in
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2001a, 2001b).
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because these regions displayed a heterogeneous credit, deposit and branch
distribution at intra-regional level as seen in the following figures and they were the
primary regions of branch rationalization and consolidation in the private banking.
The findings of this regional analysis tend to support the assertion from the Post-
Keynesian literature (Chick and Dow, 1988, Dow, 1999 and Dow and Rodriguez-
Fuentes, 1997) that institutional system (local-regional or branch banking) is
important to comprehend regional financial segmentation.

The regional distribution of branches by bank groups also assumes greater
importance in the regional segmentation of credit and deposits. Figure 4.12 adds
further detail to this account of credits and deposit regions in retail banking. As seen
in the first map, the areas of private commercial banking coincided with population
regions in 2000, whereas state banking demonstrated a branch distribution
independence from population. This condition may also be illustrated by the deposit
and credit regions in the Turkish case. A close inspection of the second and third
maps in the same figure indicates that the regional preferences of private banking are
consistent with the regional distribution of total credits and deposits. However, these
rational geographical preferences of private banking constituted one further
motivation for the financial exclusion in three regions (the Middle East, the
Northeast and the Southeast) in terms of the regional allocation of credits and
utilization of private banking services. With regard to regional financial development
this seems to be a partial confirmation of a vicious circle in Turkey. Figure 4.13
provides information on population, branch, credit and deposit regions in wholesale
banking. While state banking demonstrated a heterogeneous branch distribution in

the fourth and third population, deposit and credits regions, the first and second
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Figure 4.12 Regional Population, Credits, Deposits and Commercial Bank Branches
in Turkey (2000) (DIE, 2002, and Tiirkiye Bankalar Birligi, 2001a,
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Figure 4.13 Regional Population, Credits, Deposits and Development and Investment
Bank Branches in Turkey (2000) (DIE, 2002 and Tiirkiye Bankalar
Birligi, 2001a, 2001b).
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regions were characterized by a homogenous branch distribution of development and
investment banks according to all variables. However, private development and
investment banks displayed the patterns of a regional concentration in three strong
regions of population, deposit and credits (the Marmara, the Aegean and the Middle
North) as well as the Black Sea:

The geographical analysis also concerns the provincial distribution of
branches, population, credits and deposits. Figure 4.14 demonstrates that provincial
branch development between 1990 and 2000 tied in with provinciai population. Here,
the province data were mainly used in the analysis of these two variables. While the
provincial concentration of branches was most visible in the trio (Istanbul, Ankara
and Izmir), Bursa, Antalya, Adana and other large and small provinces were
characterized by a consistent branch development with population. However, the
medium-sized provinces displayed important regional differences in terms of branch
concentration in the same periold. Despite the existence of a proportional increase in
the number of bank branches by population in the other medium-sized provinces,
there was an under-representation of branches in some provinces of the Middle East
and the Southeast. Moreover, as seen in the cases of Sanlwrfa, Diyarbakir and Agri,
the increase of bank branches in a number of eastern provinces stayed behind the
overall urban development in the same period. In these regions, the constitution of
new provinces also affected the urban composition of branches by population.
However, it would be misleading to point out this regional branch composition by
population as a confirmation of intra-regional level financial exclusion because the
additional district data are needed. An analysis of provincial population and branch

distribution by the districts of Turkey will be made for a number of state and private

banks in the following chapter.
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Figure 4.14 Provincial Population and Bank Branches in Turkey (1990, 1995, 2000)
(DIE, 2002; Tulay, 2001 and Tiirkiye Bankalar Birligi, 2001b).
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As seen in Figure 4.15, which illustrates the geographical relationship
between the distribution of branches and provincial credits in the period of 1990-
2000, the provincial credit developments were sensitive to the branch developments
at intra-regional level. Apart from the technological concerns of branch restructuring,
this shows that a spatial basis for branches is still important to urban financial
development in Turkey. Another important point is that the degree of branch
concentration at intra-regional level determines the existence of financial inclusion or
exclusion by provincial credit availability. While the provinces of the western and
central regions in Turkey demonstrated a consistent branch developments with the
credits regions, the Northeast and the Southeast displayed the patterns of a
heterogeneous branch development by credits in the period of 1990-1995. For
example, Diyarbakir, Sanliurfa and Erzurum with important proportional branch
shares present good examples of the provinces in the lower credit regions between
1990 and 1995. Despite the rational provincial distribution of branches by all credit
regions in 2000, the distributions of 1990 seem to be a partial confirmation of an
intra-regional financial exclusion in Turkey. By a retrospective view, the geography
of branch banking in 1990 best characterizes the general portrait of financial
exclusion or inclusion in Turkey. The distribution of provincial deposits (see Figure
4.16) in the period of 1990-2000 confirms the rational intra-regional preferences of
branch banking by the degree of financial potential of locales in Turkey. In most of
the interviews, financial potential was termed as commercial and industrial potential
anywhere. As seen in the maps, the deposit regions mostly coincided with this type
of financial areas in the same period. Here, the only exceptions for this consistent‘

branch distribution with deposit regions constituted some provinces of the Middle
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Karabiik, Kilis, Osmaniye, Sirnak and Yalova) are not available. The

provincial data of Diizce are not added to the distribution.

Figure 4.15 Provincial Distribution of Credits and Bank Branches in Turkey (1990,
1995, 2000) (Tulay, 2001 and Tiirkiye Bankalar Birligi, 1996, 2001a,

2001b).
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Note: The blank areas represent the provinces that have not financial data
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provincial data of Diizce are not added to the distribution.

Figure 4.16 Provincial Distribution of Deposits and Bank Branches in Turkey (1990,
1995, 2000) (Tulay, 2001 and Tiirkiye Bankalar Birligi, 1996, 2001a,

2001b).
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North and the Middle South. This can be partially explained both by the role of state
banking in the enlargement of deposit potential and the deposit rate per branch in
these provinces. In most of the cases, a similar condition was explained by the
“spatial pattern of liquidity preference” (Chick and Dow, 1988) within a Post-
Keynesian framework. However, such a spatial analysis received less attention in this
study because the case study did not include a detailed analysis of deposit regions by
deposit classes.

A provincial analysis of branch banking by bank groups introduces wider
themes of financial exclusion and homogenization of public financial space in
Turkey. The state and private commercial banking displayed different patterns of
provincial branch concentration by population in 2000 (See Figure 4.17). As
observed in all geographical-financial variables, state banking also demonstrated a
highly homogenous branch distribution by population. At this point, what seems
important is the existence of a high correlation between population and provincial
pfeference of commercial state banking in comparison with other financial variables.
This homogenous distribution by population can be attributed both to the public
functions of state banking in Turkey and to the administrative division at provincial
level. The heterogeneous branch distribution of private commercial banking was also
visible in terms of population. As illustrated in the map (see Figure 4.17), provincial
population was received less attention by private banking as a geographical criterion
in the overall branch network policy in 2000. Especially in three eastern regions (the
Middle East, the Northeast and the Southeast), there was an under-representation of
private bank branches in all provincial population classes. The impression gained

from this heterogeneous distribution is that the financial variables are regarded as of
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Note: The provincial data of Diizce are not added to the distribution.

Figure 4.17 Provincial Population and Commercial Bank Branches by Bank Groups
in Turkey (2000) (DIE, 2002 and Tiirkiye Bankalar Birligi, 2001b).
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the utmost importance in the geographical preferences of Turkish private commercial
banking instead of population. Unlike state banking, the national branch banking
policy of private banking is far from having a public goal and service logic by
different population segments. As seen in the Garantibank case, the geographical
composition of different “customer segments” at urban and regional levels is more
important in private banking than the one of “overall population” (Tiirkiye Garanti
Bankas1 A.S., 2001).

As Figure 4.18 and 4.19 indicate, the geographical preferences of state and
private banking in 2000 varied in credit and deposit regions at provincial level. Here,
the provincial distribution of commercial state bank branches (see Figure 4.18)
appears to be unrelated to the areas of provincial credits. In comparison with private
banking, state banking had an important proportional branch share in the provinces
of fifth and fourth credit regions in the Northeast, the Southeast and the Middle East
in 2000. In these credit regions, state banking contributed to the homogenization of
public financial space both through the enlargement of bank credit base and of
banking scope in Turkey. This extensive scope of state branch banking independent
from credit concentration is also illustrated through the provincial branch distribution
in the fourth credit regions of tile Black Sea. Figure 4.18 also adds further details to
the rational geographical preferences of private commercial banking in terms of the
distribution of national credits. In all banking regions, private banking demonstrated
a provincial branch concentration in the first, second and third credit classes. In
addition, the financial weight of the trio (Istanbul, Ankara and Izmir) as a
phenomenon in Turkish banking can be partially attributed to this consistent branch
distribution of private bani(ing with credit and deposit regions. As seen in the cases

of Samsun and Giresun, a clear under-representation of private bank branches in
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Figure 4.18 Provincial Distribution of Credits and Commercial Bank Branches in
Turkey by Bank Groups (2000) (Tiirkiye Bankalar Birligi, 1996, 2001a

and 2001b).
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Figure 4.19 Provincial Distribution of Deposits and Commercial Bank Branches in
Turkey by Bank Groups (2000) (Tiirkiye Bankalar Birligi, 1996, 2001a

and 2001b).
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' SURVEY OF GRADUATE STUDENT OPINION

How would you evaluate your experience at the Middle East Technical University ?
While 1 hope your experience was a positive one, I realize that there must have been
areas that might have been better. Your answers on this questionnaire will help us
improve the quality of graduate education at the Middle East Technical University.
Your responses will, of course, be held strictly confidental. i

Tayfur Oztiirk
Dean

Graduate School of Natural and Applied Sciences
PERSONAL INFORMATION

1. In which degree program/subfield were you enrolled?
Please be specific (e.g., Civil Engineering/Hydraulics; Chemistry/Organic)

CH'\-{ and Ree:ioaql Harminqr

2. Degree sought: M.S.[[] Ph.D.[X

3. When did you first enroll at the Middle East Technical University as a regular
graduate student?

Semester: Fall &  Spring Year |1 917 |%
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4. When did you receive your graduate degree?
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7. Your nationality :  Turkish [¥] Other [T]
Please specify country



*

8. State the source of financial support you received during your graduate studies.

Research Assistantship %Y Family support -

Outside work [ Other ]
Please specify

EXPERIENCE WITH DEPARTMENT

9. As you look back over your graduate studies at the Middle East Technical
University, how satisfied have you been with each of the following?

Very satisfied © Satisfled Dissatisfied
a) Overall quality of graduate level teaching X ] ]
b) Departmental advising/guidance (If any) X d L1

10. Using the following scale, please indicate whether you agree or disagree with each
of the following statements as they refer to your thesis supervisor.
(1=Agree; 2=Somewhat agree; 3=Disagree; 4=Don't know/does not apply)

{Please circle the appropriate number)

a) Was willing to spend the time necessary to advise me on academic matters.()2 3 4

b) Insisted that we discuss my research on a regular basis.............. eerenes s @ 234
c) Was very easy toxapproach ......................................................... ......... % @ 234
d) Was knowledgeable about formal degree requirements...........ooooiiivininnini D23 4
€) Was available for informal consultation................coiiiiini i, @23 4
f) Was interested in my goals and projects..........cc.ecvcevevrennennn... SRR (D234
g Could be relied upon to give me constructive criticism on my work............. @ 234
h)Returnedmy work promptly ............... e e @ 234
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Please explain
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11. How often did you have contact with your supervisor during the following stages?

Average hours per month

a) Research stage =

4

b} Thesis writing

12. What was the most satisfying course, if any, you took at the Middle East Technical

University during your graduate studies?
{Please name the department, instructor, course number, and titlej
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13. What was the least satisfying course, if any, you took at the Middle East Technical
University during your graduate studies?

(Please name the department, instructor, course number, and title)

Please comment : .

14. Were your Ph.D. Qualifying Exam and your preparation for it a beneficial
educational experience?

Yes {4 No [] Not Applicable []

Please comment :

15. Did your department organize seminars, colloquia, or conferences at which
graduate students can present their research?

Yes & No [] .k
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16. Did you ever present any part of your research at such a seminar, colloquium or
conference?
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17. Did you attend any national/international scholarly meetings (conference, short
course, €tc.)?
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18. Did you deliver any papers at national/international scholarly meetings?
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19. Were you encouraged by faculty members to publish?
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20. Do you have any other comments concerning your department?
(e.g.. quality of administrative staff, adequacy of space, information flow, etc.)
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GENERAL UNIVERSITY EXPERIENCE
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22. What was your worst academic experience, if any, at the Middle East Technical
University during your graduate studies? .

23. If you were to start your graduate program again, would you select:

a) The same university? Yes[{] No []
b) The same field of specialization? Yes[¥] No [
c) The same thesis supervisor? Yes & No []

24. Any other comments regarding your graduate education at the Middle East
Technical University.
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some provinces of upper credit classes in the Black Sea and the Middle East proves
the existence of some degree intra-regional financial exclusion. Figure 4.19 shows
that the provincial patterns of branch banking by total deposits in state and private
banking were similar to the ones of branch banking by total credits in 2000. While
state banking displayed the same pattern of extensive branch distribution in the lower
deposit regions, private banking demonstrated a rational provincial branch
distribution by deposit concentration. This confirms that financial potential can be
identified as an important variable in the overall branch network policy of Turkish

private banking. This will be discussed in a detailed manner in the following chapter.

4.2.4 New Geography of Branch Banking

During the course of the late 1990s, regulatory and technological
developments shaped the new geography of branch banking. While new banking act
brought the important changes in the institutional structure of banking, new delivery
mechanism had an  important influence on urban and regional composition of
branches.

Throughout the inter-crisis years, the expansion of retail market accompanied
these spatial developments. As new mass marketing strategies of banks required a
new institutional structure, banks launched several branch-restructuring programs in
this period. Although the effects of this restructuring on urban and regional
geography of branch banking are early to discuss, some tendencies show that the
expansion in retail market encourages further urban concentration and financial
distanciation. While urban concentration of retail branches is reinforced by new
branch models, financial concentration occurs at intra-regional level. Wholesale

banking was also affected by the institutional developments between 1994 and 2001
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but spatial-institutional structure of wholesale banking was still characterized by
spatial clustering and seemed to be dependent on high street locations.

February 2001 crisis appears to exacerbate financial concentration and
exclusion since the expected developments of enormous branch rationalizations,
consolidations and bank closures both in state and private banking. During the inter-
crisis years, the new geography of branch banking in retailing was characterized by
regional and urban developments within an institutional framework. The
developments in all geographical scales can be evaluated as the extension of former
processes, but the new spatial processes of money mainly occurred in a somewhat
different banking environment.

At regional level, the distribution of retail branches displayed different
geographical patterns according to ownership structure. While state banks proceeded
their homogenous branch proliferation strategies, private banks increased their
branches in their traditionally strong regions.

However, there are clear differences in the regional composition of branches
among private banks. Small and medium-sized banks such as Digbank have a limited
geographical scope by establishing their branch networks in a few developed regions.
The intensification of Digbank branches in the Marmara Region presents a good
example of this regional concentration. Another important point to take into
consideration is that the geographical scope of small retail banks mainly coincides
with the regional patterns of unit banking. Despite the concentration of unit banks in
the exact spots at intra-regional level, both institutional forms feature the same
patterns of regional concentration in the Turkish case. Large retail banks like
Garantibank have more homogenoué branch distribution at inter-regional level m

comparison with small banks. Notwithstanding, it would be misleading to stress this
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regional homogeneity as a regional branch strategy in state banking. In that respect,
the branch networks of large banks are represented by dual structure: an extensive
branch structure in developed regions and a rudimentary branch structure in
underdeveloped and developing regions such as the Black Sea Region. The
institutional developments until the 2001 crisis confirmed this dual structure in the
branch networks of private banks.

Despite the existence of an urgent need to branch rationalization, state banks
maintained their extensive branch networks nationwide in this period. Since the
branches of state banks function as the agencies of the government’s economic
policy and public financial activities like KOBI credits, the inter-crisis years saw no
change in the institutional structure of these banks. This tends to support the
assertion that the efficiency in etate banking can only be performed by the structural
changes like consolidation and privatization instead of limited branch rationalizations
(Miinir, 1998). In the latest economical crisis, the government’s efforts to realize this
structural transformation seem to be full confirmation of this idea. The geographical
impacts of this transformation at inter-regional level are too early to discuss, but
there are some clear signals. It is likely that privatization, consolidation or closure of
banks will bring further changes in the regional composition of branches. In the
following period, this development can result in a new form of financial
concentration.

At intra-regional level, new branch models are possible to change the regional
and urban composition of retail branches in private banking. The early signals of the
implementations of “hub and spoke” and “POP” (Point of Purchase) branch models
reflect that the emergent regional centers' (hubs) in retail banks tends to be

concentrated in the major cities. These areas of spatial clustering coincide with the
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concentration areas of wholesale banking, former or existing headquarters locations
like Biiyiikdere Street in Istanbul. Moreover, these branch locations also represent
sub-regions that consist of primary and secondary cities in terms of market
segmentation strategies of banks. For major retail banks, there is considerable
accuracy to this depiction. The impacts of branch restructuring project of
Garantibank, a good adaptatiqn of hub and spoke model according to different
customer segments, are not only felt at urban level but also at intra-regional level.
However, small and medium-sized private banks seem to be dependent on their
traditionally strong regions in the branch restructuriﬁg because their geographical
scope of branch networks are limited in comparison with the extensive networks in
large banks. The implementation of hub and spoke model at metropolitan level in
Digbank is obvious testimony to this narrower scope. There is little doubt that the
geographical impacts of these new branch models at intra-regional level are early to
discuss because the crisis of 2001 had in turn brought significant changes in the
branch strategies of the banks. At this point, an anticipated development is that both
small and large banks can extend the geographical scope of their branch models to a
regional scale. Similar to the rise of regional centers in Europe, the extensive use of
hub and spoke model at regional level is possible to change the geographical
composition of branches. This is because hub and spoke model can be evaluated by
these banks as a convenient way of branch rationalization and of market extension in
retailing. Here, another anticipatory development is that the concentration of hub
branches in particular regional centers can create the same environment of spatial
clustering in wholesale banking. Needless to say, the main candidates for these
regional centers are Istanbul, Ankara and {zmir as; well as the secondary cities like

Bursa, Antalya and Adana.
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At urban level, throughout the 1994-2001, the urban concentration of retail
branches was accompanied with the rationalization of traditional branches and the
intensification of new branches (satellite, open or free branches) at metropolitan
level. This process was mostly visible in the late 1990s that were the years of branch
restructuring in most of the banks. Both small and large retail banks started with their
branch segmentation projects, primarily in the trio, which was mostly evident in
Istanbul. In the metropolitan area of Istanbul, both Garantibank and Digbank
launched their hub and spoke branch models. While the opern branches of
Garantibank feature a homogenous distribution in Istanbul, spoke outlets of Digsbank
“functioning under the jurisdiction of hub commercial branches” (Tiirkiye Garanti
Bankasi A.S., 2000) mainly target the inner city areas with the exception of some
suburbs like Beylikdiizii and Giinesli. It is anticipated that most of the banks extend
the geographical scope of new branches to secondary cities due to the institutional
effects of the latest crisis. While some banks use their branch strategies in the major
cities, others develop completely new branch concepts that are applicable to remote
areas like mobile branches of Kogbank.

The developments across the full range of geographical scales signify that
new forms of financial concentration and exclusion are enabled by the new
geography of branch banking in retailing. The economic crisis exacerbates the
negative affects of these processes in favor of developed regions and major cities. In
the following period, this new form of financial concentration can be intensified due
to the withdrawal of some state banks from market or the consolidation and
rationalization. Thus, the survival of local finance seems to be dependent both on the
branch strategies of emergent state banks due to the ;:onsolidation like Ziraatbank

and on the extension of geographical scope of private retail banks. The latter
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indicates that a possible implementation of hub and spoke model in these remote
areas can make the homogenization of financial space possible in a somewhat
different way. The following chapter will give a detailed account of these issues
according to institutional structure, branch network and location criteria of a number
of Turkish banks in retail and wholesale banking. In a historical context, this analysis
will highlight the emergent spatial processes of money with reference to the new
geography of branch banking in Turkey.

During the inter-crisis years, wholesale banking enjoyed a period of spatial
concentration. This can be identified as the continuation of former process in which
the branches were spatially clustered around high street locations in the major cities.
However, what started to change in this period were the geographical patterns of
wholesale banking according to bank types. At this point, it may be well to mention
that two institutional forms have different spatial patterns: wholesale banks and
corporate branches of banks.

There is evidence to suggest that the location criteria of Turkish wholesale
banks are characterized by unit,banking. Throughout the inter-crisis years, the banks
maintained their central position in the headquarters locations and contributed to the
financial community formation in the major cities. Most of the Turkish investment
and development banks with their one branches tended to concentrate in the familiar
financial environments like Gaziosmanpasa and Cinnah in Ankara and the emergent
high street locations like Bilyilkdere Street in Istanbul. The latter signifies that
Biiylikdere Street not only displays financial community formation but also it
involves a convenient business climate in which perfect information flows betweeh
financial institutions and commercial and industrial giants exist. This tends to

support the assertion that wholesale activities in the Turkish case are more path
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dependent rather than retail banking activities and are closely associated with
financial center formation. Further testimony comes from Okanbank; the branch
office of Okanbank in Ankara is located in the Cinnah Street identified as the
prestigious area of the city in terms of financial and professional services. In Ankara,
both Kéroglu and Cinnah Streets can be marked as typical examples of financial
communities in terms of corporate banking activities.

During the course of late 1990s, the corporate branches of major Turkish
banks featured somewhat different location criteria rather than wholesale banks. The
branch segmentation projects of major Turkish banks like Garantibank made it
possible for these branches to constitute rudimentary branch networks at intra-urban
and regional levels. These net‘works mostly coincide with the spatial patterns of
regional banking centers in most of the European countries. The argument is
reinforced by the case of Garantibank. While most of the corporate branches of
Garantibank are located in a few commercial districts in Istanbul like Bakirkoy,
Kozyatag1 and Yeditepe, others function as regional banking centers in a number of
cities including Ankara, Izmir and Bursa. Nonetheless, it would be misleading to
visualize ’;hese branches as 2 component of a branch network. Similar to the unit
banking characteristics of wholesale banks, corporate branches are still located in the
exact spots of the inner city areas and they still seem to be dependent on financial
community formation in the triq.

Regardless of any technological, spatial and economical developments, this
condition of wholesale banking in the Turkish case ought to be evaluated as a
universal institutional characteristic and it is likely to remain the same in the long
run. In that respect, there is no signal for the institutional and spatial changes in the

existing geography of corporate branch banking due to the 2001 crisis.
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CHAPTER 5

THE TURKISH CASE: THE BRANCH NETWORKS OF ISBANK,
GARANTIBANK, HALKBANK AND DISBANK

5.1 Methodology

In the case, the interviews with eight Turkish banks (see Table 5.1) were
made and the outcomes were generalized to draw the contemporary picture of the
geography of money in threel areas: institutional structure, branch network and
location. The study used the statistical data of four Turkish banks (Isbank,
Garantibank, Halkbank and Digbank) to test the hypothesis. Here, the Republican
era that involves the banking developments both in the pre-1980 and post-1980

periods was taken as a basis for the historical analysis.

Table 5.1 Classification of Banks as Samples in the Case

Branch Number of | Number of
Banks Type Capital Structure Branches Employees
(2000) (2000)
Tiirkiye Halk Bankas: A.S. commercial state extensive 810 14843
Tiirkiye Vakiflar Bankas1 T.A.Q. | commercial state- extensive 340 9182
Tiirkiye Is Bankas1 A.S. commercial private extensive 851 15867
Tiirkiye Garanti Bankasi A.S. commercial private extensive 234 5035
Tiirkiye Dig Ticaret Bankast A.S. | commercial private rudimentary 84 1627
Kogbank A.S. commercial private rudimentary 81 2434
iktisat Bankas1 T.A.S. commercial private | rudimentary 62 1321
Okan Yatiim Bankas1 A.$. development private rudimentary 2 32
and investment

Source: Tiirkiye Bankalar Birligi, 2000
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For the selection of the interviews “purposive or judgmental sampling” was
used. Neuman explains this type of sampling in the following way: “it uses the
judgement of an expert in selecting cases, or selects cases with a specific purpose in
mind” (1991: 203). According to Neuman, purposive sampling used in exploratory
research is suitable for informative unique cases, “difficulty-to-reach, specialized
population” and “in-depth investigation”. This study mainly corresponds to the third
situation in which “the purpose is less to generalize to a larger population than it is to
gain a deeper understanding of types” (1991: 204). Instead of groups or persons, the
study attempts to generalize the institutional and spatial developments of several
Turkish banks to the overall geography of money and banking in Turkey. Among the
seventy-five Turkish banks (Tiirkiye Bankalar Birligi, 2000) eight domestic banks
were interviewed and four of them were selected for the case study. The selection of
samples was based on three main criteria: historical development, institutional
structure and geographical scope.

Here, prime importance was attached to specific phase of banking in Turkey,
branch network, ownership and operation field. Historically, Isbank established in
the national banking era while Garantibank and Digbank were the banks of the post-
war period. Moreover, Digbank constituted a typical example among the emergent
commercial banks in the 1960s. Garantibank exemplified a bank founded in the
private banking era, but it made progress in the 1980s. The only state bank, Halkbank
was identified as a bank founded in the “etatist era” (Onis, 1998) in which a number
of state banks were established to perform several goals in the national economic
development. The evolution of these banks tended to stress the dominance of retail
banking activities with the exception of Digbank. However, starting in the 1980s

throughout the 1990s, Isbank:and Garantibank were also engaged in wholesale
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banking. The late 1990s saw segmentation between these activities and most of the
banks adapted their institutional structures to this segmentation.

In order to make a proper generalization on Turkish banking, institutional
structure also occupied a key position in the selection of samples. While Isbank and
Garantibank are the typical examples of extensive branch banking in private
commercial banking, Halkbank is identified as a branch bank that has an extensive
geographical scope in state banking. Halkbank exemplifies state branch banking
whose scope is sensitive to urban and rural population instead of geographical-
financial variables (credit and deposit regions).

In addition to these four banks of which statistical data are available,
Vakafbank, Kogbank, Tktisatbank and Okanbank constituted other samples. However,
these banks are only important to generalize the outcomes of interviews in terms of
comprehending institutional change and new regional and urban geography of branch
banking in Turkey. Put simply, the first group banks (Isbank, Halkbank, Garantibank
and Digbank) are subject to the case study because both theoretical and statistical

data are available.

5.2 Historical Overview

A study of Turkish banking history reveals a diverse set of accounts of the
development of different institqtional systems. In order to deepen our understanding
of the institutional geography of money, we need to highlight the importance of the
institutional developments of four banks (Isbank, Halkbank, Garantibank and
Digbank). Here, these developments ground on two areas: historical development of
banks and evolution of branch networks.

The historical analysis helps to illuminate the political and economical

developments in a specific phase of Turkish banking and historical roots of their
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geographical scope. Especially, the post-war economic performance of Turkey has
fuelled both the developments of private banking and of branch banking. The
continuous development of branch networks has brought with them significant
changes in the geography of banking. These changes displayed different patterns in
private and state banking. Moreover, for each bank, the conditions of the foundation
period brought further changes in the following period in terms of institutional
structure, locational preferences and geographical scope of banking. These
contributed to the spatial processes of money in various ways at each stage. Section
5.4 and 5.5 introduce wider themes of these processes while Section 5.2 and 5.3 draw

attention to the evolution of institutional structure.

5.2.1 Evolution of the Banks

A closer look at the history of four banks reveals that each bank was
characterized by the conditions of a specific phase of banking in Turkey: Isbank in
the national banking period, Halkbank in the etatist era and Garantibank and Digbank
in the post-war private banking. The institutional structures and geographical scope
of these banks were inherited from the stages of banking development. However,
starting in the 1970s throughout the 1980s and 1990s, new institutional structures and
operation areas of these banks were strongly influenced by both macro economic
policies and financial technology.

Isbank as the first national bank of the Turkish Republic dominated the
commercial banking in the Republican era. It was founded in 1924 by a directive of
Atatiirk, acting in accordance with decisions taken at the First izmir Economic
Council. The bank opened with two branch offices and a staff of 37 under the
direction of its first manager, Celal Bayar. Even though there were many

developments taking place in the financial sector in the post-War World I period, a
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number of the important shortcomings in the fields of technology, criterion, method
and qualified personnel in the banking of the young country needed to be overcome.
During those difficult years, the aim of Isbank was to promote the national savings,
to finance fundamental economic endeavors to meet the credit requirements, and to
implement legitimate financial activities for the young and struggling Republic (Web
Site of Isbank, 1999). Starting in the post-war period, Isbank functioned as a
universal commercial bank. Taking advantage of its special status between state and
private banking, the bank operated in a widespread geographical scope by extending
its branch network homogeneously. Since the 1980s, Isbank led the modernization of
banking services in Turkey in ‘terms of the diversification of banking services like
personal banking and the establishment of ATMs network.

The history of Halkbank as the only state bank in the case requires close
examination. With the introduction of Act No 2284 of 1933 for Halkbank and “Local
Savings Banks”, Halkbank was founded. The Bank was primarily established as a
central bank of Local Savings Banks and it was not possible to open any branch in
this system. In this dual organization, Halkbank would not directly lend credits to
craftsmen and would lead the constitution of small credit institutions under the namé,
Local Savings Banks. Under these circumstances, Halkbank began to operate with
the introduction of Act No 3331 of 1938. Until 1950, the bank was engaged in the
establishment of Local Savings Banks and the finance of them. The turning point for
the evolution of contemporary Halkbank was the Act No 5652 of 1950. Until this
period, the Bank had limited financial resources and these could only be utilized via
Local Savings Banks. With the introduction of new act, the bank became a
commercial bank (Tiirkiye Halk Bankasi A.S., 2000 and Uzgtren, 1990). The most

important regulations of the act can be summarized as follows:
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- to increase the Bank’s capital and to regulate the constitution of capital,

- to extend credits directly to craftsmen without the intermediation of Local
Savings Banks,

- to permit the Bank to open a branch in a foreign country.

Under the leadership of ﬁalkbank that took an important step towards modern
banking with new regulations, Craftsman Surety Cooperatives were founded in the
following period. With these institutions, it was managed to achieve an extensive use
of credits and to solve the problem of uncollateralized credits. In the same way,
starting in 1951 the agencies of Local Savings Banks transformed themselves into
the branch offices . With the introduction of Act No 358 of 1963, the dual structure
of Halkbank and Local Savings Banks radically changed. Local Savings Banks
became the branches of Halkbank and the Act No of 1964 gave the status of a state
economic enterprise. Another important step taken by the Bank was the Act No 1058
of 1968 and this made it possible for the Bank to establish overseas branches. In the
period of 1968-1984, the Bank engaged in mostly the diversification of its credits
and resources (Tiirkiye Halk Bankas: A.S., 2000).

The developments in modern banking motivated Halkbank to prepare a new
“Principal Statute” in 1984. This statute made it possible for the Bank to perform
modern banking operations in addition to its specialized banking. Between 1984 and
1990, the Bank mostly directed its attention to the activities of Principal Statute.
During the course of the late 1980s, the important steps were taken in terms of the
development of an infrastructural basis, in the context of which the most-striking
development occurred in the field of financial technology. The 1990s can be labeled

as the most important development years of Halkbank and in this period, the Bank
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made progress both in retail and wholesale banking (Tiirkiye Halk Bankasi A.S.,
2000).

In the post-war period, Garantibank founded in 1946 constituted a starting
point in private banking. With its extensive branch network, the b;mk performed as a
private commercial bank throughout a long period. Since the 1970s, Garantibank as a
family bank extended its geographical scope by interrupted development of its
branch network. However, the bank mainly made progress in the 1980s and became a
universal commercial bank in this period. Labeling as an “aggressive bank” in the
market, Garantibank launched its institutional restructuring project, the Nokta
Project, which was based on branch and customer segmentation in the mid-1990s. In
the same period, the bank pioneered the relationship banking in Turkey, which was
sensitive to new technological developments.

Digbank was founded in 1964 by the Bank of America and Isbank. Since
1994, the bank has operated asa family bank that belongs to the Dogan Group. As a
medium-sized commercial bank, the bank had a limited geographical scope and
market share by operating mainly in wholesale banking. However, starting in the
mid-1990s, Digsbank orientated towards retail banking and its branch redesign project
in 2000 mainly targeted to benefit from new financial technology for the expanding

retail market (Tiirkiye Dig Ticaret Bankasi A. S., 2000).

5.2.2 Evolution of Branch Networks

There is little doubt that an institutional change in Turkish banking is also
characterized by the evolution of branch networks throughout the stages of banking
development. In the specific phase of banking development, economic conditions
and technological advances jointly made it possible for banks to build distinct branch

networks. Here, bank type, ownership structure and geographical scope were
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regarded as of the utmost importance at each stage. The evolution of branch
networks of four banks confirms that branch proliferation or rationalization can be
evaluated as an institutional outcome of these developments.

It is useful to begin with Digbank as a relatively young bank founded in 1964.
Figure 5.1 shows that branch proliferation is visible in each phase of development
since the foundation date. Until the 1980s, the number of Digbank branches remained
the same and the bank was identified as a small bank. With its rudimentary branch
network, Digbank mainly displayed the institutional patterns of unit banking in this
period. Although this period was named as the years of huge increases in the number
of branches for many Turkish commercial banks, Digbank experienced no increase.
The main reason for this static development was related to the characteristics of the
period. Considering deposit oriented nature of Turkish banking, the ‘extensive branch
networks belonged to only universal commercial banks in state and private banking.
Between 1980 and 1989, the number of branches were increased gradually. This was
the years of restructuring in Turkish banking. Despite the common trend of a limited
branch rationalization in private banking, Disbank attempted to extend its branch
network. In the 1990-1994 period, the number has stayed constant. A change in the
ownership structure in 1994 constituted a turning point in the institutional
development. It climbed sharply during the late 1990s and reached a peak in 2000.
Especially, the bank’s efforts to operate efficiently in retail banking and new hub and
spoke branch model jointly changed the structure of branch network in the late
1990s. In addition, the “profitable banking in disinflation environment” motivated
the bank to change its institutional structure in favor of a universal retail bank.

Ga;rantibank as an emeréent private commercial bank in the post-war period

pursued a dynamic branch proliferation policy. Here the branch data are available to
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Figure 5.1 Development of Branch Network of Digbank (1964-2000) (Tiirk Dig Ticaret Bankas: A.S., 2000, 2001 and

Ttrkiye Bankalar Birligi, 2000).
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the 1967-2000 period. As Figure 5.2 indicates, the branch network underwent
tremendous growth between 1967 and 1973. The origins of this rapid increase can be
traced back to the years of branch banking and of emergent holding banking. The
increasing competition for deposits forced most of the commercial banks to establish
extensive branch networks. In the period of 1973-1978, a small increase occurred in
the number of branches and the bank reverted to a policy of branch creation between
1978 and 1981. It fluctuated smoothly in 1981-1990 and reached a peak in 1990.
Regardless of its aggressive banking strategy in the 1980s, Garantibank pursued a
static branch promotion policy. This was because new profit opportunities appeared
in Turkish banking during this period with reference to the decreasing importance of
deposit collection. Throughout the early 1990s, very substantial decreases occurred
in the number of branches and this huge rationalization can be explained as the
continuation of the former process. Starting in1996, the number of branches climbed
steadily and approached the level of the 1980s. The reason why this substantial
increase occurred in a technologically determined banking era is that branch
promotion was originated from the conditions of the Turkish economy and the
emergent marketing strategies of banks. In this period, Garantibank launched its
branch and customer segmentation project and the rise of retail banking contributed
to the branch promotion policy of the bank. However, an extremely important point
is that branch proliferation was realized through an increase in the number of non-
traditional branches like the open branches of Garantibank.

With its long history in Turkish banking, Isbank presents a good example of
large commercial banks. The bank experienced all the stages of Turkish banking in
‘the Republican era (pre-1980 and post-1980). Isbank, which has still the most

extensive branch network among private banks, was characterized by a static
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institutional development throughout the nationalist and etatist periods of Turkish
banking. As seen in Figure 5.3, the number of branches in 1924-1946 stayed
constant. The economic and political conditions of the young struggling state during
the nationalist era mainly motivated the widespread development of local unit
banking instead of branch banking. A lack of competition in the banking of etatist era
also hampered the emergence of distinct institutional forms in the financial system.
Starting in the post-war private banking period, throughout the 1960s, isbank
extended its branch network gradually and became a universal commercial bank in
the 1966-1978 period at the time when the number of branches climbed sharply.
Since 1978, the bank reverted to a policy of gradual branch creation, which persisted
in the course of the 1980s, and the number of branches reached a peak in 1989.
Taking advantage of its leader position in Turkish private banking in terms of the
institutional structure, geographical scope, market share and technological
infrastructure carried on its branch proliferation in spite of the increasing competition
in the sector during the years of restructuring. Parallel to the tendencies of Turkish
private banking, the early 1990s saw a substantial reduction in the number of
branches. Between 1993 and 2000, Isbank experienced a gradual increase in the
number of branches which corresponded to overall branch policy of the sector. This
increase was attributed to the conditions of the new era of Turkish banking that was
not only determined economically but also technologically.}

A close inspection of Figure 5.4 indicates that the institutional development
path of Halkbank is similar to Isbank’s one. As a state bank founded in the etatist era,
Halkbank was characterized by a branch promotion policy throughout its institutional
life with the exception 6f the 1940-1952 period. During this period, Halkbank

functioned as a central bank of Local Savings Banks with a few branches. A gradual
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increase between 1952 and 1963 was attributed to the institutional change due to the
introduction of the new banking act in 1950. Since 1950, Halkbank started to operate
as a commercial bank. However, real development of the bank as a branch bank
occurred in the early 1960s at the time when an important bank act was introduced.
There has been a sharp increase in the number of branches in 1963-1981. This period
was identified as branch banking era in Turkish banking. The evolution of the bank’s
branch network in this period mostly coincide with the branch development of other
large commercial bank, Isbank. However, the early 1980s witnessed a static
development in the number of branches and starting in 1984 at the time of Principal
Statute, Halkbank reverted to a policy of branch proliferation. Throughout the 1984-
1990 period, the bank persisted in extending the branch network. In that respect, an
interesting point is that the modernization of banking operations in Halkbank through
the Principal Statute had no an important change on the institutional structure and
branch promotion occurred at a rapid pace during the course of 1980s. This tends to
support the assertion that the essence of state banking in Turkey is captured 1n the
dynamics of an unprofitable institutional and operational structure (Miinir, 1998).
Despite the substantial branch rationalizations in private banking, the number of
branches in Halkbank stayed constant during the early 1990s and increased gradually
in 1995-2000.

The economic crisis in 2001 constituted a turning point in Turkish banking in
terms of ownership structure, operation field and institutional structure. It is too early
to discuss the impacts on branch networks because the crisis still continues and
branch strategies of many bank’s are not clear yet. However, it is apparent that state
baﬁking will be affected by huge bank consolidations and branch rationalizations

(Banka-Mali ve Ekonomik Yorumlar, 2001b) while private banks take advantage of
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their early branch restructuring and redesign projects. Overall, it is expected that
branch rationalization characterizes the institutional structures of both state and

private banking.

5.3 Institutional Structure

In order to develop a proper perspective on the present geography of branch
banking in Turkey, it is important to stress recent institutional developments on two
grounds: organizational restructuring and branch reorganization. While the former
indicates the developments of internal structure, the latter draws attention to the
external institutional developments in Turkish banking.

The interviews with several Turkish banks help to comprehend these
institutional developments before the crisis of 2001. Naturally, in the aftermath of the
crisis, the bapks radically change both their banking and institutional strategies.
Especially, branch rationalization and bank consolidation seem to dominate the
overall instjtutional structure in Turkish banking in the following period (Banka-Mali
ve Ekonomik Yorumlar, 200la and 2001b). However, the following sections
concentrate on the possible affects of an institutional restructuring on the geography
of branch banking by taking' account of the tendencies before the crisis. The
anticipatory developments in this new banking era characterized by the crisis are

mainly discussed in the sections of geography of branch banking in Turkey.

5.3.1 Organizational Restructuring
In the pre-crisis period, Turkish banks jointly emphasized the importance of
internal organizational developments particularly with the segmentation of banking

activities and restructuring of managerial departments. Central to these
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developments, it may be well to mention that there are considerable differences
between bank groups in the implementation of organizational models.

Medium-sized, private ‘commercial banks show a strong adaptation of new
financial technology to their organizations. Despite the existence of internet banking
departments in most of the banks, these banks place new financial technology at the
center of their retail and corporate banking strategies. For example, taking advantage
of its early electronic banking strategy, Iktisatbank changes its internal organization.
A new department (internet banking) with relation to the assistant directorates of
retail and corporate banking is newly established. In most cases, a locational change
also accompanies this organizational change. Here, further testimony comes from
Digbank. Depending upon its branch segmentation strategy, Digbank also changes
the Iécation of its managerial flepartments. The operational departments including
information systems, personal banking, check operations, organization and education
move to Hadimk6y nearby Bahgesehir in which the headquarter of Dogan Media
Group, Mercedes bus factory and Alkent 2000 take part. However, the departments
tied in with other bank headquarters do not change their locations in Ortakdy and in
Balmumcu.

Depending upon their extensive market area both in retail and corporate
banking, large banks mostly are engaged in the institutional segmentation of their
banking activities. Counter to state banking, major private banks have been used the
twofold division of banking activities (retail and corporate banking) throughout a
long period. What starts to change is the structure of administrative departments.
Most of the banks change their internal organizations through the establishment of
new department and new dir;:ctorships. Moreover, new customer and branch

segmentation strategies add to this organizational change. There was evidence to
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suggest that Garantibank changed its organizational structure with the
implementation of the Nokta Project in the mid-1990s. This structure of the bank
includes four main departments: retail, commercial, corporate and business banking.
The economic crisis appears to change all institutional strategies of Turkish
banks. However, to operate efficiently in the crisis environment, the banks ought to
concentrate on their internal organizations instead of the extension of their branch

networks.

5.3.2 Branch Reorganization

To comprehend the developments of external institutional environment,
attention ought to bé given to the changing branch strategies of Turkish banks. In that
respect, it would be misleading to discuss these strategies in the pre-crisis period.
However, the interviews with eight Turkish banks were made in 2000 and the
outcomes of these mainly involved the anticipations of these banks in a disinflation
environment. Throughout this period, some institutional developments affected the
importance and status of some sample banks in the case study. For example, the
management of Iktisatbank transferred to the Savings Deposits Insurance Fund and
Halkbank is subject to a huge bank consolidation as well as the other three state
banks. Thus, this section only includes the branch reorganization in the pre-crisis
period and the anticipatory developments in the branch networks of banks. Despite
the lack of clear branch policies of banks in the aftermath of the crisis, these
developments and strategies in the former period help to understand new institutional
models in a technologically determined era of Turkish banking.

The strategies of Turkish banks for profitable banking in the disinflation
environment can be discussed according to their branch structures. Medium-sized

commercial banks with private capital (Kogbank, Iktisatbank and Digbank) target to
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extend their branch networks. Their branch strategies concentrate upon three areas
that are representatives of some of the ways in which the banks survive in new
banking era: retail banking, new delivery mechanism and nationwide branch
proliferation. Especially, Digbank and Iktisatbank cases show that the banks directed
their attention to retail banking and a good use of financial technology radically
affected the branch structure in this area. Traditionally the relationship between the
retail bank and its customers has been on a one-to-one level via branch network. This
led to the concentration of clearing and decision-making responsibilities at the
individual branch level. The replacement of mass marketing by one-to-one marketing
and new process technologies forced banks to change their traditional branch
structure in retail banking and to adapt to a new branch banking system as a
foundation of a new technical architecture (Gandy and Chapman, 1997). A
restructuring in retail banking is perhaps best illustrated through the project of
Iktisatbank; namely “satellite branches”. In the short-run, Iktisatbank targets to open
only retail branch offices in the several regions of Turkey. However, Kogbank as a
newer bank proceeds a gradual development in retail banking and it plans to compete
for branch infrastructure both in wholesale and retail banking.

Turkish medium-sized, private commercial banks agree that the survival of
banks in the new technological era will depend on whether they are able to offer to
most efficient intermediary and payment services, newer non-bank financial services
and functions. The argument is reinforced by two supposed tendencies: development
of new (non-branch) deliver); channels (Capital, 2000b) and reorganization of
traditional branches. Digbank mostly emphasizes the importance of non-branch
delivery channels and it places' new delivery mechanism at the center of its

technological strategy. Here, an interesting point is that the banks do not expect the
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important decreases in the number of traditional branches. They point out that the
primary effects of new financial technology are mainly felt in the branch
reorganization and this is likely to bring about an important decrease in the number
of banking staff. The development of retail banking in the UK and the United States
acknowledged that selling a widening range of insured and uninsured products in
rapidly changing retail markets, has forced banks to improve their technological
infrastructures and financial organization. Banks’ information-gathering, marketing
and product-delivery capacities are now multi-channel and becoming increasingly
divorced from the physical infrastructure, technologies and personnel of their branch
networks (Pollard, 1999). However, the marketing director in the corporate banking
department of Iktisatbank indicates that new financial technologies do not change the
existing branch structure and the most important change can be anticipated in the
service quality of the banks.

Alternative delivery channels occupy a key position in the strategies of the
banks for a new branch organization. The core banking systems based around the
branch are unable to provide detailed information in real time and the central IT
infrastructure enables customers to access very limited information. The modern
bank cannot rely on its branch network alone. New delivery mechanism which is
based on datawarehousing, client/server architectures, multimedia delivery systems
and the many others, offers new methods of interacting with the bank without losing
their old relationship (Gandy and Chapman, 1997). To enable the banks to perform
more efficient branch organization, traditional (branch, ATM and POS) and new
delivery channels (telephone banking and internet banking) are taken into
consideration in an integrated framework. A banking 'environment, in which service

costs are continuously removed from the old infrastructure, uses the branch as the
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sales and advisory center and most transactions move to the electronic environment.
However, its is salutary to note that a number of the important weaknesses in the
technological infrastructure of medium-sized commercial banks need to overcome.
To develop new sales channels or improve the existing ones is a highly risky and
complex strategy because high development costs exist and the followers can find it
much easier to compete in an environment of the falling risks in a tried and tested
financial technology. In that respect, Digbank established a new department,
Alternative Delivery Channels Group, in terms of increasing the efficiency in retail
banking in the long run.

A reorganization of traditional branches is most forcefully illustrated by the
branch organizations of Digbank and Iktisatbank. What appears to characterize the
new branch organization is ‘the branch segmentation (retail, wholesale and
commercial) which determines the proper financial technology and the number of
branches. The expansion of branch network in Digbank is achieved through a hub
and spoke model featuring a limited number of full service hub branches with spokes
for retail and commercial outlets (Tiirkiye Dig Ticaret Bankas1 A.S., 2000). Taking
advantage of its early electronic banking strategy, Iktisatbank changes its internal
organization. A new department (internet banking) with relation to the assistant
directorates of retail and corporate banking is newly established. The banks plan to
increase their branches nationwide in the short-run. While Digbank and Kogbank
target to increase their branches gradually, Iktisatbank proceeds a dynamic branch
policy including the establishment of a vast number of retail branches in Istanbul, the
Eastern, the Southeastern and the Black Sea regions. The majority of banks evaluate
the branch proliferation as a prerequisite condition to opérate in a disinflation

environment,
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Having their historical advantages in the Turkish financial system, Halkbank
and Isbank seem to be ready to operate in the new banking era. The branch strategies
of these banks are based on their historical weights in Turkish branch banking and
they do not expect an important change in the overall branch structure of the greatest
commercial banks. Conversely, Halkbank as the state-owned bank targets to decrease
the number of their retail branches gradually in the localities in the long run. By
placing an efficient technologi(;al infrastructure at the center of its branch strategy,
Isbank does not plan to decrease or increase the number of its branches and nor does
it plan to change their regional distribution. According to the Organization Group
Manager of Isbank, a disinflation environment forces only small and medium-sized
banks to compete for deposits by establishing a network of branches across the
country.

Turkish large commercial banks have the most efficient technological
infrastructure among the Turkish banks. Having their historical advantages in the use
of financial technology, the banks develop similar bankirig projects: non-branch
banking in Garantibank, interactive and internet banking in Isbank and online-
realtime banking in Halkbank (See Figure 5.5 to the branch reorganization of
Garantibank). Another important point is that these b.anks accentuate the importance
of economic factors in the branch reorganization. A director in Garantibank Project
Management indicates that technological developments have no direct effects on the
number of branch and inflation secems to be a dominant parameter in Turkish
banking. In that respect, non-branch banking is evaluated as a financial service
instead of an independent operation area and the decreases and increases in the
number of branches can be labeled as a dynamic process. Building théir branch

strategies on the non-branch service channels, Garantibank and Isbank accentuate the
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fact that branch banking will survive in the new banking era and the most important
change can be expected in the organization of operation departments. A possible
development can be seen in the extension of self-service banking areas in the
traditional branch.

Halkbank as a state bank does not only operate in a banking environment
determined technologically and economically but also in an environment motivated
by public goals. Far from proceeding a branch rationalization policy, Halkbank uses
its “online-realtime system” 1n order to decrease the pressures of a number of
banking services for its branches and these include deposit, credit, personal banking
and consultation. However, the private banks close their inefficient branches in the
localities and the urban areas in which the branches share the same market area. An
interesting parallel can be drawn at this point between the Turkish case and the
geographical consolidation of bank branches in the UK and the United States. The
evidence from these countries show that consolidation (the closure, downsizing or
rationalization of local offices) is spatially selective and mostly low-income inner-
city areas and communities are negatively affected. Similar to the de-industrialization
process within manufacturing, the restructuring and rationalization of banking and
related financial activities contribute to the uneven geographical development

(Martin, 1999a).

5.4 Geography of Branch Banking

This section constitutes the most important part in the case study together
with section 5.5. Here, the evolution of branch networks of sample banks
demonstrates how the historical and contemporary geography of branch banking is
associated closely with the broader institutional development at all geographical

levels.
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National geography of branch banking can be analyzed through the regional
distribution of branches, This contributes to further analysis of spatial processes in
section 5.5 like financial concentration. At regional and intra-regional levels, an
analysis of regional and provincial distribution of branches by population, national
credits and deposits is made in a historical record. The branch developments in
Istanbul, Ankara and Izmir represent the institutional patterns at urban level. All this
geographical analysis is based on the statistical data in the annual reports of the
banks, the reports of the Bank Association of Turkey and of DIE. However, an intra-
urban analysis of branch developments is made through the outcomes of interviews
with eight Turkish banks.

In that respect, clearly important outcomes are deduced from the Turkish
experience particularly with  financial concentration and financial exclusion
processes in Turkish banking since the private banking period. Section 5.5

generalizes these spatial processes in Turkish branch banking.

5.4.1 Regional Distribution of Branches

The regional evolution of branch networks in Turkish banking is most
forcefully illustrated by the developments of four banks. In the Turkish case,
ownership structure appears to be more important than bank size and operational
field in the regional composition of branches.

The regional evolution of branch network in Digbank (see Figure 5.6) tends to
support the spatially selective nature of private branch banking at regional level.
Throughout its foundation period, the bank opened its branches in the Marmara and
the Aegean regions that are identified as traditionally strong regions of branch

banking in Turkey apart from the Middle Northern region. Between 1966 and 1981,
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Regionat Distribution of Digbank Branches in 1990
1 Dot = 1 bank branch

Regional Distribution of Digbank Branches in 1995

1 Dot = 1 bank branch

Regional Distribution of Digbank Branches in 2000

1 Dot = 1 bank branch

Figure 5.6 Regional Distribution of Digbank Branches (1990, 1995, 2000)
(Turk Dis Ticaret Bankast A.S., 2001).
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the geographical scope of Digbank was limited to three regions. In 1966-1969, the
branch network featured a homogenous distribution in these regions. However, the
1970-1980 period was characterized by the dominance of the Marmara region with a
branch share near 50 percent. After the share of the Marmara region reached a peak
in 1981, the 1982-1985 period saw a branch concentration in the emergent region,
the Mediterranean as well as the Marmara. During the period of 1986-1995, the
regional composition of Digbank branches stayed constant. In this period, the
Marmara region maintained its pivotal position in the branch network while other
three regions experienced a static development. Since 1996, the branch developments
in the additional regions (the Black Sea, the Southeast and the Middle East) had a
very limited influence on the regional composition of branches. In 1996-2000, the
institutional developments contributed to the branch concentration in the Marmara
region while the shares of the other three important regions decreased gradually.
Despite the domination of the Marmara region in the branch network,
Garantibank displayed a more homogenous branch development in comparison with
Digbank (see Figure 5.7). Throughout a long period, the regional distribution of
Garantibank branches remained the same (Tiirkiye Garanti Bankas1 A.S., 1967-1992,
2000 and 2001). Between 1967 and 1989, the bank extended its branch network to all
regions of Turkey. While the Aegean, the Mediterranean and the Central Anatolian
regions (the Middle North and the Middle South) represented the secondary areas of
branch proliferation, the main development occurred in the Marmara region with a
share approximate to 40 perceI;t. Starting in 1990, the share of the Marmara region
has undergone a gradual increase while the small decreases has mainly occurred in

the Aegean and the Central Anatolian regions. However, the Black Sea, the Middle
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1 Dot = 1 bank branch

Figure 5.7 Regional Distribution of Garantibank Branches (1990, 1995, 2000)
(Turkiye Garanti Bankas1 A.S., 1990-1992, 2000 and 2001).
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Eastern and the Southeastern regions experienced substantial decreases in their
branch shares. What seems surp’rising is that the implementation of the Nokta Project
in 1995 had no influence on the composition of branches in the secondary regions
and the project only reinforced the branch network in the Marmara region.
Experiencing all the stages of Turkish banking, the regional development of
branch network of Isbank can be evaluated as a very dynamic process (see Figure
7.8). Despite the static and regionally selective branch development during the
foundation period, the bank pursued a very dynamic and homogeneous branch
proliferation policy since 1927. With the exception of the Northeast, the Middle East
and the Southeast, the regional shares of branches fluctuated up and down until 1934.
During the early etatist era, a very substantial decrease occurred in the share of the
Marmara and the Aegean regions. Throughout the etatist and post-war periods, the
regional shares of branches fluctuated smoothly and seasonal increases were mainly
represented by the Marmara and the Aegean regions. The 1952-1966 period saw
stabilization in the regional composition of Isbank branches except for the Black Sea
region whose share increased steadily. In this period, the Marmara region with a
share of near 35 percent became a strong region of branch banking. The static
development of regional branch network also continued in the 1966-1975 period
when the only decrease occurred in the Southeastern region. Between 1976 and
1991, the regionally homogenous distribution of Isbank branches remained the same
and a small increase in the regional share of the Marmara did not affect the overall
composition. Starting in 1992, the share of the Marmara region increased gradually
and reached a peak in 1998. However, other regions proceeded the same
develo;;ment path of branch network between 1992 and 2000. Overall, this

development process of branch network emphasized three traditionally strong
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Regional Distribution of Isbank Branches in 1990

1 Dot = 1 bank branch

Regional Distribution of Igbank Branches in 1995
1 Dot = 1 bank branch

Regional Distribution of Igbank Branches in 2000

1 Dot = 1 bank branch

Figure 5.8 Regional Distribution of Isbank Branches (1990, 1995, 2000) (Tiirkiye Is
Bankasi A.S., 2000).
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regions: the Marmara, the Aegean and the Middle North. While the Mediterranean
and the Black Sea represented the secondary regions in terms of branch network, the
other three regions had a very limited importance in the overall branch development.
However, the total of branches in these secondary and tertiary regions is close to
approximately 35 percent and this reflects the best homogenous branch distribution
among the other private banks. Moreover, this tends to support that the regional
composition of Isbank branches is similar to state banking to a certain extent.

The evolution of Halkbank branch network presents a good example of
regional branch composition in state banking. A close inspection of Figure 5.9
indicates the regionally homogenous development of Halkbank branches. Starting in
1940 throughout the war and pbst—war period, the bank extended its branch network
along five regions: the Marmara, the Middle North, the Aegean, the Black Sea and
the Mediterranean. Between 1940 and 1945, the major increase occurred in the share
of the Black Sea region while the other regions experienced a static branch
development. In the period of 1946-1950, the regional composition of branches
remained the same. Despite the existence of a substantial decrease in the share of the
Black Sea originated from the branch developments in the Middle North as an
emergent region, regional branch composition did not change in 1951-1952 either.
The private banking era saw the fluctuations in the shares of all regions. Between
1953 and 1966, there was a substantial reduction in the share of the Mediterranean
region; however, two historicalllly strong regions, the Aegean and the Black Sea
regions maintained their positions in the overall branch network. What seems
interesting is that the regional composition of Halkbank branches did not changed
since 1967. Despite the existénce of some smooth fluctuations in the regional shares,

the 1967-2000 period can be identified as a homogenous branch development era of
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Regional Distribution of Halkbank Branches in 1990

1 Dot = 1 bank branch

Regional Distribution of Halkbank Branches in 1995
1 Dot = 1 bank branch

ok =0,

Regional Distribution of Halkbank Branches in 2000

1 Dot = 1 bank branch

Figure 5.9 Regional Distribution of Halkbank Branches (1990, 1995, 2000)
(Turkiye Halk Bankasi A.S., 1999a and 2001).
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Halkbank. The implementation'of Principal Statute in the early 1980s did not affect
this stable regional branch composition. In that respect, what makes the case of
Halkbank distinct is that the bank displayed regional branch patterns of state
banking. First, the dominance of state branch banking in the rural and agricultural
areas is mostly visible in the concentration of Halkbank branches in the Aegean and
the Black Sea regions. Second, the traditional importance of the Marmara region in
private banking is not observed in the regional evolution of Halkbank branches.
Throughout a long period, the development of the bank’s branch network
demonstrated a regionally homogenous distribution in five regions: the Marmara, the
Aegean, the Middle North, the Middle South and the Black Sea regions. Last, in the
same period, the Middle Eastern, the Northeastern and the Southeastern regions had

the important regional shares in comparison with private banking,.

5.4.2 Branches in istanbul, Ankara and izmir

One further area of concern in the new geography of branch banking is the
analysis of the three major cities (Istanbul, Ankara and Izmir) at urban level. Here,
private and stafe banks display different spatial patterns according to their
institutional bases, banking activities and geographical scopes.

Figure 5.10 demonstrates the relationship between nationwide development
and urban concentration of Digbank branches. This indicates that total development
of the branch network was cimracterized by a branch concentration in Istanbul,
Ankara and izmir during the evolution of Digbank. The development path of the
branch network seems to be confirmation of urban selective nature of private branch
banking in Turkey. This also tends to support the assertion that the urban
concentration of branches is mostly evident in the small and medium-sized banks.

Figure 5.11 shows the detailed distribution of branches among these cities. Until
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1981, the geographical scope of Digbank was only limited to the trio. In this period,
Istanbul (Europe) appeared to be a strong region of branch banking while Ankara and
Izmir had the proportional increases in their urban shares. In that respect, Istanbul
(Europe) can also be named as the traditionally strong region of private branch
banking. Despite the stable development era in the mid-1980s, the 1986-2000 period
involved urban branch concentration in favor of three cities. Throughout this period,
the total share of Istanbul (Europe and Anatolia), Ankara and Izmir approximated to
70 percent of Digbank branches. Parallel to the extension of branch network along
the additional cities, there were substantial reductions in the branch shares of Ankara
and Izmir. Especially, the last stage of development (1996-2000) was characterized
by decreasing importance of these two cities in the branch network against new areas
of branch banking. Since 1985, the Anatolian region of Istanbul also displayed the
same patterns of static branch development. However, Istanbul (Europe), which had
approximately 40 percent of branches in the same period, still maintained its
important position in the urban composition of branches.

The national and urban development of Garantibank branch network in 1967-
2000 signified a different pattern of urban concentration as compared to Digbank
(See Figure 5.12). While the trio experienced a static branch development between
1973 and 1990, the 1991-200 period saw the increasing importance of these cities.
Especially, starting in 1996, the total share of the three cities climbed sharply and
reached a peak kin 2000 at the time when the trio approximated to the national
development rate of branches. Here, 1992 constituted a turning point in the national
development of branch network by representing a convergent point of two
development paths (three cities and remainder of Turkey). A detailed analysis of

urban branch distribution between 1967 and 2000 can be seen in Figure 5.13. What
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seems surprising in comparison with Digbank is the historical weight of secondary
cities and regions in the overall branch development. Until 1990, the total share of
these cities numbered approximately 55 percent of branches. This was the best
proportion among the other private banks and it reflected a more homogenous
distribution of branches. In 1967-1989, Istanbul (Anatolia), Ankara and Izmir were
the secondary areas of urban branch concentration and Istanbul (Europe) was also
identified as a strong region of branch proliferation in the case of Garantibank as
well as Digbank. Starting in 1991 throughout the late 1990s, a very substantial
increase occurred in the share of Istanbul (Europe) when the remainder of Turkey
experienced sharp decreases. Moreover, the other side of Istanbul was also subject to
a gradual branch increase. However, the urban shares of Ankara and Izmir remained
constant during the same period. In that respect, the 1990s is labeled as an
exacerbated period of balanced urban and regional distribution of branches.

Isbank also displayed a different pattern of urban branch concentration in the
period of 1924-2000. As seen m Figure 5.14, which illustrates the urban and national
development of branch network, the weight of the three major cities in the branch
network decreased since the early 1950s. Despite a gradual increase in the total
number of branches located in Istanbul, Ankara and Izmir, the development rates of
national branch network and of other regions were quite higher than the rate of these
cities in the same period. Parallel to the decreasing rate of branch concentration in
these cities, the 1974-2000 period saw more homogenous branch development in
favor of the other cities and regions. Figure 5.15 evidences this homogenous
development in a detailed way. In spite of the urban concentration of branches in the
foundation period, Isbank enj oyed a period of nationwide branch proliferation during

the inter-war and war periods. Between 1934 and 1947, the total branch share of
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Istanbul, Ankara and Izmir remained below 20 percent of Isbank branches.
Throughout the same period, Istanbul (Europe) dominated branch developments in
the trio. Starting in 1948, Isbank reverted to policy a branch promotion in three cities.
The share of three cities fluctuated up and down until 1974, when it reached
approximately 40 percent of branches. In 1952-1974, Ankara and {zmir were subject
to proportional increases in their branch shares while Istanbul (Europe) retained its
domination in the urban branch concentration. Throughout the 1977-1991 period,
both urban and regional composition of Igbank branches remained the same and the
last stage of development was characterized by a small increase in the branch share
of three cities. During the development path of Isbank, Istanbul (Anatolia) had a very
limited branch share and this can also be observed in other sample banks. What
seems distinct in the case of Isbank is the importance of Ankara and Izmir in the
evolution of branch network in comparison with other banks. In addition, the degree
of urban concentration of Igbank branches is lower than the degree of other private
banks and this seems to be the confirmation of more homogenous branch distribution
at both regional and intra-regional levels.

What makes Halkbank particularly interesting and somewhat unique from a
comparative perspective is that the bank best illustrates the spatial patterns of
Turkish state banking. As Figure 5.16 indicates Halkbank demonstrated the lowest
degree of branch concentration in Istanbul, Ankara and Izmir among the other
sample banks. The origins of branch developments in these cities can be traced back
to the branch banking era of Halkbank. Since 1964, the bank extended its branch
network to three cities, but the growth rate and share of branches in the trio remained
below the national rate and regional shares. In the same period, the urban

composition of Halkbank branches was quite different from private banking (see
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Figure 5.17). Until the mid-1§80s at the time when the bank launched Principal
Statute, three cities featured very a balanced distribution of branches and a small
increase has been only occurred in the share of Istanbul (Europe) between 1979 and
1984. Starting in 1985, the urban shares increased gradually and 1992-2000
represented a stable period of urban branch concentration. At the last stage of
development, the total share of the three cities reached a highest point, but it still
remained below 20 percent of Halkbank branches. During its institutional
development, the geographical patterns of branch banking in Halkbank appeared to
be related to the specific phases of Turkish state banking. Branch developments in
these phases reflected urban and regional preferences of the Turkish national branch
banking. Hence, the most homogenous distribution of Halkbank branches was
attributed both to its local institutional base inherited from “Local Savings Banks”
and the industrial and commercial development issues of Turkish state banking. The
extension of the branch network along secondary cities and regions, which are called
as public service areas of banking, can only be explained with these patterns of state
banking.
5.4.3 Provincial Branch Distribution by Population, Banking Credits and

Deposits

In order to deepen the geographical analysis of Turkish branch banking, the
additional geographical-financial variables are needed. Here, provincial branch
distributions of four banks are analyzed by population, banking credits and deposits.
The reason why these variables are important to comprehend the spatial processes of
money is that financial exclusion and concentration in the Turkish case are closely
associated with the geographical preferences of state and private banking by different

service areas by population and sub-banking regions by credits and deposits. While

195



the degree of concentration in different deposit regions determines provincial
financial potential, the availability of bank branches in a number of credit regions
demonstrates the degree of financial exclusion or inclusion. At this point, the
concentration rate of total national credits at provincial level represents a key
variable in the identification of areas excluded by bank finance.

The evolution of the rudimentary branch network of Digbank in the last
decade exemplifies the spatial patterns of small and medium-sized Turkish banks in
different population, credit and deposit regions. As Figure 5.18 indicates, the urban
selective scope of Digbank that is related to the former operation field of the bank in
wholesale banking is also visible in the urban branch distribution by population. In
addition to the trio (Istanbul, Ankara and Izmir), a few large cities and regional nodes
constituted the urban scope of Digbank in the period of 1990-2000. These cities also
corresponded to the concentration areas of corporate banking in Turkey. Figure 5.19
and 5.20, which illustrates the distribution of Digbank branches by credit and deposit
regions, add further detail to this consistent distribution with financial variables.
However, the concentration of Digbank branches in the first and second credit and
deposit areas between 1990 and 2000 must not be evaluated as a confirmation of
intra-regional financial exclusion because the bank displayed the normal spatial
patterns of a medium-sized bank in Turkey. Parallel to the extension of branch
network in the period of 1995-2000, the bank orientated towards some lower credit
and deposit regions. In the same period, the bank excluded all the lower banking
regions in the eastern part of Turkey from its scope. According to the interviews,
only branch development in these regions is anticipated in a few regional nodes at

the long run.
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Provincial Distribution of
Digbank Branches in 1990

1 Dot = 1 bank branch
Population in 1990

B8 2.500.000 to 11.000.000
1.000.000 to  2.500.000
500.000 to 1.000.000
250.000t0  500.000
50.000t0  250.000

Provincial Distribution of
Digbank Branches in 1995

1 Dot = 1 bank branch
Population in 1995

B 2.500.000 to 11.000.000
1.000.000 to 2.500.000
500.000 to  1.000.000
250.000t0  500.000
] 50.000t0 250.000

added to the distribution.

Note: Some yearly data of new provinces'{Ardahan, Bartin, Batman, 1gdir, Karabiik, Kilis,
Osmaniye, $1rnak and Yalova) are not available. The provincial data of Diizce are not

Provincial Distribution of
Digbank Branches in 2000

1 Dot = 1 bank branch
Population in 2000

2.500.000 to 11.000.000
1.000.000 to 2.500.000
500.000 to 1.000.000
[ 250.000t0 500.000
50.000t0  250.000

Figure 5.18 Provincial Population and Digbank Branches (1990, 1995, 2000) (DIE,
2002; Tulay, 2001 and Tiirkiye Dis Ticaret Bankasi A.S., 2001).
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Provincial Distribution of
Disbank Branches in 1990

1 Dot = I bank branch

% of Total National
Credits in 1990

3.11030,1 (2)
2310231 (6)
0,7t0 2,3 (12)
[0 03t 07 (i6)
0,1to 0,3 (27)

"Note: The blank areas represent the provinces that have not financial data and
the provinces that have a credit share lower than 0,1%.

Provincial Distribution of
Disbank Branches in 1995

1 Dot = 1 bank branch

% of Total National
Credits in 1995

3910368 (2)
3710239 (3)
Lito 37 (5)
I o4t 1.1 (14)
[ o1t 04 (39)

Provincial Distribution of
Digbank Branches in 2000

1 Dot = 1 bank branch

% of Total National
Credits in 2000

17810429 (2)
2710178 (5)
06to 2,7 (11)
I 02t 0,6 (26)
7 0,1t 02 (27)

{

Note: Some yearly data of new provinces{Ardahan, Bartin, Batman, Igdir, Karabiik, Kilis,
Osmaniye, Sirnak and Yalova) are not available. The provincial data of Diizce are not
added to the distribution. '

Figure 5.19 Provincial Distribution of Bank Credits and Digbank Branches
(1990,1995, 2000) (Tiirkiye Bankalar Birligi, 1996, 2001a and Tiirkiye D1s
Ticaret Bankas1 A.S., 2001).
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Provincial Distribution of
Disbank Branches in 1990

1 Dot = 1 bank branch

% of Total National
Deposits in 1990

22910363 (2)
6410229 (1)
08t0 6,4 (17)
03t 0,8 (27)
4 01t 0,3 21

Note: The blank areas represent the provinces that have not financial data and
the provinces that have a deposit share lower than 0,1%.

Provincial Distribution of
Digbank Branches in 1995

1 Dot = 1 bank branch

% of Total National
Deposits in 1995

8210382 (1)
7110382 (2)
08t 7,1 (18)
I 03t 08 (24)
El 01t 03 (25)

Provincial Distribution of
Digbank Branches in 2000

1 Dot = 1 bank branch

% of Total National
Deposits in 2000

B208t0448 (2
1,4t0208 (6)
0,5t 1,4 (15)
0 02t 0,5 (25)
0,1to 0,2 (20)

Note: Some yearly data of new provinces{Ardahan, Bartin, Batman, I1gdir, Karabiik, Kilis,
Osmaniye, $urnak and Yalova) are not available. The provincial data of Diizce are not
added to the distribution.

Figure 5.20 Provincial Distribution of Bank Deposits and Digbank Branches (1990,
1995, 2000) (Tiirkiye Bankalar Birligi, 1996, 2001a and Ttiirkiye Dig
Ticaret Bankas1 A.S., 2001).
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Despite the existence of similar regional preferences to Digbank, Garantibank
demonstrated some degree homogenous branch distribution at intra-regional level by
population, credits and deposits. The main reason for this was the difference of
institutional characteristics of Garantibank by banking history, operation field and
bank size. In 1990, the bank's branch network included the majority of medium-
sized provinces as well as large provinces (See Figure 5.21). Starting in the mid-
1990s when the Nokta Project was launched, the bank rationalized the branch
network by consolidating and closing the branches in the eastern regions of Turkey.
Moreover, the provinces of the third population groups in other regions were also
affected by this rationalization project. The analysis of Figure 5.22 and 5.23, which
show the distribution of Garantibank branches by credits and deposits regions, also
reinforces this tendency towards an intra-regional concentration of branches. What
seems surprising in these maps is the under-representation of Garantibank branches
in some provinces of upper credit and deposit areas in the Aegean and the Black Sea
regioﬁs. While the concentration of total banking credits in these provinces can be
explained by the homogenous credit distribution of state banking, an under-
representation in the upper deposit regions seems to be a partial confirmation of an
intra-regional financial exclusion from private banking in terms of the utilization of
sophisticated financial products. This provincial analysis of Garantibank branches by
population and financial variables signifies that an intra-regional concentration
branches is also reinforced by the technological and institutional developments at
intra-urban level. The implementation of a different form of hub and spoke branch
system (open branches) at intra-urban level is likely to change the urban composition

of traditional branches. In this ‘general portrait of branch redesign, a heterogeneous
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Provincial Distribution of
Garantibank Branches in 1990

1 Dot = 1 bank branch
Population in 1990

2.500.000 to 11.000.000

1.000.000 to
500.000 to
250.000 to

2.500.000
1.000.000
500.000

50.000to  250.000

Provincial Distribution of
Garantibank Branches in 1995

1 Dot = 1 bank branch
Population in 1995

2.500.000 to 11.000.000
1.000.000 to 2.500.000
500.000 to 1.000.000
[ 250.000t0  500.000
] 50000t 250.000

Provincial Distribution of
Garantibank Branches in 2000

1 Dot = 1 bank branch
Population in 2000

2.500.000 to 1\1.000.000
1.000.000 to  2.500.000~

500.000 to 1.000.000
1 250.000t0c 500.000
5] 50.000to  250.000

‘Note: Some yearly data of new provincés‘(Ardahan, Bartin, Batman, Igdir, Karabiik, Kilis,

Osmaniye, Sirnak and Yalova) are not available. The provincial data of Diizce are not

added to the distribution.

Figure 5.21 Provincial Population and Garantibank Branches (1990, 1995, 2000)
(DIE, 2002; Tulay, 2001 and Tiirkiye Garanti Bankas1 A.S., 1990, 2001).
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Provincial Distribution of
Garantibank Branches in 1990

1 Dot = 1 bank branch

% of Total National
Credits in 1990

23,11030,1 (2)
2310231 (6)
0,7t0 2,3 (12)
0,310 0,7 (16)
0,1to 0,3 (27)

Note: The blank areas represent the provinces that have not financial data and
the provinces that have a credit share lower than 0,1%.

Provincial Distribution of
Garantibank Branches in 1995

1 Dot = 1 bank branch

% of Total National
Credits in 1995

323910368 (2)
3710239 (3)
Lito 37 (5)
04t 1,1 (14)
0,lto 04 (39)

Provincial Distribution of
Garantibank Branches in 2000

1 Dot = 1 bank branch

% of Total National
Credits in 2000

17810429 (2)
2710178 (5)
06to 2,7 (11)
02t 0,6 (26)
7] 0,1t0 02 (27)

Note: Some yearly data of ew provinces*(Ardahan, Bartin, Batman, Igdir, Karabiik, Kilis,
Osmaniye, Sirnak and Yalova) are not available. The provincial data of Diizce are not
added to the distribution.

Figure 5.22 Provincial Distribution of Bank Credits and Garantibank Branches
(1990, 1995, 2000) (Tirkiye Bankalar Birligi, 1996, 2001 and Turkiye

Garanti Bankast A.S., 1990, 2001).
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Provincial Distribution of
Garantibank Branches in 1990

1 Dot = 1 bank branch

% of Total National
Deposits in 1990

2,9t0363 (2)
6410229 (1)
08t0 64 (I7)
M 03t 0,8 (27)
0,lto 0,3 (21)

Note: The blank areas represent the provinces that have not financial data and
the provinces that have a deposit share lower than 0,1%.

Provincial Distribution of
Garantibank Branches in 1995

1 Dot = 1 bank branch

% of Total National
Deposits in 1995

3820382 (1)
7.110382 ()
08t0 7,1 (18)
03t0 0,8 (24)
0,lto 0,3 (25)

Provincial Distribution of
Garantibank Branches in 2000

1 Dot = 1 bank branch

% of Total National
Deposits in 2000

208t044,8 (2)
1410208 (6)
05t 14 (15)
0 02te 05 (25)
0,1to 02 (20)

Note: Some yearly data of new provinces(Ardahan, Bartin, Batman, [gdir, Karabiik, Kilis,
Osmaniye, $irnak and Yalova) are not available. The provincial data of Diizce are not
added to the distribution.

Figure 5.23 Provincial Distribution of Bank Deposits and Garantibank Branches
(1990, 1995, 2000) (Turkiye Bankalar Birligi, 1996, 2001 and Tiirkiye
Garanti Bankas1 A.S., 1990, 2001).
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distribution of Garantibank branches by population and a homogenous distribution
by credits and deposits signify that the geographical patterns of private banking in
Turkey are still far from having a service logic by different type of provincial
population groups. The under-representation of Garantibank branches in some
medium and large provinces of the eastern regions presents a good example of this
financially divided environment.

The evolution of Isbank's provincial branch network by population, credits
and deposits between 1990 and'2000 confirms that historical scope and bank size are
the important variables in the emergence of a nationwide branch network in Turkey.
Figure 5.24 shows a homogenous provincial distribution of Isbank branches by
population in the period of 1990-2000. In comparison with other two private banks,
this homogenous distribution by population is also evident with respect to the intra-
urban composition of Isbank branches in the medium-sized cities. However, starting
in 1990 throughout the late 1990s, a rationalization of the branch network lead to an
urban concentration of branches, especially in the trio. The branch closures in soﬁé
provinces of medium and lower population groups in the eastern regions of Turkey
illustrate the intra-regional outcomes of this rationalization. The provincial
distribution of Isbank branches is also consistent with the provincial distribution of
credits and deposits (see Figure 5.25 and 5.26). Here, the concentration of bank
credits and deposits in the provinces of western Anatolia is an obvious testimony to
the concentration of private bank branches in these regions. However, the provincial
branch composition of Igsbank in the 1990-2000 period was less affected by the
changes in the provincial shares of credits and deposits in the eastern regions of
Turkey in comparison with other private banks. Despite the existence of a. tendency

towards urban and regional branch concentration of its branches in recent years,
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Provincial Distribution of
Isbank Branches in 1990

1 Dot = 1 bank branch
Population in 1990

2.500.000 to 11.000.000
1.000.000 to  2.500.000
500.000 to  1.000.000
I 250000t0  500.000
50.000t0  250.000

Provincial Distribution of
Isbank Branches in 1995

1 Dot = 1 bank branch
Population in 1995

2.500.000 to 11.000.000

1.000.000 to
Bl 500.000 to
I 250.000to

2.500.000
1.000.000
-500.000

1 50000t0 250.000

Provincial Distribution of
Isbank Branches in 2000

1 Dot = 1 bank branch
Population in 2000

2.500.000 to 11.000.000
1.000.000 to  2.500.000

500.000 to  1.000.000
{T1 250.000t0 500.000
Bl 50.000to “250.000

Note: Some yearly data of new provinces (Ardahan, Bartn, Batman, Igdir, Karabiik, Kilis,

Osmaniye, Sirnak and Yalova) are not available. The provincial data of Diizce are not
added to the distribution.

Figure 5.24 Provincial Population and Isbank Branches (1990, 1995, 2000) (DIE,
2002; Tulay, 2001 and Tiirkiye Is Bankas1 A.S., 2000) .
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Provincial Distribution of
isbank Branches in 1990

1 Dot = 1 bank branch

% of Total National
Credits in 1990

B8 23,11030,1 (2)
2310231 (6)
0,7t0 2,3 (12)
03t 0,7 (16)
0,lto 03 (27)

Note: The blank areas represent the provinces that have not financial data and
the provinces that have a credit share lower than 0,1%.

Provincial Distributiop ~*
isbank Branches in 1t

1 Dot = 1 bank branch

% of Total National
Credits in 1995

B 23910368 (2)
371239 (3)
Llto 37 (5)
04tc 1,1 (14)
0,1to 04 (39)

Provincial Distribution of
Isbank Branches in 2000

1 Dot = 1 bank branch

% of Total National
Credits in 2000

17,81042,9 ()
2710178 (5)
06t 2,7 (1)
(I 02t 0,6 (26)
0ito 02 (27)

i

Note: Some yearly data of new provinces (Ardahan, Bartin, Batman, 1gdir, Karabiik, Kilis,
Osmaniye, Sirnak-and Yalova) are not available. The provincial data of Diizce are not
. added to the distribution.

Figure 5.25 Provincial Distribution of Bank Credits and Isbank Branches (1990,
1995, 2000) (Tiirkiye Bankalar Birligi, 1996, 2001 and Tiirkiye Is Bankas1
A.S., 2000).
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Provincial Distribution of
Isbank Branches in 1990

1 Dot = 1 bank branch

% of Total National
Deposits in 1990

22910363 (2

03to 08 (27)
0,lto 0,3 (21)

Note: The blank areas represent the provinces that have not financial data and
the provinces that have a deposit share lower than 0,1%.

Provincial Distribution of
Isbank Branches in 1995

1 Dot = 1 bank branch

% of Total National
Deposits in 1995

38210382 (1)
7110382 (2)
08t0 7,1 (18)
03t0 0,8 (24)
0,lto 03 (25)

Provincial Distribution of
Isbank Branches in 2000

1 Dot = 1 bank branch

% of Total National
Deposits in 2000

2080448 (2)
1410208 (6)
05t 1,4 (15)
02t0 0,5 (25)

01to 02 (20)

Note: Some yearly data of new provinces (Ardahan, Bartin, Batman, Igdir, Karabiik, Kilis,

Osmaniye, $irnak and Yalova) are not available. The provincial data of Diizce are not
added to the distribution.

Figure 5.26 Provincial Distribution of Bank Deposits and Isbank Branches (1990,
1995, 2000) (Turkiye Bankalar Birligi, 1996, 2001 and Ttrkiye Is Bankasi
A.S., 2000).
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Isbank can be identified as a successful bank in the compensation for the
exclusionary effects in these regions in terms of the private bank finance in Turkey.
The role of state banking in the homogenization of public financial space is
best illustrated through the provincial branch distribution of Halkbank in the 1990-
2000 period by population and financial variables. As illustrated in Figure 5.27, there
was a high correlation between the provincial distribution of population and of
Halkbank branches. At this point, what makes Halkbank somewhat unique from a
comparative perspective is that the bank had the most homogenous branch network
among the case banks. As seen in the maps, the branch network in the period of
1990-2000 included the entire medium and small-sized provinces in the traditional
areas of financial exclusion in Turkey. In this regard, the consistent service areas of
Halkbank branches with the different segments of urban and rural population tend to
support the assertion is that population is an important variable in the analysis on the
scope of state branch banking in Turkey. Thus, in the emergence of the additional
service areas of state banking (lending agricultural and industrial credits,
preservation of public's money and enhancement of local savings), a number of
public goals occupy a key position unlike the customer strategies of private banks at
regional and urban level. The homogenous distribution of Halkbank branches at
intra-urban level by population (see Figure 5.27) also confirms this assertion.
Moreover, an analysis of the branch network by provincial credits and deposits (see
Figure 5.28 and 5.29) between 1990 and 2000 highlight this homogenous branch
distribution at intra-regional and intra-urban levels. As seen in the maps, the
provincial composition of Halkbank branches was less affected by provincial credit
and deposits developments in the 1990-2000 period. Especially, the over-

representation of Halkbank branches in the lower credit areas of the Eastern Anatolia
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Provincial Distribution of
Halkbank Branches in 199¢

1 Dot = 1 bank branch
Population in 1990

2.500.000 to 11.000.000
1.000.000 to  2.500.000
500.000 to  1.000.000
([l 250.000t0 500.000
il s0000t0  250.000

Provincial Distribution of
Halkbank Branches in 1995

1 Dot = 1 bank branch
Population in 1995

2.500.000 to 11.000.000
1.000.000 to  2.500.000

500.000 to  1.000.000
[l 250.000t0  500.000
50.000to  250.000

Provincial Distribution of
"Halkbank Branches in 2000

1 Dot = 1 bank branch
Population in 2000

2.500.000 to 11.000.000
1.000.000 to  2.500.000
ki 500.000 to 1.000.000
Ml 250.000t0  500.000
50.000t0  250.000

Note: Some yearly data of new provinces'(Ardahan, Bartin, Batman, Igdir, Karabiik, Kilis,
Osmaniye, Sirnak and Yalova) are not available. The provincial data of Diizce are not
added to the distribution.

Figure 5.27 Provincial Population and Halkbank Branches (1990, 1995, 2000) (DIE,
2002; Tulay, 2001 and Tirkiye Halk Bankas1 A.S., 2001) .
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Provincial Distribution of
Halkbank Branches in 1990

1 Dot = 1 bank branch

% of Total National
Credits in 1990

2311030,1 (2)
23t023,1 (6)
Bl 0,7t0 2,3 (12)
M 03t0 0,7 (16)
3 0110 03 (27)

Note: The blank areas represent the provinces that have not financial data and
the provinces that have a credit share lower than 0,1%.

Provincial Distribution of
Halkbank Branches in 1995

1 Dot =1 bank branch

% of Total National
Credits in 1995

23910368 (2)
3710239 (3)
Lito 37 (5
M 04t0 1,1 (14)
[ 0,1to 04 (39)

Provincial Distribution of
Halkbank Branches in 2000

1 Dot = 1 bank branch

% of Total Naiional
Credits in 2000

17810429 (2)
271178 (5)
3 0610 2,7 (11)
M 02t 06 (26)
0lt0 02 (27)

Note: Some yearly data of new provinces (Ardahan, Bartin, Batman, 1gdir, Karabiik, Kilis,
Osmaniye, Sirnak and Yalova) are not available. The provincial data of Diizce are not
added to the distribution.

Figure 5.28 Provincial Distribution of Bank Credits and Halkbank Branches (1990,
1995, 2000) (Tiirkiye Bankalar Birligi, 1996, 2001 and Tirkiye Halk
Bankasi A.S., 2001).
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Provincial Distribution of
Halkbank Branches in 1990

1 Dot = 1 bank branch

% of Total National
Deposits in 1990

22910363 (2)
6410229 (1)
08t0 64 (17)
M 03t 0,8 @7
B 01t 03 (1)

‘Note: The blank areas represent the provinces that have not financial data and
the provinces that have a deposit share lower than 0,1%.

Provincial Distribution of
Halkbank Branches in 1995:

1 Dot = 1 bank branch

% of Total National
Deposits in 1995

8210382 (1)
7,010382 (2)
7 08t 7, (18)
[ 03t 0,8 (24)
El 0,1to 03 (25)

Provincial Distribution of
Halkbank Branches in 2000

1 Dot = 1 bank branch

% of Total National
Deposits in 2000

0,8 t0 44,8 (2)
] 1,4t0208 (6)
05t 14 (15)
M 02t 6,5 (25
3 0,1t 0,2 (20)

‘Note: Some yearly data of new provinces (Ardahan, Bartin, Batman, [3dir, Karabiik, Kilis,
Osmaniye, Sirnak and Yalova) are not available. The provincial data.of Diizce are not
added to the distribution.

Figure 5.29 Provincial Distribution of Bank Deposits and Halkbank Branches (1990,
1995, 2000) (Tirkiye Bankalar Birligi, 1996, 2001 and Tiirkiye Halk
Bankas1 A.S., 2001).
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points to fact that state branch banking in Turkey partially compensated for a lack of
bank finance in the areas of financial exclusion labeled as the “intra-regional redlined
districts of bank finance” in this study. From a private banking viewpoint, this scope
of state branch banking is evaluated as an “inefficient scope” by geographical-
financial variables. However, this study signifies that a geographical analysis of state
branch banking can only be meaningful with respect to the comprehension of the

public function of state banking in historical terms.

5.4.4 Branch Segmentation and Regional Distribution

The previous sections draw attention to regional and urban composition of
branches in historical terms. In addition, the existing branch projects of the banks are
closely associated with the geographical issues. Here, these issues are discussed for
the interviewed banks at regional level.

The interviews signify that segmentation of branches into retail, wholesale
and commercial is mostly visible in the medium-sized banks (Digbank, iktisatbank
and Kogbank) with the exception of Garantibank. While large commercial banks take
advantage of their extensive geographical scopes, small and medium-sized banks
pursue a regionally selective branch strategy. Branch segmentation coincides with
these regional strategies of the banks in terms of increasing the operational efficiency
and e;(tending market area. Especially, the Garantibank case shows that the banks
direct their attention to the micro markets in Istanbul, Ankara and {zmir (Capital,
2000a). The open branches of Garantibank have a regionally selective distribution
and these are mainly located in the regional nodes of the developed regions as well as
the trio. Digbank and Iktisatbank are also characterized by the same regional branch
strategies. The early outcomes of hub and spoke model in Digbank signal that

segmentation is also urban selective. Corporate branches of Digbank were initially
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opened in Istanbul, however retail branches (spokes) reflect regional preferences of
the bank. In the following period, the extension of hub and spoke model along other
regional nodes can lead to a more homogenous distribution of Digbank branches.
However, it is not anticipated that branch segmentation will change the whole
geographical preferences of the bank in the short-run. These spatial patterns of
branch segmentation are an obvious testimony to the path dependent nature of
private branch banking in a technologically determined banking era. Moreover,
evidence from Turkish medium-sized banks supports the assertion that new
technological developments only contribute to financial concentration by leading a

hierarchical but spatially clustered institutional system in Turkish banking.

5.4.5 Branch Segmentation and Urban Distribution

The urban patterns of branch segmentation will be mainly discussed in the
following section. However, the banks’ new branch projects also reflect the
importance of some cities and regional nodes in hierarchical terms, that is why this
section mainly concentrates on a brief analysis of branch distribution according to
branch segmentation apart from a location and micro market analysis.

The interviews with private commercial banks emphasize that these banks
primarily select Istanbul, Ankara and Izmir to test the efficiency of their new branch
models. Medium-sized banks tend to establish more hierarchical branch systems that
are sensitive to spatial clustering of financial institutions in the specific spots of
major cities. The various implementations of hub and spoke model in Digbank,
Kogzbank and Iktisatbank (newly fund bank) present a good example of these urban
selective branch systems. For these banks, Istanbul constitutes the primary area of
branch segmentation and Ankara and izmir represent the secondary cities. However,

other regional nodes (Bursa, Adana, Antalya and Adana) are only subject to branch
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segmentation in the long-run and the cities of remote regions include only the
traditional retail and commercial branches. Among these banks, Digbank seems to be
a successful bank in an extensive implementation of hub and spoke model.
Notwithstanding, it is likely that the crisis of 2001 will make it harder for banks to
extend the geographical scope of their segmentation projects to new cities and
regions. In the light of this, the economic crisis appears to contribute to financial
concentration motivated by new financial technology. There is considerable accuracy
to this depiction for Turkish medium-sized private banks.

Garantibank constitutes a typical example of large private banks in terms of
a nationwide application of branch segmentation. The Nokta Project in 1995 made
the segmentation of branches possible into corporate and retail. While corporate
branches tend to be dependent on the familiar financial environment of Istanbul,
Ankara and Izmir, retail branches distribute homogeneously in the country. In the
late 1990s, the bank launched a further step of the Nokta Project that aimed at
opening a number of spoke branches, namely open branches. Here, what seems
interesting is that these branches were also opened in the secondary cities and other
regional nodes. This can be evaluated as an early example of hub and spoke model
that is applied on a broader geographical scale. However, it is early to make a
comparison with the nationwi(ie implementations of this model in Europe because

the majority of open branches are still located in the three major cities.

5.4.6 Urban Location of Branches

In this section, urban location criteria of banks are discussed with respect to
both regional and urban branch strategies. The repercussions of regional branch
polices are also felt in the urban location of branches and these create distinct urban

geographies of branch banking in state and private banking. In addition to ownership
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structure, bank size and type are also regarded as of the utmost importance in the
emergence of different scopes of banking. This location analysis is primarily limited
to the interviewed banks in a specific era of Turkish banking, namely profitable
banking in a disinflation emlfironment. Despite these limitations of the study
originated from the pre-crisis period, spatial outcomes can be generalized in Turkish
banking after the crisis. Here, some institutional developments related to Iktisatbank
and Halkbank do not hinder making a spatial analysis at intra-regional, urban and
intra-urban levels for the former period.

In order to comprehend the geography of the Turkish branch banking,
attention ought to be given to two sets of location factors which in fact, happen to be
highly independent: urban location criteria of branches and regional criteria df
branch network. Here, the case study rests on the analysis of three bank groups:
small, specialized banks with ‘rudimentary branch network (Okanbank), medium-
sized commercial banks (Digbank, Iktisatbank and Kogbank) and large commercial
banks with extensive branch network (Garantibank, Halkbank, Isbank and
Vakifbank).

Okanbank as a new investment bank operates in Ankara and Istanbul and the
bank does not have a regional branch policy because of its operation field and of its
development strategy. In the long run, the extension of branch network depends on
whether the bank directs its attention towards retail and commercial banking. In the
short-run, Okanbark targets to open its branches in the major cities of the developed
regions and in the Southeastern Anatolian Region because of its local roots. To open
Kocaeli and Gaziantep branch offices occupies a key position in the short-run branch
strategy of the bank. The urban location criteria of Okanbank rest on economic and

demographic characteristics of a particular city as a whole, land use patterns,
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business climate and city image. Financial environment is regarded as of the utmost
importance in the geographical aspects of wholesale banking. Martin (1999) signifies
that the locational structure of financial institutions differs in their functions and
institutional forms. As basic functions are distributed geographically, specialized
functions follow a process of spatial concentration. The availability of information
on credit risks is associated closely with the bank’s location in the financial center
(Dow, 1999). Specifically, the most suitable areas for corporate branches involve the
upper-status, prestigious areas of the metropolitan cities. For the location of Ankara
branch, two possible areas were Cinnah and Gaziosmanpaga where a good business
climate takes place and the financial circulation between the investment banks is at
the highest rate in Ankara. According to an assistant expert from Ankara branch of
Okanbank, the operation field of a bank also determines the urban location of
branches. He indicates that Kizilay was selected as a suitable branch location if
Okanbank was a commercial bank or a bank operated in retail banking.

In the analysis of regional branch policies of medium-sized commercial
banks, three areas are important: the attractiveness of urban areas, regional potential
and long run operational targets of the banks. These three areas jointly indicate that
branch banking becomes predominantly related to metropolitan development. The
expansion of private bank’s personal customer base reinforces this tendency. In the
same vein, while Iktisatbank mainly operates in the Marmara, the Aegean and the
Mediterranean Regions, Kogbank and Digbank direct their attention towards the
major cities of the developed regions. The reason why the underdeveloped regionsk
have an unimportant weight in the past development of branch networks is that the
banks target to complete their nationwide branch networks in the long-run.

Moreover, private banking is not motivated by a number of public goals, which is the
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major reason of the extensive branch networks in state banking. An expert from
Kogbank says: “in the determination of regional branch policy, Kogbank does not
have a public goal to serve in the underdeveloped regions despite the policy of
Ziraatbank”. The rise of retail banking in the new banking era motivates the banks to
proceed a dynamic branch policy and to change their regional preferences in the long
run.

In the determination of urban location of the branches, the segmentation of
banking activities is important. While wholesale banking prefers the industrial areas,
retail banking orientates toward the upper-status areas and central business districts.
For the medium-sized commercial banks, high street banking occupies a key position
in the urban location in terms of taking advantage of a good business climate and the
reinforcement of bank image as a brand®. In retail banking, banks currently deliver
most of their services via some form of high street branch network. Iktisatbank
proceeds a dynamic branch policy in Istanbul and it mainly operates in the upper-
status areas such as Uskiidar for its retail banking activities. The branch
reorganization project of the bank corresponds to its former location criteria.
“Satellite branches” labeled as small branches with a limited financial operation area,
take part in the locations of former retail branches. Kogbank selects the potential
areas of commercial and personal deposits for branch location rather than the
concentration areas of other banks. The three banks jointly conclude that to find a
particular branch location in Istanbul became a major location criterion in the
commercial banking.

Large commercial banks have different criteria in the determination of branch
location. State banks (Halkbank and Vakifbank) decide about the location of their

branches being motivated by a set of traditional factors involving commercial
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‘potential of the localities, political pressures and local demands. Having the
extensive branch networks, these banks do not proceed a branch promotion policy,
which comprehends a homogeneous branch proliferation in the country. For these
banks, the most preferable areas are the major cities and the cities of the developed
regions that have a commercial and industrial development potential. The assistant
directors of the banks jointly express that state banking necessitates a rationalization
program both in the number of branches and of staff to operate efficiently and
rationally in the new banking era. However, a branch rationalization in state banking
is not anticipated in the short period because of the political pressures of local
institutions and political parties. In spite of the necessity for a branch rationalization
policy, Turkish state banks play a key role in local financial development by
operating in the areas of financial exclusion. Here, much of the literature on the
geography of money emphasizes that financial services and their availability differ
from one locality to another. Thus, the economic development of these localities
seems to be dependent on their financial geographies (Dow, 1999). The
organizational and spatial centralization of financial institutions contributes
adversely to the efficiency of local savers and depositors in local investment and
forces them to construct more' liquid portfolio structures for their money (Martin,
1999a).

The private banks (Garantibank and Isbank) concentrate on customer and
market segmentation in their location decisions. Garantibank makes location analysis
in the establishment of retail branches and the location criteria are sensitive to
whether the branch network in the area is sufficient. The behavioral studies
determine how the location factors affect the financial decision making process of

customer segment. Banks work harder to identify group of consumers that can
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generate the most fee income, customizing their services tq cater for changes in how
different socio-economic groups consume retail financial services. According to
Garantibank, high street bankiﬂg is important to retail customers and that is why the
bank chooses areas which is suitable for the bank’s image and which has adequate
visibility for retail branches. These suitable locations also represent the market
segmentation and thus, micro markets emerge (Capital, 2000a). Information and
communication technology makes it possible for banks to develop a micro-marketing
strategy that meets the needs of individual customers, instead of traditional mass
marketing. Integrating customer information systems (CIS) with central marketing
units, a virtual personal banking service changes the relationship between bank and
customer (Gandy and Chapman, 1997). Taking advantage of its micro market
analysis, Garantibank has an advantageous position in the determination of a rational
and efficient branch location in Turkish private banking. In this respect, a director in
the Project Management points out, “being close to other bank branches is not an
important location criterion for us because Garantibank creates its own attractive
financial environment”. The location criteria of Isbank depend on the market
segmentation at the urban level. Being aware of its nationwide branch network,
Isbank proceeds a limited branch proliferation policy in the urban areas of developed
regions. While some retail branches take part in the developing industrial and
commercial markets such as Kavaqlk and Altunizade in Istanbul, others locate in the
residential areas.

The urban dominance of the branches of three bank groups (small, medium
and large) is most visible in the three major cities (Istanbul, Ankara and Izmir).
| Small, specialized (Okanbank) and medium-sized commercial banks (Iktisatbank and

Kogbank) established the majority of their branch offices in a number of locations of
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these cities. Iktisatbank and Kogbank cases show that especially medium-sized
commercial banks are engaged in an active branch proliferation in the commercial
and industrial areas where the potential of personal and corporate deposits are at the
highest rate and in the upper status residential areas. According to its branch
segmentation, as wholesale branches of Iktisatbank take part in the industrial areas,
the location of retail branches (full branches and satellite branches) differs in terms
of branch type. The full retail'branches, which are mostly sensitive to high street
banking, are established in the accessible and visible locations of upper status
residential areas. However, the “satellite branches” disperse homogeneously to the
particular locations of the major cities and the majority of them operate in the former
areas of the full retail branches. The dominance of corporate banking branches in
these three cities is observable rather than the retail branches. Despite its traditional
operation field in the corporate banking, Iktisatbank bases its active branch
proliferation strategy on retail banking. The bank targets to establish the majority of
retail branches in Istanbul, which is the mostly preferable area of the Turkish
commercial banking in comparison with Ankara and Izmir. Both small and medium-
sized private banks place Istanbul as an independent locational phenomenon at the
forefront of their short and long run branch network strategies.

In its branch strategy, Kogbank directs attention towards the completion of its
branch network in the three cities. The branch segmentation of Kogbank is important
to signify the urban dominance of the branches: the branches which serve to large,
medium and small scale customers and the branches which serve to medium and
small scale, retail or corporate customers. The whole of corporate banking branches
takes part in th(;, major urban locations and the bank does not succeed a homogeneous

branch proliferation in wholesale banking unlike Iktisatbank. Like Iktisatbank,
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Kogbank plans to establish the majority of new retail branches, which especially
serves to medium and small-scale retail customers, in the three cities. Here, the
importance of Istanbul is also emphasized again in terms of taking advantage of its
good business climate and locational lock-in mechanism. The new branch project of
Kogbank, “mobile branches” also signifies the continuation of urban dominance of
retail and wholesale branches by expanding the operation area of the bank for retail
customers without the establishment of permanent branches. It is likely that the
project brings about a gradual decrease in the number of local branches in the long
period and it can negatively affect the homogeneous distribution of branches in some
developed areas.

The large commercial banks (Isbank, Garantibank and Halkbank) have
different branch banking policies in the three major cities. With its homogeneously
distributed branches nationwide, Isbank concentrates on a branch promotion in these
cities. The bank establishes its branches in the actual development areas of
commerce and industry and the distribution of the branches also corresponds to new
areas of urban development. In other words, Isbank evaluates branch proliferation in
these areas as a parallel process to metropolitan development. On the other hand, its
active branch proliferation policy also includes the secondary cities in the national
urban hierarchy such as Gaziantep, Bursa and Antalya. In conclusion, the particular
locations in the trio of Turkish cities that have a historically important financial
position motivated by path dependency. Apart from this, the new development areas
in the secondary cities such as free-zone in Gaziantep, occupy a dominant position in
the urban location criteria of Igbank.

Being selective in its regional bﬁnch distribution, Garantibank develops a

number of projects involving the determination of “urban micro markets” (Capital,
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2000a) and the reorganization of branches to fortify its position in the major cities.
The micro markets of the trio are important to determine national banking strategies.
In addition, the micro markets strategy serves for the determination of a number of
parameters in the location analysis of Garantibank: urban location of branches,
allocation of different branch types such as retail, open and full retail branches for
urban areas, potential areas of deposits, urban distribution of demanding financial
products and location of customer segments (Capital, 2000a). To test the efficiency
of new branches in the branch reorganization project for urban areas, the three major
cities are important to Garantibank. The concentration of different branches in the
same location characterizes the existing branch network in these cities. In Istanbul,
retail and open branches of Garantibank that are the branches serving retail
customers and offering standard financial products with lower operational costs,
share the near locations. This signifies not only a heterogeneously distribution of
branches in the urban areas but also a fact that branch banking in the major cities is
sensitive to the concentration areas of different customer segments.

Serving a series of public goals in the localities, Halkbank places its
nationwide branch policy at the; forefront of its state banking strategy. Unlike Isbank
and Garantibank, the bank proceeds a static branch policy in the trio. At this point,
Halkbank does not assess the urban branch promotion as an important factor in terms
of the survival of state banking in new banking era. Conversely, an assistant manager
from the Research, Development and Planning Department of Halkbank points out
that new financial technology not only affects the branch organization of Turkish
banking but also the number of branches. According to him, the existing branch
networks of state banking in the major cities are sufficient 'for the future development

of branch banking.
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This chapter concentrated on the interrelationships between space, technology
and policy in the new geograpﬁy of branch banking in Turkey. In that respect, Table
5.2, based on the outcomes of interviews, gives a brief summary of this interplay.
Here, the important outcomes can be deduced from the Turkish case. First the
institutional policies of Turkish banks can be generalized to recent work on money,
space and technology. A convergence of factors involving financial technology,
operational requirements and marketing strategies determines the most efficient
branch banking policy for each bank. Especially, small and medium-sized banks
have a greater organizational flexibility in the implementation of these policies.
However, large banks have an advantageous position in the broader branch banking
strategies like market and branch segmentation at urban and regional levels. These
external and internal factors constitute non-spatial aspects of the emergent
geographies of money and finance. Second, the banks have different locational
criteria in the establishment of their branch networks. In the determination of branch
locations, the historical (business climate and locational lock-in), economic
(commercial and industrial potential) and socio-cultural (bank image) reasons are
regarded as of the utmost importance. While the locational preferences of small and
medium-sized banks are characterized by institutional factors at urban and intra-
urban levels, large banks display the regional patterns of branch reorganization. In
this generalization, what makes the Turkish case unique is the differences between
the geographical patterns of state and of private banking. These distinct geographical
scopes of banking and related activities can be atiributed to the structural
characteristics of the Turkish financial system. With respect to broader branch

rationalizations and mergers both in state and private banking, the economic crisis of
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2001 seems to sharpen these geographical differences and more heterogeneous

geographical distribution of branches is likely to dominate the post-crisis period.

5.5 Spatial Processes and Branch Banking in the Turkish Case

The evolution of branch networks in Turkish banking reveals a diverse set of
accounts of spatial processes of money. Here, two key processes involve
homogenization of financial space and financial concentration. The former indicates
both technological and public concerns of geography of branch banking in Turkey.
The latter signifies that financial concentration appears to be an important process in
the historical geography of branch banking. In the Turkish case, financial
concentration is bundled with two sub-processes which, in fact, happen to be highly
interdependent: financial concentration and financial exclusion. However, in the
following sections, the main émphasis is given to the institutional geography of
money rather than regional-financial development or geography of bank credits and
deposits. In so doing, the study attempts to establish a bridge between regional-

financial development and the location theory.

5.5.1 Homogenization of Financial Space

In this section, homogenization of financial space is discussed both within the
historical and contemporary geography of branch banking in Turkey. Here, different
institutional strategies of state and private banking reinforce twofold definition of
this process: homogenization through national branch banking that aimed at realizing
regional-financial development in retrospect and homogenization due to new
technologically oriented institutional models of private banking. The former can be

evaluated as an uncompleted process in the Turkish case.
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In historical terms, it is formulated in a strikingly different fashion in order to
disclose what the Turkish government pursued, a national branch banking model to
support both industrial-commercial development and regional-financial development
throughout a long period. To homogenize public financial space and to assist local
financial development, Turkish state banks established very extensive brancil
networks along secondary cities, towns, rural areas and lower credit and deposit
regions. Especially, Halkbank presents a good example of this extensive and
homogenous development of the Turkish state branch banking. The geographical
scope of Halkbank historically tended to involve the developing and underdeveloped
regions in terms of industrial, commercial and financial development, leaving aside
the traditional strong regions of branch banking like the Marmara and the important
regional nodes like Istanbul, Izmir and Ankara. Lending agricultural and KOBI
credits extensively in these regions, state banks aimed at assisting regional and local
financial development. Moreover, they attempted to compensate for a lack of private
banking by increasing credit and saving capacity of these redlined districts.
However, in fact, these banks with their extensive operational scopes only functioned
as a representative of the state. Thus, the government’s efforts to homogenize public
financial space in Turkey can be called as an unfinished task and state banking has
not reached its specific goals yet. It is anticipated that, the crisis of 2001 will
contribute adversely not only to local financial development motivated by state
banking but also the geographical scope of state banking. Overall, the geographical
patterns of the Turkish state branch banking appear to reflect an unprofitable
institutional system. However, with respect to service logic, state banks performed

their public roles in the areas excluded from private banking,
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The contemporary geography of branch banking is represented by
homogenization of financial space due to the convergence of new financial
technology and new institutional models. What makes the Turkish branch banking
particularly interesting and somewhat unique from a comparative perspective is that
new branch models like hub and spoke branching are only implemented at intra-
regional and urban levels. There is evidence to suggest that Turkish private banks
mostly launched their branch segmentation projects within a limited geographical
scope. Typical examples of these banks are Digbank and Iktisatbank that target to
locate their spoke branches in Istanbul, Ankara and Izmir. However, Garantibank
case shows that large private banks plan to extend their segmentation projects along
secondary regions and cities in the long run.

Far from having a comprehensive technological institutional strategy that is
based on non-branch delivery channels, the banks mainly adapt new financial
technology to their existing branch networks (Capital, 2000b). The open branches of
Garantibank and the satellite branches of Iktisatbank are an obvious téstimony to this
convergence. These branch models also signify that private banks contribute partially
to the homogenization of the institutional geography of money. This is mostly visible
at intra-urban level and the banks attempt to extend their urban scopes by locating
their small and technologically structured retail branches in the peripheral areas far
from high street locations. For example, the distribution of open branches of
Garantibank primarily coincide with the bank’s geographical scope within the
metropolitan areas of Istanbul and Ankara and these branches tend to locate in the
secondary streets and in the outer city areas. This is similat to the early development
of ATMs in Turkey. However, with the nationwide role of ATMs in th;e

homogenization of banking activities, these new branches have a limited
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geographical scope and in most the cases, they do not include redlined districts of
branch banking in three cities.

In conclusion, Turkish private banking has a limited role in the
homogenization of financial space in comparison with the continuous development
of retail banking through non-branch delivery channels in the UK and the US.
Despite the early signals of the development of alternative delivery channels in the
major Turkish banks like Garantibank and Isbank, the homogenization is still
dependent on the convergence of branch segmentation and brick and mortar banking
in the Turkish case. In addition, the spatial effects of this convergence are only
visible in an intra—urban level. Secondary cities, other regional nodes and the areas of
financial exclusion in the underdeveloped regions appear to be bounded on their
local institutional geographies that is a part of heterogeneous geography of branch
banking in Turkey. As seen in the previous sections, the evolution of branch
networks constitutes a partial confirmation of this heterogeneous institutional
geography by geographical-financial variables. This tends to support the assertion
that the geographical scope of Turkish private banking is path dependent and new
financial technology only contﬁbutes to a partial homogenization of financial space

by increasing the operational area of branch banking at urban level.

5.5.2 Financial Concentration

The previous sections discussed that institutional, technological and spatial
developments have come together to stimulate regional and urban concentration of
branches. This phenomenon has been given the name financial concentration in
institutional terms. In the Turkish case, financial concentration process at regional
and intra-regional levels constitutes one further motivation for the emergence of

areas of financial exclusion at urban level. In the analysis of these two interrelated
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processes, bank type, bank size, ownership structure and geographical-financial
variables® are primarily imporfant.

In Turkey, private branch banking tends to concentrate in the specific regions
and cities, which coincide with the higher credit and deposit regions. This can be
identified as a partial confirmation of path dependent nature of private banking.
Here, medium and large sized private banks contribute to financial concentration in
various ways. Here, an analysis of the historical geography of branch banking reveals
diverse set of accounts of the regional and urban composition of branches.

The Digbank case shows that medium-sized private banks display the
geographic patterns of a regionally and urban selective branch strategy. At regional
lIevel, While the Marmara regton is labeled as a traditionally strong region of branch
banking, Istanbul, Ankara and Izmir constitute major regional nodes. At intra-
regional level, its branch network seems to be consistent with the geographical
distribution of bank credits and deposits. However, an intra-regional heterogeneous
distribution by geographical-financial variables confirms that there are also redlined
districts of branch banking in the financially developed regions of Turkey. What
seems interesting is that such a geographically divided and heterogeneous structure is
also observed at intra-urban level. Here, the European side of Istanbul maintains its
important position in the urban composition of branches against the Anatolian
region.

However, Garantibank and Igbank cases confirm that large private banks have
some degree homogenous branch development and this nationwide branch
development also reflects the existence of a hierarchical structure in terms of the
geography of branch banking. This hierarchical structure is most evident with respeét

to regional and urban composition of branches. At regional level, the Marmara
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region constitutes the most impo@t area of branch banking while the secondary
regions are represented by the Aegean and the Central Anatolian regions. Especially,
in the Garantibank case, the remainder of Turkey is identified as the areas of
financial exclusion at regional level. By geographical-financial variables, the urban
concentration of Garantibank branches is most visible in the eastern regions of
Turkey. However, the brancheg of Isbank features more homogenous distribution in
these regions and the Black Sea region is also labeled as a secondary region of
branch development. In comparison with other private banks, provincial population
is labeled as a crucial spatial variable in the gepgraphical preferences of Igbank. At
urban level, both banks display the spatial patterns of urban concentration. The urban
concentration of branches is primarily visible in Istanbul, Ankara and izmir and these
cities are termed as a trio of branch banking in Turkey by population, bank credit and
deposit concentration. The importance of secondary cities and other regional nodes
differs in the banks. At this point, Bursa, Adana and Antalya have an limited weight
in the overall branch development while some cities of the Aegean and the Black Sea
region represent the important regional nodes in terms of private branch banking in
Turkey. This is most forcefully illustrated by the development of Igbank branch
network in these regions. For. Igbank, the Aegean and the Black Sea regions
constitute the important secondary regions and some regional nodes of these regions '
reflect the geographical scope of the bank originated from the branch development in
the national banking era. Despite the existence of some degree homogenous branch
distribution by financial variables, the evolution of branch networks in Turkish
private banking confirms that the geographical scope of private banking is path
dependent. This results in the emergence of areas excluded from private branch

banking and these areas mostly appear to be dependent on the limited operation field
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and banking activities of state banking. A geographicai analysis of private banking
indicates that the financial exclusion in Turkey is originated from the intra-regional
characteristics of branching instead of rational branch policies by geographical-
financial variables.

In that respect, the Turkish case signifies the existence of financial
concentration process that is subject to private banking. However, this process can
not be evaluated as a typical form of financial distanciation that is mostly evident in
the UK case. Isbank case emphasizes that some regions and cities ought to be defined
as the areas of partial exclusion in which retail branches are mostly located in the
secondary cities instead of rural areas. The urban orientated branch reorganization
and branch rationalization policies jointly add to financial concentration motivated
by private banking. The development of non-branch delivery channels does not mean
the disappearance of financial concentration at regional level because the bank
clients in most of the underdeveloped regions and rural areas are still dependent on
brick and mortar banking. In the Turkish case, that is the reason why the distributive
effects of new financial technology are expected to be felt in the long-run and mainly
at intra-regional level. New branch segmentation projects of the banks also seem to
reinforce urban concentration of branches. Moreover, the crisis of 2001 adds further
dimensions to this type of financial concentration process and huge branch
rationalizations appear to exacerbate financial exclusion due to the institutional
developments of Turkish privaté banking.

One further area of concern is the issue of financial exclusion at urban level.
In comparison with the “ no-go zones “ of Los Angeles (Corbridge and Thrift, 1994),
the areas of financial exclusion in Istanbul, Ankara and izmir are mostly limited with

the outer city locations involving peripheral areas at urban fringe, areas far from high
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street locations and suburbs subject to informal housing. Here, a detailed analysis of
these areas is not made in spatial terms because of the limitations of study. However,
the financial districts of Istanbul (Anatolia) present a good example of financial
exclusion. Considering the dominance of these cities in the banks’ branch network,
complete “no-go zones” are not visible in the Turkish case. Moreover, new small
retail branches of the private banks like satellite, spoke or open branches tend to
locate in the secondary street and to concentrate in remote areas at metropolitan
level. Notwithstanding, some degree financial exclusion still occur in the inner city
arecas with reference to market differentiation in retail banking. To extend its
geographical scope in these inner city areas, Garantibank launched its branch and
market segmentation project, that is a part of the Nokta Project in fact. The early
outcomes of this project signal that new small branches called as “open branches”
make it possible for unfamiliar customers in these areas to utilize basic banking
activities by offering standard and unsophisticated financial products. Locating
heterogeneously their branches in the areas far from a spatial clustering of banks,
state banks also contribute to ;chis form of financial exclusion. The distribution of
Halkbank branches in Ankara exemplifies this distinct landscape of state branches in
the major cities. Contrarily, the private banks tend to cluster in specific high street
locations that display the patterns of a financial community formation. This
clustering is most evident in wholesale banking rather than retail banking.

Overall, a different form of financial concentration is motivated by private
branch banking in Turkey. In addition to path dependent nature of the bank’
geographical scope, new insﬁtutional and technological developments also ada
further dimensions to this type of concentration process. Despite the traditionally

extensive scope of state branch banking, some regions and cities in the higher
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population and deposit groups 'continuously suffer from financial exclusion. This is
because state banks mainly attempt to perform primary goals of the government
associated with agricultural and commercial development issues instead of offering
sophisticated financial products and services. In addition, overall branch policy of
state banking is characterized by public service logic consistent with provincial
population. In the light of this, this type of financial exclusion is mainly based on a
lack of private branch banking that shows a strong adaptation of financial technology
for its institutional structure in the Turkish case. As seen in the European case, the
development of private branch banking can be evaluated as a prerequisite condition
to the competitive financial environment and to financial community formation. This
also constitutes the further motivation for regional and local financial development.
However, the existence of a private bank branch in one place does not bring financial
inclusion by bank credits. A number of reasons might be offered to justify this claim
in Turkey: the existence of interregional financial flows, the exclusionary effects of
“regional credit rationing” (Dow and Rodriguez-Fuentes, 1997) and the horizontal
credit linkages between the banks like the “back to back credits” (Interview with
- Ilhan Tekeli, 2002). Despite the. importance of these non-spatial factors in the
emergence of the exclusionary effects of branching, this study mainly concentrates
on a regional and provincial analysis by using total national financial variables. Here,
the geographical characteristics of branch networks, regional segmentation of credit
markets and deposits, bank size, bank type and operational scope are identified as the

main determinants of financial exclusion in Turkey.
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CHAPTER 6

CONCLUSION AND FUTURE REMARKS

Much of the contemporary literature on the new institutional geography of
money is far from having a comprehensive synthesis encompassing regional-
financial development and the location theory (See Table 6.1 for a comparative
theoretical perspective). This is because the geography of money as a new discipline
mainly grounded on the case studies of the UK and the US that have homogenous
financial geographies. These studies take two issues independently further by
examining regulatory framework and global-local processes of money: an
institutional and monetary analysis on regional finance and a spatial and socio-
cultural analysis of the world’s leading financial centers. However, a spatial analysis
of money and finance at some geographical levels is under-theorized with little
attention paid socio-economic, institutional and technological factors in the emergent
geographies of financial institutions and urban geographies of money and finance.
The Turkish case addresses this hole in the literature by attempting a new theoretical
foundation: a historical- institutional approach on the new geography of money. To
understand this approach in a detailed way, prime importance is attached to the
outcomes of the case.

It seems that the institutional geography of money in Turkey was shaped by

spatial processes of money specific to Turkish banking. Central to this argument is

that both the historical and contemporary geography of branch banking in Turkey
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was characterized by specific forms of financial concentration and financial
exclusion. Nonetheless, it would be misleading to emphasize only economic and
institutional factors in the emergence of these processes. The spatial processes in
the contemporary geography.of money are also tied in with close relationships
between, institutional, economic and technological developments. There is
considerable accuracy to this depiction in Turkish branch banking across the full
range of geographical scales (national, regional, intra-regional and urban). In the
same vein, the outcomes of the study are generalized in the new geography of
branch banking in Turkey. Building on work on this geographical analysis of
branch banking, the conclusions are highlighted to geographical-financial variables,
ownership structure, bank type, bank size and historical scope. The evolution of
branch networks has had important repercussions on how the institutional
geography of money in Turkey has constituted in historical terms. The outcomes of
interviews on the basis of eight Turkish banks are important to comprehend new
technological and institutional developments in the contemporary geography of
branch banking and to discuss the anticipated developments in the regional and
urban composition of branches in the post-crisis era. Within this framework, the
consequences of the study can be given as follows:

1. The geographical scope of the Turkish branch banking is path-dependent.
Path dependency theory concentrates on the historical and spatial factors in the
territorial embeddedness of financial institutions. However, an important question
remains unanswered in the theory: How do the internal institutional and regulatory
factors contribute to locational lock-in? Drawing attention to the different spatial
patterns of state and private baﬁking, the Turkish case makes an original contribution

to the theory: the geographical preferences of branch banking were strongly
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influenced by internal institutional strategies in historical terms. Here, the historically
advantageous or disadvantageous areas have been determined by different
geographical patterns of banking according to ownership, bank size and operation
area.

1.a Private banks had regional and urban selective branch policies and their
branch networks displayed both the patterns of a geographically heterogeneous
distribution by population and a homogenous distribution by bank credits and
deposits. At intra-regional level, the banks tended to locate their branches in the
major cities, regional nodes and other important secondary cities. However, state
banking demonstrated a branch distribution that was not correlated with financial
variables at regional and intra-regional levels. Considering the very dynamic
processes of branch proliferation and rationalization in state banking, state branch
banking was characterized by an intra-urban change of branch plots. Here, small
towns, rural areas and the areas in the redlined districts of private branch banking
were mainly subject to these dynamic branch developments.

1.b Large banks pursued a nationwide branch proliferation policy in
comparison with medium and small-sized banks. While large banks directed their
attention both to primary and secondary regions of branch banking, other banks had a
limited geographical scope in tile higher population, credit and deposit regions. The
relative homogenous branch development of large banks by provincial population
was also observable at intra-regional level and regional nodes and other secondary
cities appear to be the further areas of branch promotion.

1.c The traditionally extensive geographical scope of retail banking was
mostly visible in the Turkish case. At national and regional levels, retail branches

dominated the branch networks. Until the 1980s, nationwide branch developments
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both in private and. state banking were enabled by retail orientated branch
proliferation policies.

1.d Experiencing all important stages of Turkish banking, many state banks
have operated in their historicaﬁy determined geographical scopes throughout a long
period. Their regional and urban branch compositions stayed constant and the banks
appeared to be dependent on their local branch networks at national and intra-
regional levels. However, starting in the 1980s, private branch banking has
undergone important spatial developments at intra-regional level and a regional and
urban concentration of branches has been attributed to technological and institutional
developments in this period.

2. The evolution of branch networks in the Republican era (national banking
and period after 1980) evidenced the existence of a different form of financial
concentration. This process primarily occurred at regional and intra-regional levels
and some regions and regional nodes in the higher population and lower credit areas
continuously suffered from a lack of private banking activities. Taking account of the
role of unit banking in the regional and local financial development, private branch
banking mainly orientated towards the potential development areas of commercial
and industrial development in the Turkish case. An intra-regional analysis of
financial concentration makes an important contribution to the contemporary
literature on space, technology and money. Evidence from the US and Europe
primarily highlights a broader concentration process, which occurred at national and
regional levels. In Europe, the downsizing and rationalization of local branch offices
and the establishment of regional banking centers exemplifies this type of

concentration process.
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2.a The geographical preferences of Turkish private banking constituted one
further motivation for financial concentration. At regional level, private bank
branches were concentrated in a few developed regions although some major banks
had nationwide branch networks. These geographical and institutional developments
have come together to stimulate financial concentration at regional level. At intra-
regional level, concentration was further motivated by branch developments in the
major regional nodes. Considering their rational geographical preferences of private
branch banks by financial variables, this type of financial concentration can be
evaluated as an expected development. However, the idea of this study is not to
suggest that financial concentration is completely related to these geographical
preferences, but rather to state that this process can also be attributed to the
geographical expression of non-financial variables like optimum service areas of
branch banks by population, settlement type and intra-regional composition of
settlements. Regardless of the relative contribution of private banking to
concentration process, state banking attempted to homogenize public financial and
regulatory spaces in the Turkish case. The homogenization of financial space is also
termed to signify the state’s role in the national economic development in Turkey as
well as more technologically definition of this process in the recent studies in the
triangle between, geography, money and technology. This constituted an original
contribution of the study to the contemporary literature on the geography of money.
The attempts to spread financial development over the country failed due to the
traditional geographical scope that coincided with the scope of state’s public
services, institutional system and unprofitable business of Turkish state banking.

However, state branch banking was successful in the nationwide extension of public
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financial space in some routine banking services and performed its public role some
degree in local financial development.

2.b Bank size is also regarded as of the utmost importance in the
comprehension of geographical roots of financial concentration. With their
historically limited geographical scopes, small and medium-sized banks played a key
role in this process at intra-regional and urban levels. Large private banks showed
some degree of regional dispersal of branches and financial concentration was most
evident with respect to branch concentration in the three major cities (Istanbul,
Ankara and Izmir). However, important family banks appeared to be dependent on
their strong regions in terms of both profitable banking and specific operation fields
in the other sectors.

2.c In the Turkish case, wholesale banking demonstrated greater spatial
concentration rather than retail banking at intra-regional and urban levels. Since the
1980s, an early form of branch segmentation in Turkish private banking was
characterized by the geographical patterns of unit ng. Here, wholesale banks
and the corporate only branches of major commercial banks differ according to their
location patterns at regional and urban levels. While wholesale banks tend to locate
in specific urban spots, corporate branches are concentrated in the major cities at
regional levels. In that respect, it is apparent that the former is represented by the
spatial patterns of unit banking while the latter primarily corresponds to regional
banking,.

2.d In historical terms, private banks pursued their regionally and urban
selective branch policies. Swﬁmg in the 1980s throughout the 1990s, Turkish
banking entered a new phase of financial concentration that was motivated by private

branch banking. The divergent institutional geography of branch banking became
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clear in this period. The private banks reverted to a policy of branch promotion at
urban level and branch rationalization at regional level. This tends to support the
prognosis that the continuous concentration of branches in favor of major cities is
likely to bring about redlined districts or no-go zones of branch banking at intra-
regional level as well as urban level in the Turkish case.

3. Financial concentration contributed to financial exclusion by some
geographical variables at regional and intra-regional levels. In the study, an analysis
of financial exclusion mainly depended on the spatial expression of financial
variables. Naturally, the existence of bank branches in one place does not bring
financial inclusion in any case. In the Turkish case, financial exclusion can also be
explained by the non-spatial factors: the interregional financial flows, credit rationing
(Dow and Rodriquez-Fuentes, 1997) and the horizontal credit linkages between the
banks (Interview with ilhan Tekeli, 2002). However, the limitations of this study
made it harder for this process to deepen such an institutional analysis. In theoretical
terms, recent studies ignored a historical and institutional basis in the emergence of
areas of financial exclusion or inclusion and these mainly dealt with an intra-urban
analysis of financial exclusion (Corbridge and Thrift, 1994). However, this thesis
confirmed that the historical' (traditional geographical scope) and institutional
(spatially selective branch proliferation policy) factors resulted in the emergence of
areas of financial exclusion at regional and intra-regional levels. Counter to evidence
from US, the Turkish case signified that the areas of financial exclusion were not
observable at urban level. Despite the spatial clustering of banks at metropolitan
level, especially the three major cities (Istanbul, Ankara and Izmir) did not have
complete the redlined districts of branch banking. Instead of these areas, some inner

city areas like the Anatolian side of Istanbul were characterized by a partial financial
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concentration in comparison with favorable areas. However, an intra-urban analysis
of financial exclusion constituted the main limitation of the study.

3.a A regional and intl'a;regional financial exclusion was primarily motivated
by the geographical preferences of private branch banking. In most cases, sub-
regions that comprise unfavorable areas of private branch banking represented the
areas of financial exclusion at regional level. These “redlined districts” did not only
take part in the traditionally weak regions of branch banking (the Black Sea, the
Southeastern, the Northeastern and the Middle Eastern Anatolian regions) but also in
the secondary regions (the Aegean, the Middle Northern and the Middle Southern
Anatolian regions). An analysis of regional and urban composition of branches in the
last decade reinforced this assertion at regional level. Especially, the branch
developments in the secondarx regional nodes of the higher population, credit and
deposit areas can be identified as a partial confirmation of an intra-regional financial
exclusion. What seemed surprising was that an under-representation of state bank
branches in the major cities added to financial exclusion at intra-urban level. In most
cases, state branch banking displayed a heterogeneous distribution in these areas
apart from demonstrating the spatial pattern of spatial clustering and high street
banking. Counter to very dynamic processes of branch rationalization and
proliferation in the private branch banking, state branches also featured a limited
intra-urban change in the branch plots by being located in their historically financial
environments.

3.b The branch banking strategies of large banks occupied a key position in
the emergence of financial exclusion areas at regional level. Although some major
private banks extended their branch networks along secondary and tertiary cities, the

majority of them seemed to be dependent on their strong regions by financial
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variables originated from both traditional geographical scopes and their specific
banking activities. Medium and small-sized banks had also a spatially selective
branch strategy at urban level. Most of the small banks tended to operate in the areas
that coincided with their institutional and geographical roots in addition to the
convenient regions of private branch banking in Turkey. This confirmed that the
geographical scope of medium and small-sized banks are more territorially
embedded rather than large banks in the Turkish case.

3.c The urban patterns of financial exclusion also differ according to bank
type. While retail banking tends to concentrate both in the high street locations and
secondary areas in the urban districts, wholesale banking revealed the spatial patterns
of financial community formation. Despite the existence of some degree spatial
clustering, private retail branches were located homogeneously both in the traditional
and emergent areas of commercial and industrial development. This was most
evident in the sub-centers of the three major cities. Notwithstanding, corporate
banking mainly corresponded to the patterns of unit banking and corporate branches
spatially clustered in the upper status prestigious areas of major cities. These
financial areas were also labeled as the areas of a familiar financial environment in
the Turkish case. Especially, there is considerable accuracy to this depiction for
corporate o.nly banks. The corporate only branches of major banks were located in
the same convenient areas of wholesale banking in the regional nodes as well as
Istanbul, Ankara and Izmir. In so doing, these branches mostly demonstrated
geographical patterns of regional banking,.

4. Recent institutional and technological developments add to financial
concentration and financial exclusion at both intra-regional and urban levels. While

branch rationalizations at regional level mainly occur in Turkish private banking,
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some technologically oriented branch models like hub and spoke model lead to
branch concentration in the major cities. As a new theoretical attempt, this study
establishes a bridge between new institutional and technological developments and
socio-economic and spatial processes of money. There is little integration of the
spatial aspects of market segmentation in banking by economists and by geographers
in the literature.

4.a New branch segmentation and market differentiation projects of major
private banks are initially launched in a limited geographical scope. Especially, the
three major cities and some important regional nodes are subject to these projects.
The spatial effects of these developments are twofold. On the one hand, new small
retail branches (satellite, open or spoke branches) serve different customer segments
in the financial market areas of metropolitan cities and this brings further urban
concentration of branches. Thus, a different form of financial concentration is
motivated by new institutional models at intra-urban level. On the other hand, these
new branches also function as spokes in the areas of financial exclusion by being
located in some outer city areas and along the secondary streets. This double play
emphasizes that an early implementation of hub and spoke model in Turkish banking
generates different spatial effects at urban level in comparison with regional
application of this model in the other countries. The weakness of many state banks in
the adaptation of financial technology to their institutional systems make it harder for
Turkish state banking to discuss the clear spatial outcomes within a institutional
framework of money. Howéver, it is likely that branch rationalization and
consolidations due to the crisis will radically affect the spatial composition of state
branch banking at both urban and regional level. It is early to discuss the spatial

outcomes of these institutional developments in Turkish state banking.
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4.b Turkish small and medium-sized banks display strong adaptation of
financial technology and new institutional models to their branch networks. In the
same vein, it is apparent that regionally and urban selective nature of new branch
models is most evident with respect to the projects of these banks. Most of them
launch their branch redesign projects in Istanbul, Ankara and Izmir and the
developments in the favorable areas of private branch banking in Turkey appear to be
dominated by traditional retail branches. However, large banks target to extend their
redesign projects to secondary cities and regional nodes in the short-run and to the
remainder of Turkey in the long-run. That is why the complete replacementv of
traditionally full retail branches for new spoke branches is anticipated in the
following period. Moreover, this possible institutional development will affect the
institutional geography of banking and finance at urban level and new urban
geography of money in Turkey is characterized by small financial districts in
addition to the concentration areas of branch banking.

5. The economic crisis of 2001 had serious consequences for the geography
of banking in Turkey. New institutional developments like branch rationalizations,
consolidations and ownershi;; changes add further dimensions to the spatial
processes of money. The institutional effects of the crisis are felt both in state and
private branch banking, but spatial effects are initially expected in the regional and
urban composition of state branch banking. It is likely that huge branch
rationalization will change the nature of state banking in not only economical terms
but also in spatial terms. An anticipated development is that rationalization and
consolidation may bring about further change in the regionally homogenous
distribution of state branches by provincial population and may lead to an urbah

concentration of branches in the short-run. Considering the poor adaptation of state
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banking to new technological and institutional developments in comparison with
private banking, a typical form' of financial concentration seems to be motivated by
new geographical preferences of state branch banking in the long-run. Private banks
respond to the crisis in various ways. Most of them take advantage of both their
financial technology strategies related to new delivery mechanism and their branch
redesign projects that were launched in the pre-crisis period. Nevertheless, there is no
signals of an nationwide implementation of new branch models in the short-run and
this confirms that technological and institutional developments constitute the further
motivation for financial concentration also in the crisis period.

In conclusion, both the evolution of branch networks and recent technological
and institutional developments signify the existence of spatial processes of money
specific to the Turkish case. While the historical geography of branch banking was
shaped by economical and political developments at each stage of Turkish banking,
recent technological developments also contributed to the constitution of distinct
geographies of banking. A different form of financial concentration and exclusion in
the triangle of technology, space and money constitutes an obvious testimony to the
territorial embeddedness of branch banking in the Turkish case. In other words, the
study concluded that path-dependent nature of branch banking is not only observable
in historical terms, but also new technological and institutional developments in the
late 1990s contributed to this phenomenon.

In theoretical terms, the study made the point that a historical-institutional
approach is important to analyze the spatial processes of money in the countries
where the dynamic regulatory, technological and financial developments occur (see
Table 6.1). To comprehend the distinct geographies of money and finance in these

countries, a redefinition of spatial processes are needed. The Turkish case added
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further dimensions to these processes. First, these processes ought to be analyzed in a
broader historical context. The twofold definition of homogenization of financial
space to involve the historical developments of regulatory and public financial space
can be evaluated as an outcome of this historical analysis in the case. Second, spatial
processes of money can be examined in the full range of geographical scales. A
regional and intra-regional analysis of financial concentration and exclusion in
Turkish branch banking seems to be the confirmation of the necessity of a broader
spatial work in this field.

There are some limitations of the study. These involve a lack of intra-urban
and intra-regional analysis of financial exclusion and a detailed locational analysis of
retail and wholesale banking at intra-urban level. Most of these limitations originated
from a lack of common classification among Turkish banks according to
geographical scope and operation field. However, these constitute the further
motivation for the following studies in the triangle between, space, money and

technology.
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ENDNOTES

! Saunders emphasizes the necessity of branch proliferation for the changing financial needs of
community in an era of rapid urbanization in the following way: “As the country grows both in
population and economically, its financial institutions must also grow if they are to keep pace. Not
only are larger, stronger banks needed, but also additional banking offices are necessary to serve the
mushrooming communities” (1969: 2-3).

2 Building on their works on the historical geography of money, both Lee (1999) and Leyshon and
Thrift (1997) direct attention to the role of last three monetary forms (money of accounts, state credit
money and virtual money) in the construction of economic geographies.

3 Six chief forms of banking activities can be distinguished in the financial markets: international and
multinational banking, financial conglomerates, non-bank financial services, wholesale and retail
banking, off-balance sheet banking and securitization and universal banking (Heffernan, 1996).

4 Mishkin suggests that “another way this process of asset transformation is described is to say that
bank borrows short and lends long because it makes long-term loans and funds them by issuing short-
dated deposits” (1997:232).

5 The Coase theory that is founded principally on the work of R. H. Coase (1937), “the nature of the
firm” poses the question of why firms exist. The answer is that firms exist when they are more
efficient than markets. (Freeman, 1999).

8 A critical analysis of the main tenets of the New Monetary Economics (NME) is carried out from the
viewpoint of received monetary theory. It is shown that the essential properties of a monetary
economy are independent of the tangible character of the means of payment and, in particular, that
these properties establish a relationship between the medium of exchange and the unit of account.

7 The basic function of virtual money is best summed up by the following description provided by
Gandy and Chapman: “ ...electronic purse, (wallet), carries out a number of different functions and
tackles the payment process from a different direction. Payments are made from the card, which holds
a record of the amount of money stored on it. In effect the card is itself the money. This is the reverse
of traditional debit or credit card which gives access to an account rather than having a record of value
recorded on it” (1997: 140).

¥ Whimster and Budd draw attention to the increasing operations of banks in new integrated financial
markets in particular to the invasion of the domestic by the offshore: “In 1985 over four hundred
foreign banks were operating in London and these, especially the large American and Japanese banks,
were showing the range of activities encompassed in a multifunctional financial house. It was the
integration of these functions, enabled by technology, that made globalisation a qualitative advance
over being international” (1992: 10-11).

? Building on their work on the analysis of the new geography of money, Leyshon and Thrift (1997)
emphasize the constitutive role of space in the development of money.

12 As Leyshon puts it, “these economic worlds may be seen to exist at a series of conceptual levels,

ranging from purely theoretical worlds, to territorial worlds to the economic worlds of individual
firms and enterprises” (1995: 534).
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11" A broad perspective on the spatial analysis of financial systems and institutions reveals two main
research fields: spatial development of banking (Budd, 1999; Calem and Nakamura, 1998; Chiappori,
Perez-Castrillo and Verdier, 1995; Dow, 1999; Hudson, 1999; Lee, 1999; Leyshon, 1995; Leyshon
and Thrift, 1997; Martin 1999a and Pratt, 1998) and financial systems and monetary aspects of
regional development (Chick and Dow, 1988; Dow, 1992; Dow, 1994; Dow and Rodriguez-Fuentes,
1997; Loucks, 1994 and Mackay and Molyneux, 1996).

12 Martin identifies these as “interlocking locational structures from the local, regional, national and
international to the global...” (1997: 7).

3 Dow exemplifies both the development of financial centers and the evolution of the national
finaricial system as independent processes: “In the case of the UK, for example, the London financial
center has long held political power such that policies have been adopted to enhance the city’s
international earning power at the expense of domestic industry” (1999: 43).

1 See Dow (1999), Leyshon and Thrift (1997), Martin (1999a) and Pratt (1998).

15 By the early 1980s, American money center and superregional banks had more than 800 branches
overseas- up from 100 in the 1950- and they derived from 30 to 60 percent of their profits from
international operations. At the same time, an increasing amount of deposit taking and lending
occurred offshore, in the Euromarkets (Kapstein, 1996).

16 Frei, Harker and Hunter (1998) draw attention to the advantages of PC banking technology for
banks, in particular to the evolution of home banking. They distinguished four major approaches to
home banking in the historical record: proprietary bank dial-up services, off-the-shelf home finance
software, online services-based and world wide web-based.

17 These are the companies providing secure transaction processing across the Internet.

'® Gandy and Chapman define micro marketing as “developing tools which enable central marketing
units to target the individual customer for specific services” (1997: 10).

' Gandy and Chapman (1997) sort different ways in the bank-customer relationship as follows:
traditional branch, automated teller machine, multimedia information kiosk, telephone banking-call
centers, telephone-banking-voice recognition facilities, direct-sales force, home electronic banking,
via the internet, private modem to modem links, interactive television and smart phones. '

2 Gandy and Chapman (1997) label this new approach as a consolidated view on bank-customer
relationship and they put five main reasons why the banks need such a consolidated view: production
(to settle the changes to accounts), supporting customer service (to overcome the breakdown of the
bank-client relationship), cross selling (to look for customer profiles), risk management (to
consolidate rapidly general trend information) and performance measurement (to assess profitability
by different financial information groups).

! Gandy and Chapman (1997) take the issue of the impacts of new delivery mechanism both on the
internal (banking services) and the external (branch network) structures of banks further by examining
how different delivery channels offer advantages or disadvantages. Here, they draw a distinction
between single branded and separately branded delivery channels in terms of the technological
redevelopment of banks’ organization.

2 ATMs are provided for transactions, for cash withdrawal, deposit, transfer between accounts and
bill payments. Cross sale is undertaken by experts centered in the banks’ telephone/virtual banking
call center and appear in the branch on a video conferencing system (Gandy and Chapman, 1997).

% Much- of the contemporary literature on the territorial embeddedness of financial activities
examined specific themes: interlocking locational structures of financial system (Lee and Marvede,
1993; Martin, 1999a and Porteus, 1999), particular behavioral and institutional framework in banking
development (Dow, 1999 and Green and Kwong, 1995), non-economic factors in the creation of
different economic worlds (Jacobs, 1994; Leyshon, 1995 and Thrift, 1994, 1996), financial centers
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and regional-financial development (Chick and Dow, 1988 and Mackay and Molyneux, 1996) and
spatial effects of deregulation on financial centers (Budd, 1999 and Hudson, 1999).

* While a technology based approach on the geography of money over the last decade has tended to
stress homogenization of financial space or financial deterritorialization, a somewhat different
viewpoint from this has emphasized the role of financial concentration in the regional-financial
development.

% In that respect, Dow suggests that “there is a degree of inertia in the location of financial centers as
those locations coincide with old wealth which originally inspired confidence in the banking system
and which accordingly was able to generate further wealth and inspire more confidence, and so on in a

cumulative, path-dependent process™ (1999: 41).

%6 Economic Geography Glossary is available at the web site of Professor Giinter Krumme in the
Department of Geography at University of Washington, http://faculty.washington.edw/Krumme/gloss/.

%" This book is available at the web site of Regional Research Institute of West Virginia University
(http:/fwww.rri.wvu/WebBook/Bergman-Feser/contents.htm).

8 Harvey (1999) defines uneven geographical development in the following way: “Vast concentration
of productive power here contrast with relatively empty regions there. Tight concentrations of activity
in one place contrast with sprawling far-flung development in another. All of this adds up what we
call the uneven geographical development of capitalism” (1999: 373).

% Nation states can be evaluated as “social barriers” against financial capital. Harvey points out that
“,.the breakdown of Fordist-Keynesianism evidently meant a shift towards the empowerment of
financial capital vis-g-vis the nation state (1989: 165). New institutional and economic developments
in an era of post hegemony also motivated this process.

30 Within an institutional framework, Pratt (1998) also takes the issue of the spatial pattern of credit
creation further by examining spatial evolution of British branch banking.

3! Counter to the argument of homogenization of financial space (Jordan and Katz, 1999; Kobrin,
1997; Lutz, 1994 and Sinden, 1996) or financial deterritorialization, local financial institutions
undergo uninterrupted decline in their efficiencies due to a financial concentration process (Dow,
1999; Fuller, 1998; Leyshon and Thrift, 1997; Loucks, 1994; Mackay and Molyneux, 1996; Martin,
1999 and Pratt, 1998).

32 As national monetary control over exchange, interest and inflation rates was reduced by the global
markets of hypermobile capital, the same regulations appeared as the major force driving the
competitiveness. State, regulation and control over capital flows remains essential for commodity
production. The contemporary literature on the financial globalization takes this issue as a dilemma
arid introduces a useful concept: post-Keynesianism. At this point, Warf, (1999) puts it, “The
emergence of hypermobile capital poses serious questions for the traditional (i.e. Keynesian) functions
of the nation-state... Unlike much received opinion, post-Keynesianism presupposes not the
disappearance of the nation-state, but its re-articulation together with a redefinition of its functions.
Indeed, rather than a simplistic contradiction that views global capital in opposition to the nation-state,
the emergence of a global, post-Fordist economic system and a system of post-Keynesian states
should be seen as mutually presupposing” (1999: 239).

3 Post-Keynesians join a growing literature in regional-financial development and spatial evolution of
financial systems. See Chick and Dow (1988) and Dow (1994) for monetary aspects of regional
development, Dow (1992) and Dow and Rodriguez-Fuentes (1997) for regional finance and Dow
(1999) for spatial evolution of banking.

3 Similar to “an uneven pattern of distribution of the location of urban services including human

services such as health services and educational facilities”, the distribution of financial services is also
subject to socio-economic disadvantage in urban space (Golledge and Stimson, 1997).
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35 See Kasper and Streit (1998) for a comparison between organizations and institutions and Del
Casino, Grimes, Hanna and Jones (2000), Manion and Flowerdew (1982) and Philo and Parr (2000)
for the geographical study of institutions and organizations.

3 See Martin (1999a) for the importance of institutional geography of the financial system in financial
concentration process with reference to local and regional banking. See also Sinden (1996) for a
recent analysis of geographical restructuring in regional banking,

37 Martin (1999a) also draws attention to the aspects of geographical circuitry of the financial system,
in particular to regulatory spaces, public financial space of the state and interlocking locational
structures in a historical manner.

* Through the contributions of Amin and Thrift (1997), Dow (1999), Martin (1989, 1999a), Pollard
(1999) and Pratt (1998) institutional geography of money became the major context for geographical
analysis of money. Here a number of themes involve the role of different banking systems (regional
and national) in the constitution of geography of financial systems, different banking systems and
spatial pattern of credit creation, institutional effects of globalization on nation-state and
organizational change and geography of banking.

% Apart from technological concerns of this process, an attempt is made to conceptualize the spatial
outcomes of branch banking systems in nation-states. With reference to the different institutional
geographies of nation-state banking, a redefinition of spatial processes of money can also be made in
historical terms.

0 See Budd (1999), Kobrin (1997), Leyshon, (1995), Leyshon and Thrift (1997) and Martin (1999a).

“! However, Harvey points out that the homogenization of space brought further need for the
reformulation of relationships between space and “power embedded in place”: “The homogenization
of space poses serious difficulties for the conception of place. If the latter is the site of Being (as many
theorists were later to suppose), then Becoming entails a spatial politics that renders place subservient
to transformations of space... The reorganization of space to democratic ends challenged dynastic
power embedded in place” (1989: 257).

“2 A similar prognosis is made by O’Connell in the following way: “... new electronic communities
will not be based on geography, but on need and interest “ (1999:16).

# See Lee (1999) and Martin (1999a) for the spatial patterns of local financial development. A similar
contribution is also made by Chick and Dow (1998), Dow (1999) and Dow and Rodriguez-Fuentes
(1997) in a Post-Keynesian perspective.

* Sinden’s work (1996) is an interesting illustration of these distinct regional-financial geographies.
In his research on geographical restructuring of British retail banking, Sinden shows that relocation
and organizational change in banking produces different regional geographies in terms of
employment, headquarter functions and branch networks. A related contribution was also made by
Reid (1988) who dealt with the organizational change in the British financial sector in the late 1980s.

“ Much of the contemporary literature on geopolitical economy examined broad structural themes
involving the institutional restructuring of national and regional economies in a volatile financial
environment, hegemonic challenge and post-hegemony.

% Budd (1999) marks this process as a “crisis of territory”, but dissented from an insistence on that
technology undermines the geographical roots of money and finance with respect to political and
economical governance. According to him, territory has a capacity to overcome these threats. In that
respect, he emphasizes the role of re-regulation in the survival of financial centers.

%7 Sassen (2000) introduces broad propositions related to new geography centers and margins. First,
she suggests that the territorial dispersal of economic activities contribute to “the renewed centrality of
cities in advanced economies”. Apart from a concern with neutralization of geography, information
technologies add to spatial concentration and this is mainly observable both in the global cities and
emergent regional nodes. Second, central to the first proposition, economic globalization contributes
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to a new geography of centrality and marginality. As Sassen puts it, “Global cities become the sites of
immense concentration of economic power while cities that were once major manufacturing centers
suffer inordinate declines...” (2000: 140).

8 For a detailed account of this subject, see Corbridge and Thrift (1994), Dow (1992, 1994), Harvey
(1985, 1989, 1999), Mackay and Molyneux (1996), Martin (1989) and Myrdal (1957).

* For a Keynesian account of uneven regional-financial development, see Chick and Dow (1988),
Dow (1992, 1994, 1999), Dow and Rodriguez-Fuentes (1997) and Martin and Sunley (1997).

%0 Geographical consolidation of branches is the closure, downsizing or rationalization of local offices
because of needing to reduce over capacity and duplication of local services, and of labor saving
efficiencies achieved through investment in new information technologies. The evidence from the UK
and the United States show that consolidation is spatially selective and mostly, low-income inner-city
areas and communities are negatively affected (Martin, 1999a).

3! Giving a brief summary on the historical geography of branch banking in the UK, Pratt (1998) also
emphasizes the role of mergers and acqulsmons in financial distanciation. Mergers and acquisitions in
the British banking at the end of the 19 century were motivated by convergence of factors, including
the competition between London and regional banks for the 65-mile exclusion zone and the
capitalization of the joint-stock banks nationwide. Having their dense branch networks, large regional
and multiregional banks occupied a key position in these acquisitions. The beginning of the 20™
century saw the absorption of the large regional banks into national banking conglomerates According
to Pratt (1998), the process of financial distanciation is still motivated by mergers and acquisitions in
banking, but this does not mean a complete dissolution of regional identity and power.

%2 See Pratt (1998) and Sinden (1996) for geographical accounts of this restructuring and Boot (1999)
and Borowsky and Colby (1993) for organizational concerns.

% Heffernan defines retail banking in the following way: “... retail banking consists of a large number
of small customers who consume personal banking and small business services... Retail banking is
largely intrabank: the bank itself makes many small loans. Put another way, in retail banking, risk-
pooling takes place within the bank...” (1996: 24).

5 Arend (1991) also emphasizes new definition of branch when he expresses “high-tech branches”.
According to him, to compete with non-banks and to maintain their public face that rests on the
location and convenience, banks attempt to establish high-tech branches. These involve both all-
automated and semi-automated branches that are enabled by automated teller and other customer
friendly machines. Some of the banks mix automation in services and rationalization in employment
together. High-tech branches still bound up with a physical environment and a bank-customer
interaction in certain services.

% There is growing evidence to reinforce the durability of branches in retail banking. Research in the
early 1990s reveals how the use of retail banking delivery systems changes according to different
customer segments in the US. The study points out that branches still represent the predominant
means for selling deposit products. However, in favor of non-branch channels, other finding signals
that the ease of access and response time in retail banking services is likely to be important in addition
to location and convenience (Borowsky and Colby, 1993 and Channon, 1998).

% Although the banks concentrate on mergers and acquisitions to make their operation efficient, the
largest component of operating expense is the branch delivery system. Being aware of this, most of
the banks are engaged in reengineering of their branch delivery systems. Here, reengineering is about
“to reduce the number of branches and make them more efficient and to generate more revenues from
them” (Fowler and Hickey, 1995).

57 The relocation of the head offices of major retail banks in the UK contributed to the stability of
finance sector employment in the traditionally strong regions that were the historical operation areas
of the big banks emerged due to the take-overs and mergers in the late nineteenth century (Sinden,
1996).
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%% Heffernan defines wholesale banking as follows: “Wholesale banking typically involves a small
number of very large customers such as large corporates and governments... Wholesale banking is
largely interbank: banks use the interbank markets to borrow from or lend to other banks, to
participate in large bond issues, and to engage in syndicated lending” (1996: 24). .

% According to Akgiig, the development of Turkish banking in the Republican era can be analyzed in
five different phases: “national banking (1923-1932), state banking (1933-1944), private banking
(1945-1960), planned period (1961-1979) and deregulation, globalization and supranationalization in
banking (1980-)” (1992: 18).

% The foundation of the Turkish Central Bank in 1931 and the Banks Act in 1936 made it possible for
banks to operate in a new regulatory environment. The development of institutional structure of
Turkish banking in favor of branch’ banking was closely related to this regulatory environment.
However, some local banks found it harder to survive in this environment.

8! Akcaoglu states that these negative conditions have motivated Turkish banks to.pursue “sales-
oriented policies rather than marketing-oriented ones” (1998: 6). The sales-oriented policies have
hampered the development of sophisticated financial products that are sensitive to customers’ need.

62 During the 1981-1990 period, the number of commercial banks in the sector increased from 42 in
1981 to 56 in 1990. With the banking consolidation through merger in this period, 27 new banks
entered the sector and 18 of these were foreign owned (Zaim, 1995).

8 Despite the liberalization and deregulation policies pursued in the 1980s and the developments of
financial technology, some deficiencies constituted an important obstacle in a complete restructuring
of Turkish banking of the 1990s. In that respect, Akgaoglu points out: ... there are still significant
deficiencies caused by the financial sector’s historical characteristics (such as the ownership structure
of the banks and its effects on their management) and, general economic instability” (1998: 6).

% In 1923, there were approximately 420 bank branches in Turkey. The branches numbered 439 in
1924 fluctuated throughout the following period and it reached 404 in 1943. The main reason for this
reduction in the number of branches was a decrease in the number of national and foreign banks.
During the 1943-1961 period, the number of branches continuously increased, but it decreased from
1759 to 1736 in 1961. The total of branches reached 5975 in 1980. In the 1923-1980 period, the bank
branches in Turkey underwent tremendous growth with a rise of 1322 percent (Yiizgiin, 1982).

5 Jacobs (1994) suggests that haviﬂg a strong bank image is an important reason why the banks
compete for the suitable locations in the financial centers.

8 A recent analysis of regional-financial development in Turkey by socio-economic factors (Sayilgan,
2000) stresses the importance of these variables in the explanation of regional segmentation of credit
markets.
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A.1 List of Interviewees

Nuriye ATAMAN

Lale AYDINLIGIL

Belgii BADEMLI

Filiz CELIKKIRAN

Selim DEVECI

Turgay GUMELI

Tevfik Cem GUNER

Bilal KORKMAZ
Mustafa KURGEN

Mehmet KUCUK

Murat SOYLU
Cenk SUER

Prof. Dr. ithan TEKELI

Akin TELATAR

APPENDIX A

Chief, Deposits and Banking Services Department -
Halkbank

Director, Institutional Marketing Department -
Iktisatbank

Expert, Project Credits Department - Vakifbank

Assistant Manager, Planning and Organization
Department — Vakifbank

Assistant Manager, Public Relations Department —
Halkbank

Director, Organization Department - Isbank

Expert, Research, Development and Planning
Department — Halkbank

Expert, Project Credits Department - Vakifbank
Expert, Project Department — Garantibank
Assistant Manager, Research, Development and
Planning

Department — Halkbank

Assistant Expert - Okanbank

Controller, General Directorate - Kogbank

The Department of Regional Planning - Middle East
Technical University

Director, Personal Banking Operation Department ~
Digbank
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Erol Ulvi TERKEN Expert, Research, Development and Planning
Department — Halkbank
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A.2 Questions of the Interviews
Institutional and Locational Strategies:
What is the procedure of establishment of a branch in your bank?

What are the location criteria of branch banking in your bank?

Historical Geography of Branch Banking:
Could you talk about the evolution of branch banking of your bank?

How did the organizational scheme of your bank change in the development process?

Economic Policy and Institutional Geography:

What are the economic roles of the state-owned banks in their localities?

Technology and Institutional Geography:

How will the new technological developments affect the branch banking in the trio of
Turkish cities?

How will the new technological developments affect the number of branches of your
bank?

What are the effects of new developments (financial concentration and regional

banking) on the financial geography of your bank?
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A.3 Interviewees

Date: 26.7.2000

Institution : Tiirk Dis Ticaret Bankas1 A.S.

Adress:  Alternatif Dagitim Kanallar1 ve Bireysel Bankacilik
Miidurligit, Dereboyu Caddesi, 140/1, Toyota Plaza, Ortakéy,

Istanbul
Person : Akin Telatar
Responsibility 3 Director
Telephone : (0212) 227 31 72/316
E-mail 3 akin.telatar@disbank.com.tr
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Digbank’in sube agma prosediirii nasildir?

Sube agmin genisletilmesi yoniinde bir stratejimiz var. Bireysel bankacilifa dogru
bir yénelim var. Sube agma konusunda, Planlama ve organizasyon Midirligiimiiz
yetkilidir. Alternatif Dagitim Kanallari Grubu igerisinde yeni bir yapilanma var.
Bankamizin kanallarini §6yle siralayabiliriz:

ATM, POS,

Subeler,

Internet Bankacilig1 (heniiz faaliyette degil),

1

Alternatif Dagitim Kanallar1.

Sube dis1 kanallara yatirim yapiliyor.
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Yeni teknolojik gelismeler sube bankaciligini nasil etkiledi?

Yeni sube agma planlarimiz var. Sube digt kanallara da ciddi bir yb6nelim var.
Subeler segmente edildi ve buna gore planlandi. Personel se¢imi de bu
segmentasyona gore yapildi. Bpna gore, subelerimizi:

- Bireysel gubeler,

- Kurumsal subeler,

- Ticari subeler olarak tige ayirabiliriz.
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Teknolojik gelismeler bankanin i¢sel organizasyonunu nasil etkiledi?

Ana organizasyonumuz, Operasyon ve Pazarlama olarak ikiye ayrilmaktadir.
Kurumsal ve bireysel ayrimina gore farkli operasyon ve pazarlama birimleri var.

Sube agilmasi bu segmentasyona gore yapiliyor.
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Enflasyonsuz bir ortamda sube bankaciligiyla ilgili stratejileriniz nelerdir?

Genelde bireysel musgterilere yonelim var ve bankamiz da bundan etkilenmektedir.
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Disbank’mn gube bankaciliginin tarihi konusunda bilgi verebilir misiniz?

Dis Ticaret Bankasi olarak 1965 yilinda kurulmustur. Kuruldugu tarihte Is
Bankasi’nmn bir igtirakiydi. 1994 yilindaki krizde, Is Bankasi’na devredildi, daha

sonra Dogan grubu satin ald.
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Finansal tirtin ¢esitliligi agisindan, rakiplerinize goére durumunuz nedir?

Call center ve internet bankacilif1 heniiz yok. Tiiketici kredileri gibi diger klasik
finansal tiriinlerin tamami sunulmaktadir. Bankacilik agisindan, banka tirtinlerinin
dagitim igin dagitim kanallarina ihtiya¢ vardir. Bu alanda eksiklik vardir. Ornegin
call center heniiz kurulmamistir. Internet bankaciligina gegis igin altyap:
caligmalan surdiirtilmektedir. Rakip olarak goriilen bankalar, Tekstilbank gibi orta
Olgekli bankalardir. Sube aginmin genigletilmesiyle ilgili éntimiizdeki 5 yila yonelik

hedefler vardir. Fakat , bir Is Bankas1 olma yontinde bir hedef yoktur.
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Sube agilmasindaki yer segimi kriterleriniz nelerdir?

Yer se¢imi, bankacilik faaliyetlerinin segmentasyonuna (bireysel, kiigtik isletmeler,
ticari ve kurumsal) gore yapiliyor. Pazarlama fonksiyonlar1 da bu segmentasyona
baghidir. Operasyon birimlerinin hepsi birlesip Hadimkdy’e (Bahgesehir’in
arkasinda) tasmiyor. Hadimkdy civarinda Dogan Medya Grubu’nun binasi ,
Mercedes Otobiis fabrikas1 ve Alkent 2000 yer aliyor. Operasyon birimlerinin
disindaki Genel midiirliik birimleri (Balmumcu’da) yerlerinde kaltyor. Operasyon
birimlerinin taginmasi ulagim problemini beraberinde getirecek ve insan kaynaklart
acisindan bir dezavantaj olusturacak. Operasyon birimleri su faaliyet alanlarmi

igermektedir:

Bilgi sistemleri,
- Bireysel bankacilik,
- Cek operasyonlari,
- Organizasyon,

- Egitim.

Operasyon birimlerini tasinma nedeni, mekanmn yeterli gelmemesi ve halihazirda
Dogan Grubu’nun bir binas1 olmasidir. Diger banka merkezleriyle irtibatl birimler

Ortakdy’de kalacaklar.
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Date: 25.7.2000

Institution : Tirkiye Garanti Bankas1 A.S.

Adress:  Proje Miidiirliigt, Evren Mahallesi, Kogman Caddesi, No. 22
Giinesli, Bagcilar, Istanbul

Person 3 Mustafa Kurgen
Responsibility : Uzman

Telephone 3 (0212) 428 25 80

E-mail : mustafaku@garanti.com.tr
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Garanti Bankas1’nin gube agma prosediirii nasildir?

O bolgeyi mikro Pazar dedigimiz bir bir bolgeye ayiriyoruz. Mikro pazarda
insanlarm giinliik ev ve ig arasindaki hareketleri dlgiilityor ve o bdlge acisindan
niifusun (+) ve (-) degerleri bulunuyor. Burada bireysel ve ticari miigteri sayisin1
belirlemek i¢in farkli bilgilerden yararlamiyoruz. Bireysel miigteri sayisi gece ve
giindiiz niifuslarina goére belirleniyor. Gece niifusu i¢in niifus sayimindan elde
edilen degerler kullanilirken, isyerlerinden dogan giindiiz nufusu i¢in Garanti
Bankasi’nin kendi aragtirma verilerini kullaniliyor. Ticari (tlizel) miigteri sayisini
bulmak i¢in D.1.E verileri kullaniliyor. Buradan kayith sirket sayis1 belirleniyor
ve kayit digt ekonomiyle ilgili bir arastirma yapiliyor. Bunun sonucunda bir
carpan elde ediliyor. Son agamada Garanti Bankasi’min caligmak istedigi
miigteriler smiflandiriliyor ve bir subede olmasi gereken portfoyle ilgili

hesaplamalar yapiliyor.
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Sube agilmasindaki yer segimi kriterleriniz nelerdir?

Bireysel sube agilmasinda yer segimi yapiliyor. Oradaki sube agi yetersizse
acilmiyor, yeterliyse aglllyor.‘ Yer segiminde bireysel ve ticari bankacilik ayrimi
onemlidir. Bireysel miigterinin nasil bankacilik yaptigt davramssal aragtirmalarla
belirlenir. Bireysel miigteriler i¢in bankanin cadde tizerinde olmas: Snemlidir.
Sube tipine ve miigteriye gbre yer segimi yapiliyor. Garanti Bankasi ekibi ve
emlakgilar, banka yerini birlikte belirliyorlar. Daha sonra yerinde tespit ediliyor.
Bunun sonunda verilere gore uygun goriilen bir yer, yerinde gezilirken yetersiz
bulunabiliyor. Bulunan bilgiler Bankacilik Potansiyeli kitabindaki verilerle
kargilagtirilryor. Sonug olarak “4 Mikro Pazar A” veya “3 Mikro Pazar B” gibi
kesin degerlendirmeler yapiliyor. Bireysel bankacilikta, miigteri segmentinin
davramgma goére sube yeri segiliyor. Banka imajina uygunluk ve gorintirliigiin
yiiksek olmasi gibi kriterler yer segiminde etkili oluyor. Garanti Bankas: biiyiik
bir banka oldugu i¢in diger bankalara yakin olmak 6nemli bir se¢im kriteri olarak

goriilmiiyor. Garanti Bankasi bizzat kendi ¢ekim alanim yaratiyor.
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Ug biiyiik kentteki sube bankaciligtyla ilgili stratejileriniz nelerdir?

Bu gehirler de mikro pazarlara boliiniiyor. Kisaca biitiin Tiirkiye i¢in aym sube
bankacilig1 kriterleri gegerlidir. Mikro pazar bazinda gelisim hizlar1 bolgelere
degisiyor. Giineydogu’da Gaziantep kenti dahil Garanti Bankasi’min §ubesi_
yoktur. Karadeniz Bolgesi’nde ise tek sube bulunmaktadir. Istanbul’da Sisli gibi
bolgelerde subeler birbirine ¢ok yakindir. Bununla birlikte sube yapisindaki
degisiklikler yasaniyor. Artik bireysel sube ve agik subeler birbirlerine ¢ok yakin
bir konumda bulunuyorlar. Burada agik bankacilik, bankayla az galigan
miigterilere doniik bir bankacilik tiiriidiir. Diigiik islem maliyetiyle, bu tiir
miigterilere standart finansal iriinler sunuluyor, miisteriye 6zel iiriinler bu
subelerde sunulmuyor. Ornegin, yurtdist hesabi agilmiyor. Tiizel miisteriler,
kiigtik, orta ve biiylik 6lgekli igletmeler olarak {ige ayriliyor. Bunlar, adi sirketten

anonim sirketine kadar uzanan bir yelpazede yer aliyorlar.
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Yeni teknolojik gelismeler sube bankaciligini nasil etkiledi?

Teknolojik gelismeler yagamirken bir yandan da enflasyon diisiiyor. Enflasyonun
ilkemizdeki gsube bankacilift iizerindeki etkileri teknolojiden daha onemlidir.
Sube sayis1 artryor fakat subesiz bankacilik da gelisiyor. Teknolojik gelismelerin
sube sayis1 {izerinde birebir etkisi yok. Ulkemiz agisindan ekonomik nedenler
daha Onemlidir. Garanti Bankast agisindan, miigteri bulmada ve hizmet
dagiliminda, klasik sube bankaciligi agirligimi koruyor. Subesiz bankacilik tek
bagina yapilan bir faaliyet alama degil daha ¢ok bir hizmet tiirli olarak
degerlendiriliyor. Bununla beraber halihazirdaki teknolojik altyapr agisindan:
Garanti Bankasi, 74 banka arsinda birinci seg¢ildi. Garanti Bankasi’nin gube
sayilarmdaki artig veya azalig ¢ok dinamik bir siire¢ olarak goriilebilir. Garanti
Bankasi, Sabanci-Kog¢ grubundan Dogus grubuna gegtikten sonra Tiirkiye de

ciddi bicimde banka kapanmalar1 yasandi
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Date: 26.7.2000

Institution : Iktisat Bankasi T.A.S.

Adress:  Genel Miidiirliik, Biiyikdere Caddesi, No:165, Esentepe, Istanbul

Person : Lale Aydmlgil

Responsibility . Kurumsal Pazarlama Miidiirti
Telephone 3 (0212) 274 11 11
E-mail : laydinligil@iktisatbank.com.tr
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Iktisat Bankasi’nn sube agma prosediirii nasildir?

Miisteri hedef kitlesi belirleni'yor ve genelde {ist gelir grubunun oturdugu semtler
sube yeri olarak segiliyor. Istanbul’da, Uskiidar buna 6mek gosterilebilir.
Kurumsal bankacilik agisindan sanayi bolgeleri tercih edilirken, bireysel
bankacilik agisindan yliksek gelir grubunun oturdugu semtler tercih ediliyor.
Toplam 63 subenin 23 tanesi bireysel, 40 tanesi kurumsal subelerdir. 5 y1l 6nce
13 olan sube sayis1 bugiin 63°e ulagmugtir. 2001 sonu itibariyle 80 sube agilmas1
hedefleniyor. Bireysel subelerin bir kismi uydu sube haline getirilmeye
calisiliyor. Uydu subeler, finansal iirlin ¢esitliliginin az oldugu kiigiik subelerdir.
Buralarda sadece tahsilat ve ¢ek ddeme yapiliyor. Uydu subeler farkli yerlerde
agilmuyor, eski bireysel subelerin yerlerinde faaliyet gdsteriyor. Sube agilmasinda
bolgesel olarak daha gok Marmara , Ege ve Akdeniz tercih ediliyor. Karadeniz ve
Dogu Anadolu’da gube yok. Karadeniz’deki Samsun subesi 1989°da kapandi.
Giineydogu Anadolu’da, tesvikler ve tekstil alanindaki hizli yatirimlardan dolay:
Maras’ta agilan tek sube var. Kayseri, Konya ve Antalya subeleri son ii¢ yil
icinde agildi. Yeni agilmasi diigiiniilen gubelerin hepsi bireysel subelerdir. Yakin
zaman iginde Istanbul’da Altunizade subesi acilacak. Kisa dénemde Istanbul
disinda Dogu, Giineydogu ve Karadeniz bolgelerinde sube agilmas: diigtiniiliiyor.
Organizasyon acisindan bireysel subeler Bireysel Pazarlama Miidiirliigii’ne,

kurumsal subeler de Kurumsal Pazarlama Miidiirligii’ne baglidir.
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Ug bityiik kentteki sube bankaciligiyla ilgili stratejileriniz nelerdir?

Genelde ti¢ biiyiikk kente 6nem veriliyor. Bunun diginda Bursa’da 1 kurumsal 1
bireysel olmak iizere 2 sube var. Iktisat Bankasi’mn kékeni Denizli oldugundan

burada da 1 sube var.
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Yeni teknolojik gelismeler sube bankaciliim nasii etkiledi?

Elektronik bankacilik i¢in ¢aligmalar 4 yil 6nce basladi. Teknolojik gelismeler
personel ve sube sayisiu etkilemedi, sadece hizmet kalitesini etkiledi. Internet

bankacilif ise bireyselde 1 ay once agildi, kurumsalda ise yeni agiliyor.
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Enflasyonsuz bir ortamda sube bankaciligiyla ilgili stratejileriniz nelerdir?

Iktisat Bankasi’min bankacilik stratejisi kurumsal anlamda basar1 saglamigtir.
Bireysel bankacilikta da basar saglamasi igin sube sayisinin artmasi gerekiyor.

Enflasyonsuz ortamdaki strateji ise zaten 6nceden belirlenmigti.
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Finansal iirtin ¢esitliligi agisindan, rakiplerinize gore durumunuz nasildir?

Uriin gesitliligi agisindan piyasayla aym durumdayiz. Hatta bazi rakiplerden

Ondeyiz. Rakip olarak, TEB, Demirbank ve Finans Bank gibi orta 6l¢ekli bankalar

gortiliyor.
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Teknolojik gelismeler bankanin igsel organizasyonunu nasil etkiledi?

Elektronik bankacilik organizasyon semasim biiyiik Slgiide etkiledi. Bununla ilgili
organizasyon degisikligi 4 yil 6ncesinde yapilmigti. Elektronik bankacilik birimi
zaten vardi. Internet bankaciligi icin kurumsal ve bireysel bankacilik miidiir
yardimcilarina bagl yeni bir birim agildi. Ayrica koordinatér ve danigman olarak,
internet bankacilifinin teknik boyutlariyla ilgilenen bir yetkili de var. 4 yil 6nce 16
sube vardi ve ybnetim birimleri azdi. Sadece kurumsal bankaciliktan sorumlu

pazarlama birimi vardi.
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Date: 25.7.2000

Institution : Tirkiye Is Bankas1 A.S.

Adress:  Genel Miidiirliik, Is Kuleleri, 4.Levent, Istanbul

Person : Turgay Giimeli
Responsibility : Organizasyon Grup Miidiirii
Telephone 3 (0212) 316 16 04

E-mail : turgay.gumeli@isbank.com.tr
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Is Bankas1’nin sube agma prosediirii nasildir?

Oncelikle piyasa incelemesi yapiliyor. Piyasada is yapan ticari ve sanayi
isletmelerinin sayisi, hane halki sayis1 ve ticari potansiyel ortaya ¢ikiyor. Bu
incelemeden sonra orda yonetim kurulu karar veriyor ve uygun bir bina segiliyor.
Binanin banka subesi olarak ’ag:llmasmdan sonra personel tahsis ediliyor. Sube
acilmasiyla ilgili yasal prosediir de vardwr. Sube agilmasi Organizasyon
Miidiirltigti’niin gorev alanina giriyor. Diger mudiirlikklerle de igbirligi yapiliyor.

Yonetim Kurulu’nu Organizasyon Miidiirligii olusturuyor. Bina bulunmasiyla
Insaat ve Emlak Mudiirliigti, personel se¢imiyle Insan Kaynaklari Midiirligii
ilgileniyor. Is Bankasi’nda sube agma stratejileri genelde uzun vadeli bir
yaklagimla ele alimyor. Ust yonetim bu konudaki stratejik yaklasim belirliyor.
Iktisadi Arastirmalar Midiirliig, imar planlarindan yararlanarak, biyik
schirlerdeki gelisme egilimlerini belirliyor. Bu planlarda ticaret merkezinin yerine
6nem veriliyor. Bu alandaki makro ¢alismalar, 6zellikle gelecege doniik olarak

Ornegin 5 yil igindeki sube politikasini bigimlendiriyor.

291




Sube agilmasindaki yer segimi kriterleriniz nelerdir?

Geligen piyasalarin bulundugu, sanayi ve ticaretin canli oldﬁgu yerler tercih
ediliyor. Ornegin, Istanbul’daki Kavacik bélgesi son zamanlarda gelisen bir yerdir.
Yer segiminde piyasalarin farklhilagmasi da gbéz Oniinde bulunduruluyor. Bazi
piyasalar oturma semtlerinde yer alirken, bazilar1 Altunizade 6rneginde oldugu gibi
sanayi ve ticari merkezlerin bulundugu yerler olabiliyor. Bolgesel kriterler
acisindan, Is Bankas: zaten yaygm bir sube agina sahip oldugu igin, Anadolu
yerine bityiik kentler ve biiyiik kentlerin gelisen bolgeleri tercih ediliyor. Bunun
yaninda Gaziantep, Bursa ve Antalya’da yeni subeler agiliyor. Son olarak

Gaziantep serbest bolgesinde bir sube agildi.
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Yeni teknolojik gelismeler sube bankaciligin nasil etkiledi?

Is Bankas1 yeni teknolojik gelismelere ve internet bankacihiina oncilik ediyor.
Sube disi hizmet kanallari (ATM) alaninda birinci durumdayiz. Interaktif ve
internet bankacilift yapimaktadir, ayrica internet bankaciligim miisterilere
tamitmak amaciyla netmatik cihazlar1 da subelerde devreye girmistir. Banka olarak
self servis kanallara ¢ok dnem veriliyor ve bundan sonra bankacilifin bu yonde
gelisecegi bekleniyor. Fakat bu gelisme sube bankaciligim etkilemeyecektir ve
sube bankaciligi devam edecektir. Ancak subelerde self servise ayrilan alanlar
genigleyecektir. Ayrica insansiz bankacilik subeleri de devreye giriyor. Son bes
sene iginde kapanan subeler vardir. Bunlar daha gok piyasas: gerileyen, gé¢ veren,
gelir kaynaklar1 daralan ve tagrada yer alan subelerdir. Ayrica biiylik sehirlerde.
birbirine ¢ok yakin subelerin bazilari, ayni piyasay: paylagtiklarindan dolay
kapanmugtir. Ama diger taraftan sube agma caligmalar1 devam etmektedir ve sube
saytsinda belirgin bir azalma -olmamigtir. Bu siirecin uzun dénemde de devam

edecegi varsayilmaktadir.
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Enflasyonsuz bir ortamda sube bankaciligiyla ilgili stratejileriniz nelerdir?

Is bankasi yeteri kadar subeye sahip oldugundan enflasyonsuz ortamdan

etkilenmez. Bireysel bankacilik bu ortamda tekrar 6nem kazanacagindan, daha ¢ok

kiigiik bankalar sube sayisini artirmayi diigiineceklerdir.
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Ozellikle Avrupa bankaciliginda g(”)zlemlénen “bolgesel bankacilik merkezleri”
egilimi, Is Bankas: agisindan da incelenebilir mi? Diger bir anlatimla banka

kapatma ve yerel bankalarin birlesimi egilimi mevcut mudur?

Bolge merkezi uygulamasi yoktur. Buna karsihik eskiden beri bagli sube
uygulamas: vardir. Bagli subeler, yakin piyasalarda belli bir subeye baph olarak
faaliyet gosteren biirolardir. Ur;iversite kampiislerindeki subeler bunun en iyi

Ornegidir.
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Date: 24.7.2000

Institution : Kocbank A.S.

Adress :  Genel Miidiirliik, Barbaros Bulvarl, Marbasan Sokak, Koza s
Merkezi, C Blok, Besiktas, Istanbul

Person 2 Cenk Stier
Responsibility : Mali Kontrol6r
Telephone 4 (0212) 2i3 89 57
E-mail : censu2@kocbank.com.tr
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Kogbank’n sube agma prosediirii nasildir?

[lk olarak sube agilacak yerdeki ticari potansiyel tespit ediliyor. Eger sube agilacak
yerde ¢ok fazla banka subesi varsa, rekabet fazla olacagindan o yerde sube
agllmasi digliniilmez. Bunun diginda, sube agma prosediirii diger bankalarla
aymdir. Banka iginde bu konuyla ilgilenen birim Sube Koordinasyon
Midiirliigii’diir. Yeni subelerin agilmasi1 dugiiniilityor. Miigteri yonelimli bir
stratejiyle birlikte sube artisn beklenebilir. Burada iki nokta Onemlidir. Birinci
olarak, subenin miisteriye gore farklilagmasi, yani ticari firmalara farkli, bireysel
miisterilere farkli bankacilik hizmeti vermesi. Bu agidan Kogbank subelerini
biiyiik, orta ve kiictik 6lgekli miisterilerin biitiiniine hizmet veren subeler ve orta ve.
kiiciik 6lgekte, bireysel-kurumsal ayrimima gore hizmet veren subeler olarak ikiye
ayrabiliriz. Kurumsal bankacilia yeni gecildi. Kurumsal gubelerin sayis1 6-7
civarindadir ve daha gok biiylik sehirlerde bulunmaktadir. Kisaca sube yapisini
kurumsal (biiyik ve orta Olgekli) ve bireysel (6zel ve kisisel) olarak ikiye
aymrabiliriz. Ikinci olarak, organizasyonel olarak da farkli bir sube yapilanmasina
gecilmektedir. Kogbank daha once Kog¢-Amerikan Express olarak tek subeye
sahipti. 1992 yilinda Kogbank bu bankanin hisselerini satin aldiktan sonra faaliyete
gecti. Haziran itibari ile gezici subeler dahil 84 sube vardir. Bir minibiis
aracihifryla verilen gezici sube hizmetinin amaglar1 belli bir ahigkanlik saglamak,
tatil bolgelerindeki Kogbank miigterisine hizmet vermek ve dogal afetlerde faaliyet

gistermektir.
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Sube agilmasindaki yer segimi kriterleriniz nelerdir?

Daha ¢ok ticari ve bireysel mevduata iligkin potansiyelin bulundugu yerler sube
yeri olarak tercih ediliyor. Diger bankalara yakin olmaktan ¢ok, subenin ig hacmini
artiracak kurum ve yerlere yakin olmak énemlidir. Ornegin Garanti Bankas: biiyiik
magazalarn iginde sube agiyor. Kogbank’in Istanbul iginde ve Anadolu’da sube.
acma diistincesi var. Fakat bu bilgiler gizli oldugundan, bu asamada verilemez.
Biiyiik illerde bile heniiz subelesme tamamlanmadi. Ornegin Edirne subesi yeni
acilds. Ozellikle istanbul icinde yer bulabilmek 6nemli bir yer se¢im kriteri haline
gelmistir. Bolgesel agidan, Kogbank’in Ziraat Bankasi gibi geri kalmig bolgelerde
kamu hizmeti vermek gibi bir amac1 yoktur. Ozel bankacilikta zararma bankacilik

olmaz.
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Yeni teknolojik geligmeler gube bankacihiini nasil etkiledi?

Iki sene 6nceki hazineyi fonlama (hazine kagitlarryla repo bankacilig1) déneminde
sube bankacilig1 6nemli degildi. Her ilde 1 subeye, ii¢ biiyiik ilde 20-30 subeye ve
toplamda 150-160 subeye sahip olmak gibi bir strateji vardi. Enflasyonun
diismesiyle beraber kaynak toplama tekrar 6nem kazandifindan dolay: subelegme
yoniinde gelismeler beklenebilir. Internet bankacilifi sayesinde sube tercihleri
degisecek ve personel sayis1 azalacak. Sube sayisinda ise ¢ok biiyiik bir artig veya
azalma beklenmiyor. Kogbank’mn sube stratejisi de bu yondedir ve kapanan sube

olmamugtir.
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Date: 12.5.2000

Institution : Okan Yatirim Bankasi A.S.

Adress : Cinnah Caddesi, 52/A, Cankaya, Ankara

Person ¢ Murat Soylu

Responsibility 2 Uzman Yardimcisi

Telephone : (0312) 441 25 35

E-mail : burak@okanbank.com.tr (Burak Diizgiden)
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Okanbank’1n sube agma prosediirii nasildir?

Ileride mevduat toplama izni alinabilirse, illerde sube agilmas: diigiiniiliiyor. Okan
holdingin sahibi Gaziantepli oldugundan, gsube agilmas: diigiiniilen illerin baginda
Gaziantep geliyor. Kocaeli subesi yakin zamanda agiliyor. Bu arada Ankara
subesinin alt katinda menkul degerler boliimi agiliyor. Bireysel diizeyde kredi
verilmiyor, daha ¢ok kurumsal ve ticari agirlikli krediler veriliyor. Bu yiizden
yaygin bir sube agina simdilik ihtiya¢ duyulmuyor. Okanbank Ankara subesinde
su an | miidiir, 1 midiir yardimeisi, 1 uzman, 1 uzman yardimcis: ve 1 dealer

bulunuyor.
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Sube agilmasindaki yer se¢imi Kriterleriniz nelerdir?

Okanbank 1998°de kurulan yeni bir bankadir. Istanbul subesi 1998’de, Ankara
subesi 1999°da agildi. Bolge olarak Oncelikle sanayi bolgelerini tercih ediyoruz..
Ayrnica bliyiik sehir olmasi da 6nemlidir. Kent igindeki yer segimi agisindan,
Ankara subesi icin Cinnah caddesi ve Gaziosmanpasa diisiiniiliiyordu. Bu
bolgelerdeki bankalar sirkiilasyonu ¢ok fazla oldugundan, sube yeri olarak

diigtiniildis. Eger tahsilatla ilgili olsaydi, Kizilay tercih edilirdi.
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Yeni teknolojik gelismeler sube bankaciligini nasil etkiledi?

Okanbank bireysel bankacihikla ugrasmadig i¢in elektronik bankaciliktan
etkilenmedi. Kredi kart1 hizmeti de vermiyor. Daha ¢ok diger sirketlerle galigtyor
ve aym zamanda Okan holdingin bankacilik ihtiyaglarm kargiliyor. Uzmanlagmig
bir banka oldugundan, menkul degerler bolimiinden bagka agilmasi diisiiniilen

birim yok.
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Date: 6.4.2000

Institution : Tiirkiye Halk Bankasi A.S.

Adress  : Halkla fliskiler Miidiirliigii, Genel Miidiirliik, 2. Cadde, No: 63,

Sogtitézii, Ankara
Person : Selim Deveci
Responsibility : Miidiir Yardimeisi
Telephone : (0312) 289 45 56

E-mail
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Halk Bankas1’nin sube agma prosediirii nasildir?

Once sube agma karan veriliyor, daha sonra ilgili yerlesmedeki yer secimi siireci
bagliyor. Halk Bankasi’nin gelisiminden itibaren, sube yerine karar veren birimler

aym kalmigtir: Mevduat Midiirliigii, Emlak Midiirliigii ve Ingaat Miidiirliigi.
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Halk Bankas1’mn sube bankaciliginin tarihi gelisimi hakkinda bilgi verebilir

misiniz?

Halk Bankasi’nin temelini Halk Sandiklar tegkil eder. Banka subesi ile kooperatif
arasinda bir yapilanmaya sahip bu kurumlar, 1938-1964 arasinda Kastamonu,
Konya, Diyarbakir ve Kocaeli gibi esnafin ¢ok oldugu illerde agilmistir. Toplam
sayist 8-10 olan bu sandiklar §zerk bir yapiya sahiptiler ve 1930larla, 1940’larin
banka subelerinden daha biiytiktiiler. Bu sandﬁdar, Halk Bankasi’ndan aldiklari
krediyi esnaf ve kefaret kooperatiflerine aktariyordu. 1964°ten sonra ise sube
bankaciligma gegildi. Ozellikle 1970 sonlarinda gok fazla sube agilmigtir.

Yonetim organizasyonuna bakacak olursak; 1964’¢ kadar yonetim kurulu
bagkaniyla genel miidiiriin ayn kisiler oldugunu goriiriiz. 1964°ten sonra bu durum
degismis ama genel sema ayni1 kalmugtir. Bugiinkii yonetim organizasyonu yliriitme
ve ybnetim kurulu bazinda incelenebilir. Yiiritme semasinda sirasiyla; genel
midiir, 6 genel miidiir yardimeisi, 30 seksiyon (birim) ve 10 bolge miidurligi yer
almaktadir. Bolge miidiirligii, goriiniirde genel miidiirliigti bagh goriiniiyorsa da
aslinda seksiyonlara baglidir. Belli konularda, bu birimlerin inisiyatif
kullanmasinda bir hiyerarsi vardir. Omegin kredi kararlarinda; sube inisiyatifi,
bélge miidiirliigii inisiyatifi ve genel midirlik inisiyatifi vardir. Burada ayrim
kredi biiyiikliiiine gére yapilir. Yonetim kurulu ise yonetim kurulu bagkani, banka
disindan atanmig 3 yonetim kurulu {iyesi ve 2 yonetim kurulu {iyesi (genel midiir

yardimcisindan olugmaktadir.
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Banka sube organizasyonunun gelisimine bakacak olursak; 1964’ten sonra gubeler
¢ogaldigindan, genel miidiirligii bagli birimlerin sayis1 da artmistir. Ornegin
1965’te Tamtim Miudiirltigti kurulmustur. Sube agilmasi, bityiik 6lglide politikadan
etkilendiginden kiigiik yerlerde de sube agilmugtir. Ug bityik ildeki sube sayisi

ancak 1980’lerin sonunda artmaya baglamustir.
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Date: 6.4.2000

Institution : Tiirkiye Halk Bankas1 A.S.

Adress : Aragtirma, Geligtirme ve Planlama Midiirligi, Genel Miuiduirliik,
2. Cadde, No: 63, S6giitézii, Ankara

Person : Mehmet Kiigiik
Responsibility 3 Miidiir Yardimcisi
Telephone : (0312) 289 21 08
E-mail : metmeh@hotmail.com
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Yeni teknolojik geligmeler sube bankaciliini nasil etkiledi?

Halk Bankasi’min kamusal niteliginden dolay:r sube sayisinda azalma olmadi.
1.1.2000°den itibaren “online realtime” sistemine gegildi. Ozellikle mevduat
hizmetleri, kredi, bireysel bankacilik hizmetleri, damigmanlik hizmetleri alaninda
sube iizerindeki yiik azaldi. Sube bagma diisen personel sayis1 bakimindan Halk
Bankas: Tiirkiye ortalamasmmn altindadir. Buna karsilik o6zellesme gergeklesirse

Ozellikle genel miidiirliikteki personel sayis1 fazla gelebilir.
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Ug biiyiik kentteki sube bankaciligiyla ilgili stratejileriniz nelerdir?

Halk Bankasi, Ziraat Bankas ile birlikte daha ¢ok ii¢ biiylik ilin diginda faaliyet
gostermektedir. Kisa vadede olmamakla beraber, sube sayisinda bir azalma
olabilir. Is Bankasi’nin “Para Taniyabilen ve Dogrudan Hesaba Para Gegirebilen
Makineler” projesi gibi gelismeler, sube sayilarinin bankacilikta azalacagina isaret

ediyor.
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Ozellikle Avrupa bankacihiginda gézlemlenen “bolgesel bankacilik merkezleri”
egilimi, Is Bankas1 agisindan da incelenebilir mi? Diger bir anlatimla banka

kapatma ve yerel bankalarin birlesimi egilimi mevcut mudur?

Halk Bankasi’nda bolge merkezleri agilmasi diigtiniilmiiyor. Fakat halihazirda
sube agilmamast gereken yerler var. Bankamiz bilinyesinde ii¢ sene dnce yapilan
bir ¢aligmaya gore yaklagik 100 subenin kapatilmasi gerekiyor. Bu konuda,
partiler, yerel kooperatifler, esnaf odalar etkili oldugundan, bu bilginin verilmesi
sakincalidir. Kapatilmast gereken subeler iki grupta incelenebilir: agilmamasi

gereken subeler ve zaman iginde beklenen verimin alinamadig: subeler.
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Date: 6.4.2000

Institution : Tirkiye Halk Bankas1 A.S.

Adress : Arastirma, Geligtirme ve Planlama Miidiirliigli, Genel Miidurliik,
2. Cadde, No: 63, Sogiit6zii, Ankara

Person : Erol Ulvi Terken
Responsibility . Uzman

Telephone : (0312) 289 21 16
E-mail : eterken@halbank.com.tr

312




Halk Bankasi’nin sube agma prosediirii nasildir?

Sube agilmasi i¢in talep olmasi gerekir. Genellikle ilgili yerlesmede, Ticaret
Odast’nin talebi vardir. Ayrica esnaf potansiyeli de fazla olmalidir. Tagra
subelerinde esnafa verilen kredinin oram ytiksektir. Diger banklarin sube agmadigi
yerlerde, Ziraat ve Halk Bankasi’mn subeleri vardir. Ornegin Erzincan’m birbirine
yakin iki ilgesi Mercan ve Tercan’da birer Halk Bankas:1 subesi vardir. Banka
subesinin i¢ diizenlemesinde bizzat rol aldiim Tercan’daki sube ahirdan bozma
bir yapiyd.

Kiiciik yerlerde, banka devletin bir temsilcisi olarak goriiliiyor. Banka aymi
zamanda “6deme araci1 kurum” olarak islev gorityor. Dogu ve Giineydogu Anadolu
Bolgeleri’nde, biitiin bankalar' icin mevduat toplama orami azdir. Ayn1 zamanda
verilen kredinin geri doniis orami ¢ok kiigtiktiir. Ornegin Ziraat Bankasi’min
tarimsal kredisi hi¢ geri dénmiiyor. KOBI kredisinde de yine aymi durum soz
konusudur. Burada amag o yoredeki kalkinmayi arttirmak ve {iretime katilum
saglamaktir, Kamu bankalar agisindan karlilik ikinci planda oldugundan, tarimsal

krediler ¢ofu zaman geri dénmeyecegi bilinerek veriliyor.
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Date: 29.3.2000

Institution : Tirkiye Vakiflar Bankasi1 T.A.O

Adress : Planlama ve Organizasyon Yonetmenligi, Genel Miidiirliik,
Atatlirk Bulvar1 No:211, Kat 5, Ankara

Person : Filiz Celikkiran
Responsibility : Miidiir Yardimcisi
Telephone : (0312) 428 30 67
E-mail
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Sube agilmasindaki yer se¢imi kriterleriniz nelerdir?

Vakiflar Bankasi’nda sube agilmasinda ii¢ 6nemli faktor rol oynar: o yerin ticari

potansiyeli, politik baskilar ve yerel talepler.
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Table D.4 Provincial Distribution of Bank Branches by Bank Groups in

Turkey

(2000)

Province Region Number | Number | Number | Number Number | Number | Number

of of of of of State of of

Ci C Branch Ci Dev.and | Private Foreign

cial State | cial of the cial Invest. Dev.and | Dev. and

Bank Private Banks Foreign Bank Invest. Invest.

Branches | Bank under the | Bank Branches | Bank Bank

in 2000 Branches | Dep.Ins. | Branches | in 2000 Branches | Branches

in 2000 Fund in in 2000 in 2000 in 2000
2000
{1 ADIYAMAN MIDDLE EAST 15 6 1 0 0 0 0

AFYON MIDDLE SOUTH 42 23 7 0 0 0 0
AGRI NORTHEAST 14 4 0 0 0 0 0
AKSARAY MIDDLE SOUTH 16 8 2 0 0 0 0
AMASYA MIDDLE EAST 18 12 1 0 0 0 0
ANKARA MIDDLE NORTH 235 343 78 14 2 1 0
ANTALYA MEDITERRANEAN 63 104 31 1 1 0 0
ARTVIN NORTHEAST 20 8 1 0 0 0 0
AYDIN AEGEAN 59 53 18 1 0 0 0
BALIKESIR AEGEAN 62 53 18 1 0 0 0
BATMAN SOUTHEAST ' 9 5 0 0 0 0 0
BAYBURT BLACK SEA 6 3 0 0 0 0 0
BILECIK MIDDLE NORTH 17 11 1 0 0 0 0
BINGOL SOUTHEAST 10 2 0 0 0 0 0
BITLIS SOUTHEAST 15 2 1 0 0 0 0
BOLU MIDDLE NORTH 36 18 5 0 0 0 0
BURDUR AEGEAN 24 10 3 0 0 0 0
BURSA MARMARA 77 129 31 1 0 0 0
CANAKKALE AEGEAN 38 23 6 0 0 0 0
CORUM MIDDLE NORTH 26 15 6 0 0 0 0
DENIZLY AEGEAN 48 44 10 1 0 0 0
DIYARBAKIR SOUTHEAST 30 24 6 [ 1 0 0
EDIRNE MARMARA 24 24 6 0 0 0 0
ELAZIG MIDDLE EAST 22 8 3 0 0 0 0
ERZINCAN NORTHEAST 19 6 2 0 0 0 0
ERZURUM NORTHEAST 33 15 5 0 1 0 0
ESKISEHIR MIDDLE NORTH 32 30 12 1 0 0 o
GIRESUN BLACK SEA 30 14 2 0 1 0 0
GUMUSHANE BLACK SEA 12 3 0 0 0 0 0
HAKKARI SOUTHEAST 7 1 0 0 0 0 0
HATAY MEDITERRANEAN 39 40 14 2 0 0 0
ICEL MEDITERRANEAN 52 67 17 2 0 0 0
ISPARTA AEGEAN 31 14 7 0 0 0 0
1ZMIR AEGEAN 194 314 90 11 2 2 0
KAHRAMANMARAS MEDITERRANEAN 21 18 9 0 0 0 0
KARAMAN MIDDLE SOUTH 9 7 2 0 0 0 0
KASTAMONU BLACK SEA 35 13 2 0 0 0 0
KAYSERI MIDDLE SOUTH 36 46 10 1 0 0 0
KIRIKKALE MIDDLE NORTH 16 7 2 0 0 0 0
KIRKLARELI MARMARA 24 20 5 0 0 0 0
KOCAELI MARMARA 36 67 24 2 0 0 0
KONYA MIDDLE SOUTH 76 58 14 1 0 0 0
KUTAHYA MIDDLE NORTH 34 15 6 0 0 0 0
MALATYA MIDDLE EAST 24 14 7 1 0 0 0
MANISA AEGEAN 53 60 24 1 0 0 0
MARDIN SOUTHEAST 19 11 0 0 0 0 0
MUGLA AEGEAN 44 62 26 2 0 0 0
MUS SOUTHEAST 11 3 0 0 0 0 0
NEVSEHIR MIDDLE SOUTH 20 13 3 0 0 0 0
NIGDE MIDDLE SOUTH 14 | 7 2 0 0 0 0
ORDU BLACK SEA 36 14 4 0 0 0 0
RIZE BLACK SEA 22 12 3 0 0 0 1]
SAKARYA MARMARA 27 26 8 0 0 0 0
SAMSUN BLACK SEA 49 36 8 1 0 1 0
SANLIURFA SOUTHEAST 25 18 7 0 0 0 0
SIIRT SOUTHEAST 10 2 0 0 0 0 0
SINOP BLACK SEA 16 7 1 0 0 0 0
SIRNAK SOUTHEAST 10 7 1 0 0 0 0
SIVAS MIDDLE EAST 38 16 3 0 0 0 0
TEKIRDAG MARMARA 32 38 14 0 0 0 0
TOKAT MIDDLE EAST 26 17 2 0 0 0 0
TRABZON BLACK SEA 45 33 11 1 0 0 0
TUNCELI MIDDLE EAST 14 1 1 0 0 0 0
USAK MIDDLE NORTH 16 16 6 0 0 0 0
VAN SOUTHEAST 16 10 3 0 0 0 0
YOZGAT MIDDLE NORTH 34 12 1 0 0 0 0




Table D.4 (continued)

Province Region Numb Numb Numb Numb Numt Number | Number
of of of of of State of of
Commer- | Ci Branch C Dev.and | Private Foreign
cial State | cial of the cial Invest. Dev.and | Dev. and
Bank Private Banks Foreign Bank Invest, Invest.
Branches | Bank under the | Bank Branches | Bank Bank
in 2000 Branches | Dep.Ins. | Branches | in 2000 Branches | Branches
in 2000 Fund in in 2000 in 2000 in 2000
2000
KIRSEHIR MIDDLE NORTH 14 6 1 0 0 0 0
ADANA MEDITERRANEAN 54 111 22 3 0 0 0
KARS NORTHEAST 15 4 3 0 0 0 0
ZONGULDAK BLACK SEA 33 26 10 1. 0 0 [
CANKIRI MIDDLE NORTH 20 4 0 0 0 0 0
ISTANBUL MARMARA 316 1397 418 66 2 12 3
KARABUK BLACK SEA 14 10 3 0 0 0 0
YALOVA MARMARA 9 8 4 0 0 0 0
BARTIN BLACK SEA 11 8 1 [1] 0 0 -0
ARDAHAN NORTHEAST 9 3 0 0 0 0 0
IGDIR NORTHEAST 8 5 0 0 0 0 0
KILIS MEDITERRANEAN 5 1 0 0 0 0 0
OSMANIYE MEDITERRANEAN 12 10 2 0 0 0 0

335




APPENDIX E

Table E.1 Branch Distributions of Four Banks in the Districts of Turkey (1990, 1995,

2000)
Number of Branch
Digbank Garantibank Isbank Halkbank
Province District 1990 [ 1995 [2000 {1990 | 1995 ] 2000 | 1990 | 1995 | 2000 | 1950 | 1995 | 2000
ADANA ALADAG
ADANA CEYHAN 2 1 1 1 1 1 2 2 2
ADANA FEKE
ADANA IMAMOGLU 1 1 1
ADANA KARAISALI
ADANA KARATAS 1 1 1
ADANA KOZAN 1 1 1 1 1 1 1
ADANA POZANTI 1 1 1 1 1 1
ADANA SAIMBEYLI
ADANA SEYHAN 1 1 3 5 3 5 10 12 13 4 6 6
ADANA TUFANBEYLI 1 1
ADANA YUMURTALIK 1 1 1
ADANA YUREGIR 5 1 1
ADIYAMAN | MERKEZ 1 1 1 1 1 1
ADIYAMAN | BESNI 1 1 1 1 1 1
ADIYAMAN | CELIKHAN
ADIYAMAN | GERGER
ADIYAMAN | GOLBASI 1 1 1 1 1 1
ADIYAMAN | KAHTA 1 1 1 1 1 1
ADIYAMAN | SAMSAT
ADIYAMAN | SINCIK
ADIYAMAN [ TUT
AFYON MERKEZ 1 1 1 1 1 1
AFYON BASMAKCI 1 1 1
AFYON BAYAT
AFYON BOLVADIN 1 1 1 1 1 1
AFYON CAY 1 1 1 1
AFYON COBANLAR
AFYON DAZKIRI 1 1 1
AFYON DINAR 1 1 1 1 1 1
AFYON EMIRDAG 1 1 1 1 1 1
AFYON EVCILER
AFYON HOCALAR
AFYON IHSANIYE 1 1 1
AFYON ISCEHISAR ] 1
AFYON KIZILOREN
AFYON SANDIKLI 1 1 1 1 1 1
AFYON SINCANLI 1
AFYON SUHUT § 1 1 1
AFYON SULTANDAGI 1 1 1 1
AGRI MERKEZ 1 1 1 1 1 1
AGRI DIYADIN j
AGRI DOGUBEYAZIT 1 1 1 1 1 1
AGRI ELESKIRT
AGRI HAMUR ]
AGRI PATNOS 1 1 1
AGRI TASLICAY
AGRI TUTAK
AKSARAY AGACOREN
AKSARAY MERKEZ 1 2 1 1 1 1 1
AKSARAY ESKIL ]
AKSARAY GULAGAC
AKSARAY GUZELYURT
AKSARAY ORTAKOY 1 1 1 1 1 1
AKSARAY SARIYAHSI
AMASYA MERKEZ 1 1 1 1 1 1 1
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Table E.1 (continued)

Number of Branch

Digbank Garantibank Isbank Halkbank
Province District 1990 | 1995 [ 2000 | 1990 [ 1995 | 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000
AMASYA GOYNUCEK 1 1 1
AMASYA GUMUSHACIKOY 1 1 1 1 1 1
AMASYA HAMAMOZU
AMASYA MERZIFON 1 1 1 1 1 1
AMASYA SULUOVA 1 1 1 1 1 1
AMASYA TASOVA 1 1 1 1 1 1
ANKARA AKYURT
ANKARA ALTINDAG 1 8 5 6 16 16 16 8 11 11
ANKARA AYAS 1 1 1 1 1 1
ANKARA BALA 1 1 1
ANKARA BEYPAZARI 1 1 1 1 1 1
ANKARA CAMLIDERE 1 1 1
ANKARA CANKAYA 2 2 6 13 10 19] 34| 35 37 13] 20] 21
ANKARA CUBUK 3 3 3 1 1 1
ANKARA ELMADAG 1 1 1 1 1 1
ANKARA ETIMESGUT
ANKARA EVREN
ANKARA GOLBASI 1 i 1 1
ANKARA GUDUL 1 1 1
ANKARA HAYMANA 1 1 1 1 1
ANKARA KALECIK 1 1 1 1
ANKARA KAZAN 1
ANKARA KECIOREN 1 5 5 4 1 2 2
ANKARA KIZILCAHAMAM 1 1 1 1 1 1
ANKARA MAMAK 1 1 4 2 2
ANKARA NALLIHAN 1 1 1 1 1 1
ANKARA POLATLI 1 1 1 1 1 1 1
ANKARA SEREFLIKOCHISAR 1 1 1 1 1 1
ANKARA SINCAN 1 2 3 1 1 2
ANKARA YENIMAHALLE 1 2 6 6 8 4 5 5
ANTALYA AKSEKI 1 1 1 1
ANTALYA ALANYA 1 1 2 1 1 1 1 1 1
ANTALYA MERKEZ 1 1 2 3 3 7 6 5 7 3 3 6
ANTALYA ELMALI 1 1 1 1 1 1 1
ANTALYA FINIKE 2 2 2 1 1 1
ANTALYA GAZIPASA 1 1 1 1 1 1 1
ANTALYA GUNDOGMUS
ANTALYA IBRADI
ANTALYA KALE 1 1 1 1
ANTALYA KAS 1 1 1 1 1 1
ANTALYA KEMER 1 1 1 1 1 1
ANTALYA KORKUTELI 1 1 1 1 1 1
ANTALYA KUMLUCA 1 1 1 1 1 1 1
ANTALYA MANAVGAT 1 1 1 2 2 2 1 1 1
ANTALYA SERIK 1 1 1 1 1 1 1
ARDAHAN MERKEZ ] 1 1 1 1 1 1
ARDAHAN CILDIR
ARDAHAN DAMAL
ARDAHAN GOLE 1 1 1 1 1 1
ARDAHAN HANAK
ARDAHAN POSOF 1
ARTVIN ARDANUC 1 1 1 1
ARTVIN ARHAVI 1 1 1 1 1 1
ARTVIN MERKEZ 1 i 1 1 1 1
ARTVIN BORCKA 2 1 1 1 1 1
ARTVIN HOPA 1 1 1 1 1 1
ARTVIN MURGUL 1 1 1
ARTVIN SAVSAT 1 1 1 1
ARTVIN YUSUFELI 1 1 1 1 1 1
AYDIN MERKEZ 1 1 1 3 2 2 4 4 4
AYDIN BOZDOGAN . 1 1 1 1 1 1
AYDIN BUHARKENT 1 1 1 1
AYDIN CINE 1 1 1 1 1 1
AYDIN GERMENCIK 2 2 2 2
AYDIN INCIRLIOVA 1 1 1 1 1 1
AYDIN KARACASU 1 1 1 1 1
AYDIN KARPUZLU .
AYDIN KOCARLI 1 1 1 1
AYDIN KOSK 1 1 1 1 1
AYDIN KUSADASI 1 1 1 2 2 2 1 1 1
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Table E.1 (continued)

Number of Branch
Digbank Garantibank Isbank Halkbank
Province District 1990 {1995 [ 2000 | 1990 T 1995 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000
AYDIN KUYUCAK 1 1 1 1
AYDIN NAZILLI 1 2 2 2 1 1 1
AYDIN SOKE 1 3 3 3 3 3 4
AYDIN SULTANHISAR 2 2 2 2
AYDIN YENTHISAR 1 1 1
AYDIN YENIPAZAR 1 1 1 1
BALIKESIR AYVALIK 1 2 2 2 1 1 1
BALIKESIR | BALIKADA
BALIKESIR __ | MERKEZ 2 1 1 2 2 3 1 1 2
BALIKESIR BALYA 1
BALIKESIR BANDIRMA 1 1 1 2 1 1 1 1 2
BALIKESIR BIGADIC 1 1 1 1 1 1
BALIKESIR BURHANIYE 1 1 1 1 1 1
BALIKESIR CICEKADA
BALIKESIR CIPLAKADA
BALIKESIR DURSUNBEY 1 1 1 1
BALIKESIR __ | EDREMIT 1 1 1 1 1 1 2
BALIKESIR ERDEK. 1 1 1 1 1 1
BALIKESIR GOMEC
BALIKESIR GONEN 1 2 1 1 1 1 1
BALIKESIR GUNESADASI
BALIKESIR HARMANLI
BALIKESIR HAVRAN 1 1 1 1 1 1
BALIKESIR IVRINDI 1 1 1 1 1 1
BALIKESIR KARAADA
BALIKESIR KEPSUT 1 1 1
BALIKESIR KIZADASI
BALIKESIR MADENADASI
BALIKESIR | MANYAS 1 1 1 1 1 1
BALIKESIR MARMARA
BALIKESIR __ | PINARADASI
BALIKESIR SAVASTEPE 1 1 1 1
BALIKESIR SINDIRGI 1 1 1 1 1 1
BALIKESIR SUSURLUK 1 1 1 1 1 1 1
BALIKESIR YELICEADASI
BALIKESIR YIGITLER
I BARTIN AMASRA 1 1 1
BARTIN MERKEZ 1 2 2 2 1 1 1
BARTIN KURUCASILE
BARTIN ULUS 1 1 1 1
BATMAN MERKEZ 1 1 1 1 1 1 1
BATMAN BESIRI
BATMAN GERCUS
BATMAN HASANKEYF
BATMAN KOZLUK 1 1 1
BATMAN SASON -
BAYBURT AYDINTEPE .
BAYBURT MERKEZ 1 1 1 1 1 1 1
BAYBURT DEMIROZU
BILECIK MERKEZ 1 1 1 1 1 1
BILECIK BOZUYUK 1 1 1 1 1 1 1
BILECIK GOLPAZARI 1 1 1 1
BILECIK INHISAR
BILECIK OSMANELI 1 1 1 1 1 1
BILECIK. PAZARYERI 1 1 1
BILECIK. SOGUT 1 1 1 1 1 1
BILECIK. YENIPAZAR
BINGOL ADAKLI
BINGOL MERKEZ 1 1 1 1 1 1
BINGOL GENC
BINGOL KARLIOVA
BINGOL KIGI 1 1 1
BINGOL SOLHAN
BINGOL YAYLADERE
BINGOL YEDISU
BITLIS ADILCEVAZ 1 1 1
BITLIS AHLAT 1 1 1
BITLIS MERKEZ 1 1 1 1 1 1
BITLIS GUROYMAK
BITLIS HIZAN
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Table E.1 (continued)

Number of Branch
Digbank Garantibank Isbank Halkbank

Province District 1990. | 1995 | 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000 { 1990 | 1995 [ 2000
BITLIS MUTKI]
BITLIS TATVAN 1 1 1 1 1 1
BOLU AKCAKOCA 1 1 1 1 1 1
BOLU MERKEZ 1 1 1 1 1 1 2 2 2
BOLU CILIMLI
BOLU CUMAYERI
BOLU DORTDIVAN
BOLU DUZCE 1 1 1 1 1 1 1
BOLU GEREDE 1 1 1 1 1 1
BOLU GOLYAKA
BOLU GOYNUK 1 1 1
BOLU GUMUSOVA
BOLU KIBRISCIK 1 1 1
BOLU MENGEN 1 1 1 1 1 1
BOLU MUDURNU 1 1 1 1
BOLU SEBEN 1 1 1
BOLU YENICAGA 1 1 1 1
BOLU YIGILCA 1 1 1
BURDUR AGLASUN 1 1 1
BURDUR ALTINYAYLA
BURDUR BUCAK 1 1 1 1 1 1
BURDUR MERKEZ 1 1 1 1 2 2 2
BURDUR CAVDIR 1 1 1
BURDUR CELTIKCI
"BURDUR GOLHISAR 1 1 1 1 1 1
BURDUR KARAMANLI 1 1 1 1
BURDUR KEMER
BURDUR TEFENNI 1 1 1 1
BURDUR YESILOVA 1 1 1 1 1
BURSA BUYUKORHAN 1 1 1
BURSA GEMLIK ' 1 1 1 1 1 1 1 1 1
BURSA GURSU 1 1 1 1 1 1
BURSA HARMANCIK 1
BURSA INEGOL 1 1 1 1 1 1 2
BURSA 1ZNIK 1 1 1 1 1 1 1
BURSA KARACABEY 1 1 1 1 1 1 1
BURSA KELES 1 1 1 1 1
BURSA KESTEL 1 1 1 1 1 1
BURSA MUDANYA 1 1 1 1 1 1 1
BURSA MUSTAFAKEMALPASA 1 1 1 1 1 1 1
BURSA NILUFER 2 2 2 1 2 1 1
BURSA ORHANELI 1 1 1 1
BURSA ORHANGAZI 1 1 1 1 1 1 1
BURSA OSMANGAZI 1 1 4 4 3 71 ul n 14 71 10 11
BURSA YENISEHIR 1 1 1 1 1 1 1
BURSA YILDIRIM 1 1 1 2 2 2 1 1 1
CANAKKALE [AYVACIK 1 1 1 1 1 1
CANAKKALE | BAYRAMIC 1 1 1 1 1 1
CANAKKALE [BIGA 1 1 1 1 1 1 1
CANAKKALE | BOZCAADA
CANAKKALE | CAN 1 1 1 1 1 1
CANAKKALE [ MERKEZ 1 1 1 1 1 1 1
CANAKKALE | ECEABAT 1 1 1 1
CANAKKALE | EZINE 1 1 1 1 1 1
CANAKKALE [ GELIBOLU 1 1 1 1 1 1
CANAKKALE | GOKCEADA 1 1 1 1 1 1
CANAKKALE | LAPSEKI 1 1 1 1 1 1
CANAKKALE | TAVSANADASI
CANAKKALE | YENICE 1 1 1 1 1 1
CANKIRT ATKARACALAR
CANKIRI BAYRAMOREN
CANKIRI MERKEZ 1 1 1 1 1 1 1
CANKIRI CERKES 1 1 1 1
CANKIRT ELDIVAN
CANKIRI ILGAZ 1 1 1 1 1 1
CANKIRI KIZILIRMAK
CANKIRI KORGUN
CANKIRI KURSUNLU 1 1 1 1
CANKIRI ORTA 1 1 1
CANKIRI SABANOZU 1 1 1
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Table E.1 (continued)

Number of Branches

Digbank Garantibank isbank Halkbank
Province District 1990 {1995 {2000 | 1990 [ 1995 | 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000
CANKIRI YAPRAKLI
CORUM ALACA 1 1 1 1 1
CORUM BAYAT 1
CORUM BOGAZKALE
CORUM MERKEZ 1 1 1 1 1 1 1
CORUM DODURGA
CORUM ISKILIP 1 1 1
CORUM KARGI 1 1 1
CORUM LACIN
CORUM MECITOZU 1 1
CORUM OGUZLAR
CORUM ORTAKOY
CORUM OSMANCIK 1 1 1 1 1
CORUM SUNGURLU 1 1 1 1 1
CORUM UGURLUDAG j
DENIZLI ACIPAYAM 2 2 2 3 3
DENIZLI AKKOY
DENIZLI BABADAG 1 1 1
DENIZLI BAKLAN
DENIZLI BEKILLI 1 1 1
DENIZLI BEYAGAC ]
DENIZLI BOZKURT 1 1 1
DENIZLI BULDAN 1 1 1 1 1 1
DENIZLI CAL 1 1 1 1 1 1
DENIZLI CAMELI 1 1 1
DENIZLI CARDAK 1 1 1 1
DENIZLI CIVRIL 1 1 1 1 1 1
DENIZLI MERKEZ 1 1 1 2 2 3 4 4 3 3 3 3
DENIZLI GUNEY 1 1 1 i 1
DENIZLI HONAZ 1 1 1
DENIZLI KALE 1] 1 1 1 1
DENIZLI SARAYKOY 1 1 1 1 1 1
DENIZLI TAVAS 1 1 1 1 1 2
DIYARBAKIR | BISMIL 1 1 1 1 1 1
DIYARBAKIR | CERMIK 1 1 1
DIYARBAKIR | CINAR
DIYARBAKIR | CUNGUS 1 1 1
DIYARBAKIR | DICLE
DIYARBAKIR | MERKEZ 1 2 3 3 3 3 3

DIYARBAKIR | SILVAN 1 1 1
EDIRNE MERKEZ 3 1 1 2 3

EDIRNE ENEZ

EDIRNE HAVSA 1 1 1 1 1
EDIRNE IPSALA 1 1 1 1 1 1
EDIRNE KESAN 1 1 1 1 1 1
EDIRNE LALAPASA

EDIRNE MERIC 1

EDIRNE SULEOGLU

EDIRNE UZUNKOPRU 1 1 1 1 1 1
ELAZIG AGIN

ELAZIG ALACAKAYA

ELAZIG ARICAK

ELAZIG BASKIL

ELAZIG MERKEZ 1 1 1 1 2 3
ELAZIG KARAKOCAN 1 1
ELAZIG KEBAN

ELAZIG KOVANCILAR

ELAZIG MADEN 1 1 1
ELAZIG PALU

ELAZIG SIVRICE

ERZINCAN CAYIRLI 1 1 1
ERZINCAN MERKEZ 1 1 1 1 1 1 1 1
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Table E.1 (continued)

Number of Branch
Disbanlk Garantibank Isbanlk Halkbank -

Province District 1990 | 1995 | 2000 | 1990 {1995 | 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000
ERZINCAN KEMAH 1 1 1
ERZINCAN KEMALIYE
ERZINCAN OTLUKBELIL
ERZINCAN REFAHIYE 1 1 1 1 1 1
ERZINCAN TERCAN 1 1 2 2
ERZINCAN UZUMLU
ERZURUM ASKALE 1 1 1 2 2 2
ERZURUM CAT
ERZURUM MERKEZ 1 3 3 3 2 2 2
ERZURUM HINIS 1 1 1
ERZURUM HORASAN 1 1 1
ERZURUM ILICA 1
ERZURUM ISPIR 1 1 1 1
ERZURUM KARACOBAN
ERZURUM KARAYAZI
ERZURUM KOPRUKOY
ERZURUM NARMAN 1 1 1
ERZURUM OLTU 1 1 1 1 1
ERZURUM OLUR
ERZURUM PASINLER 1 1 1 1
ERZURUM PAZARYOLU
ERZURUM SENKAYA
ERZURUM TEKMAN
ERZURUM TORTUM
ERZURUM UZUNDERE
ESKISEHIR ALPU
ESKISEHIR BEYLIKOVA 1
ESKISEHIR CIFTELER 1 1 1 1
ESKISEHIR MERKEZ , 1 3 1 2 5 5 6 2 2 2
ESKISEHIR GUNYUZU
ESKISEHIR HAN
ESKISEHIR INONU
ESKISEHIR MAHMUDIYE 1 1 1
ESKISEHIR MIHALGAZI
ESKISEHIR MIHALICCIK 2 1 1 2 2 2
ESKISEHIR SARICAKAYA
ESKISEHIR SEYITGAZI
ESKISEHIR SIVRIHISAR 1 1 1 1
GAZIANTEP | ARABAN 1 1 1
GAZIANTEP | ISLAHIYE 1 1 1 1 1 1
GAZIANTEP | KARKAMIS
GAZIANTEP | NizZIP 1 1 1 1 1 1
GAZIANTEP | NURDAGI
GAZIANTEP | OGUZELI 1 1 1 1
GAZIANTEP | SAHINBEY i 1 1 5 5 8 2 3 3
GAZIANTEP | SEHITKAMIL 1 1 1 1 1 2 2
GAZIANTEP | YAVUZELI
GIRESUN ALUCRA 1 1 1
GIRESUN BULANCAK 1 1 I 1 1 1
GIRESUN CAMOLUK
GIRESUN CANAKCI
GIRESUN DERELI 1 1 1 1
GIRESUN DOGANKENT :
GIRESUN ESPIYE 1 1 1 1
GIRESUN EYNESIL 1 1 1
GIRESUN MERKEZ 1 2 2 1 1 1 1
GIRESUN GORELE 1 1 1 1 1 1
GIRESUN GUCE
GIRESUN KESAP 1 1 1 1
GIRESUN PIRAZIZ : 1 1 1
GIRESUN SEBINKARAHISAR 1 1 1 1 1 1
GIRESUN TIREBOLU 1 1 1 1 1 1
GIRESUN YAGLIDERE
GUMUSHANE | MERKEZ 1 1 1 1 1 1
GUMUSHANE | KELKIT 1 1 1 1 1 1
GUMUSHANE [ KOSE :
GUMUSHANE [ KURTUN
GUMUSHANE [ SIRAN 1 1 1 1
GUMUSHANE | TORUL 1 1 1 1
HAKKARI CUKURCA
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Table E.1 (continued)

Number of Branches

Disb Garantibank Isban} Halkbank
Province District 1990 | 1995 | 2000 [ 1990 | 1995 ] 2000 | 1990 | 1995 [ 2000 | 1990 | 1995 [ 2000
HAKKARI MERKEZ 1 1 1 1 1 1
HAKKARI SEMDINLI
HAKKARI YUKSEKOVA 1 1 1
HATAY ALTINOZU
HATAY MERKEZ 1 1 1 2 2 2 1 2 2
HATAY BELEN
HATAY DORTYOL 2 2 2 2 2 2
HATAY ERZIN 1 1 1 1 1
HATAY HASSA 1 1 1
HATAY ISKENDERUN 1 1 1 1 4 3 3 1 1 1
HATAY KIRIKHAN 1 1 1 1 1 1
HATAY KUMLU
HATAY REYHANLI 1 1 1 1 1 1
HATAY SAMANDAGI . 1 i 1 1 1 1
HATAY YAYLADAGI 1 1 1
ICEL ANAMUR 1 1 1 1 1 1
ICEL AYDINCIK
ICEL BOZYAZI
ICEL CAMLIYAYLA
ICEL ERDEMLI 2 2 2 1 1 1
ICEL GULNAR 1 1 1
ICEL MERKEZ 1 2 3 4 2 3 6 8 10 3 7 7
ICEL MUT 1 1 1 1 1 1
ICEL SILIFKE 2 2 2 1 1 2
ICEL TARSUS 1 i 1 1 1 1 1 1
IGDIR ARALIK
IGDIR MERKEZ 1 1 1 1 1 1
IGDIR KARAKOYUNLU
IGDIR TUZLUCA 1 1 1
ISPARTA AKSU
ISPARTA ATABEY
ISPARTA EGIRDIR 1 1 1 1 1 1
ISPARTA GELENDOST 1 1 1 1 1 1
ISPARTA GONEN
ISPARTA MERKEZ 1 i 1 2 2 2 2 2 2
ISPARTA KECIBORLU 1 1 1 1 1
ISPARTA SARKIKARAAGAC 1 1 1 1 1 1
ISPARTA SENIRKENT 1 1 1 1
ISPARTA SUTCULER 1 1 1
ISPARTA ULUBORLU 1 1 1 1
ISPARTA YALVAC 1 1 1 1 1 1
ISPARTA YENISARBADEMLI
ISTANBUL BAGCILAR 4 3 3 8 2 2 3 1
ISTANBUL BAHCELIEVLER 2 2 3 3 4 4 1 1
ISTANBUL BAKIRKOY 1] 1 5 4 6 9 11 11 12 1 1 1
ISTANBUL BAYRAMPASA 1 1 1 2 2 4 1 2 3 1 1 1
ISTANBUL BESIKTAS 1 1 6 5 5 11 15 15 17 1 2 2
ISTANBUL BEYKOZ 1 1 4 3 4 1 1 1
ISTANBUL BEYOGLU 1 1 2 8 8 8] 21 17 17 5 6 6
ISTANBUL BURGAZADASI
ISTANBUL BUYUKADA 1 1 1
ISTANBUL BUYUKCEKMECE 2 1 1 4 2 2 4 1 2
ISTANBUL CATALCA - 1 1 1 1 1 1
ISTANBUL EMINONU 1 1 3 6 5 11 23 22 18 6 8 9
ISTANBUL ESENLER 1 1 2 1 1 1 2 2 2
ISTANBUL EYUP 1 2 2 2 8 7 7 3 3 4
ISTANBUL FATIH 2 7 5 4 18 13 14 2 3 3
ISTANBUL GAZIOSMANPASA 1 1 1 3 2 2 2 1 1 1
ISTANBUL GUNGOREN 1 1 2 3 3 4 4 4 4 2 2 2
ISTANBUL HEYBELIADA 1 1 1
ISTANBUL KADIKOY 1 1 9 9 13 2| 26| 29 31| 4 7 7
ISTANBUL KAGITHANE 2 3 3 5 4 4 4 1 1 1
ISTANBUL KARTAL 1 1 2 3 2 3 4 4 6 2 2 2
ISTANBUL KINALIADA
ISTANBUL KUCUKCEKMECE 3 3 3 4 4 4 5 1 2 2
ISTANBUL PENDIK 3 2 3 5 3 5 7 1 2 2
ISTANBUL SARIYER 2 1 2 4 5 5 7 1] .2 2
ISTANBUL SEDEFADASI
ISTANBUL SILE 1 1 1 1 1 1
ISTANBUL SILIVRI 1 1 1 1 1 1 1
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Table E.1 (continued)

. Number of Branch
Digbank Garantibank Isbank Halkbank

Province District 1990 | 1995 | 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000
ISTANBUL SISLI 2 2 4 9 11 18 14 15 15 4 4 4
ISTANBUL SISLI AYAZAGA : 1
ISTANBUL UMRANIYE 3 2 4 2 3 4 2 2 2
ISTANBUL USKUDAR 1 1 2 3 8 8 8 1 3 3
ISTANBUL YASSIADA
ISTANBUL ZEYTINBURNU 1 2 2 3 6 6 6 1 1 1
1IZMIR ALIAGA 1 3 3 3 1 1 1
IZMIR BALCOVA 1 1 1 1 1 1 1
IZMIR BAYINDIR 1 1 1 1
1ZMIR BERGAMA 1 2 1 1 1 1 1
1ZMIR BEYDAG 1 1 1
IZMIR BOGAZADASI
1ZMIR BORNOVA 1 1 1 2 1 3 6 7 8 4 5 6
IZMIR BUCA 1 3 3 4 2 3 3
IZMIR CARUFAADASI
1ZMIR CESME 2 3 3 1 1 1
IZMIR CICEKADALARI
IZMIR CIGLI 1 1 1 2 1 1 1
1ZMIR CIRAHANADASI
1ZMIR DIKILI 1 1 1 1 1 1
1ZMIR DOGANADASI
IZMIR FOCA 1 1 1 1
1ZMIR GAZIEMIR 1 1 1 1 2 2 2 1 1 2
1ZMIR GUZELBAHCE 1 1 1 1 1 1
1ZMIR HEKIMADASI
1ZMIR KARAADA
IZMIR KARAADASI
1ZMIR KARABURUN
IZMIR KARSIYAKA ‘1 1 1 2 1 1 10 10 10 2 4 4
1ZMIR KEMALPASA 2 1 1 1 1 1
IZMIR KINIK 1 1 1 1 1 1
1ZMIR KIRAZ 1 1 1 1 1 1
IZMIR KONAK 1 1 4 15 7 10 34 32 32 10 18 19
1ZMIR KUCUK UZUNADA
1ZMIR KUCUKADA
IZMIR MARDALICADASI
1ZMIR MENDERES 1 2 2 2 1 1 1
IZMIR MENEMEN 1 1 1 1 1 1 2
IZMIR NARLIDERE 1 1 1 1 1 1 1
1ZMIR ODEMIS 1 3 1 1 1 1 1
1ZMIR ORAKADASI
IZMIR SEFERTHISAR 1 1 1 1 1 1
IZMIR SELCUK 2 2 2 1 1 1
1ZMIR TAVSANADASI
1ZMIR TIRE 1 2 2 2 1 1 1
1ZMIR TOPRAKADA
1ZMIR TORBALI 1 1 1 1 1 1
IZMIR URLA 1 1 1 1 1 1
IZMIR UZUNADA
1ZMIR YILANADA
KAHRAMANMARAS | AFSIN 1 1 1 1 1
KAHRAMANMARAS | ANDIRIN 1 1 1
KAHRAMANMARAS | CAGLAYANCERIT
KAHRAMANMARAS | EKINOZU
KAHRAMANMARAS | ELBISTAN 1 1 1 1 1 1
KAHRAMANMARAS | GOKSUN 1 1 1 1
KAHRAMANMARAS | MERKEZ 1 1 1 2 2 2 1 1 2
KAHRAMANMARAS | NURHAK
KAHRAMANMARAS | PAZARCIK 1 1 1 1 1 1 1
KAHRAMANMARAS | TURKOGLU 1
KARABUK MERKEZ 1 1 1 1 1 1 1
KARABUK OVACIK
KARABUK YENICE 1 1 1 1 1
KARABUK EFLANI
KARABUK ESKIPAZAR 1 1 1 1
KARABUK SAFRANBOLU 2 2 2 1 1 1
KARAMAN AYRANCI
KARAMAN BASYAYLA
KARAMAN ERMENEK 1 1 1 1 1 1
KARAMAN MERKEZ 1 1 1 1 1 1 1 1 1
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Table E.1 (continued)

Number of Branch

Dighank Garantibank Isbank Halkbank
Province District 1990 {1995 [ 2000 | 1990 | 1995 | 2000 | 1990 | 1995 [ 2000 | 1990 | 1995 | 2000
KARAMAN KAZIMKARABEKIR
KARAMAN SARIVELILER
KARS AKYAKA
KARS ARPACAY
KARS DIGOR
KARS KAGIZMAN 1 1 1
KARS MERKEZ 1 1 1 1 1 1 1
KARS SARIKAMIS 1 1 1 1 1 1
KARS SELIM
KARS SUSUZ
KASTAMONU | ABANA 1 1 1
KASTAMONU | AGLI
KASTAMONU [ ARAC 1 i 1 1
KASTAMONU [ AZDAVAY
KASTAMONU | BOZKURT 1 1 1
KASTAMONU | CATALZEYTIN 1 1 1
KASTAMONU | CIDE 1 1 1 1 1 1
KASTAMONU | DADAY 1 1 1 1
KASTAMONU | DEVREKANI 1 i 1 1
KASTAMONU | DOGANYURT
KASTAMONU | HANONU
KASTAMONU | IHSANGAZI
KASTAMONU | INEBOLU 1 1 1 1 1 1
KASTAMONU | MERKEZ 1 1 1 1 2 2 2
KASTAMONU { KURE 1
KASTAMONU | PINARBASI
KASTAMONU [ SENPAZAR
KASTAMONU [ SEYDILER
KASTAMONU | TASKOPRU 1 1 1 1 1 1
KASTAMONU | TOSYA 1 1 1 1 1 1
KAYSERI AKKISLA
KAYSERI BUNYAN 1 1 1 1
KAYSERI DEVELLI 1 1 1 1 1 1
KAYSERI FELAHIYE 1 1 1 1 1 1
KAYSERI HACILAR
KAYSERI INCESU 1 1 1 1
KAYSERI KOCASINAN 2 2 2 1 1 1
KAYSERI MELIKGAZI 1 3 1 2 5 5 6 3 3 3
KAYSERI OZVATAN
KAYSERI PINARBASI 1 1 1 1 1 1
KAYSERI SARIOGLAN
KAYSERI SARIZ 1 1 1
KAYSERI TALAS , 1
KAYSERI TOMARZA 1 1 1 1 1 1
KAYSERI YAHYALI 1 1 1 1
KAYSERI YESILHISAR 1 1 1 1
KILIS MERKEZ 1 1 1 1 1 1
KIRIKKALE | BAHSILI
KIRIKKALE | BALISEYH
KIRIKKALE | CELEBI
KIRIKKALE | DELICE 2 2 2
KIRIKKALE | KARAKECILI
KIRIKKALE | KESKIN 1 1 1 1 1 1
KIRIKKALE | MERKEZ 1 1 1 1 1 1 1
KIRIKKALE SULAKYURT 1 1 1
KIRIKKALE | YAHSIHAN
KIRKLARELI | BABAESKI 1 1 1 1 1 1 1
KIRKLARELI | DEMIRKOY 1 1 1 1
KIRKLARELI | MERKEZ 1 1 1 1 1 1 1
KIRKLAREL] | KOFCAZ
KIRKLARELI | LULEBURGAZ 1 1 1 1 1 1 1 1 1
KIRKLARELI | PEHLIVANKOY 1 1 1
KIRKLAREL] | PINARHISAR 1 1 1 1 1 1
KIRKLARELI | VIZE 1 1 1 1 1 1
KIRSEHIR AKCAKENT
KIRSEHIR AKPINAR
KIRSEHIR BOZTEPE
KIRSEHIR CICEKDAGI
KIRSEHIR KAMAN 1 1 1 1 1 1
KIRSEHIR MERKEZ 1 1 1 1 1 1 1
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Table E.1 (continued)

Number of Br

Disbank Garantibank isbank Halkbank
Province District 1990 ] 1995 | 2000 | 1990 1995 | 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000
KIRSEHIR MUCUR 1 1 1 1
KOCAELI GEBZE 1 1 1 1 3 4 4 1 1 2
KOCAELI GOLCUK 1 1 1 2 2 2 1 1 1
KOCAELI KANDIRA 1 1 1 1 1 1
KOCAELI KARAMURSEL 1 1 1 1 1 1
KOCAELI MERKEZ 1 3 1 2 6 6 6 2 2 2
KOCAELI KORFEZ 2 2 2 2 2 2
KONYA AHIRL]
KONYA AKOREN
KONYA AKSEHIR 1 2 1 1 1 1 1
KONYA ALTINEKIN
KONYA BEYSEHIR 1 1 1 1 2 2
KONYA BOZKIR 1 1 1 1 1
KONYA CELTIK
KONYA CIHANBEYLI 1 1 1 1 1 1
KONYA CUMRA 1 1 1 1
KONYA DERBENT
KONYA DEREBUCAK
KONYA DOGANHISAR 1 1 1 1
KONYA EMIRGAZI
KONYA EREGLI 1 1 1 1 2 2 2
KONYA GUNEYSINIR
KONYA HADIM 1 1 1
KONYA HALKAPINAR
KONYA HUYUK
KONYA ILGIN 1 1 1 1 1 1
KONYA KADINHANI 1 1 1
KONYA KARAPINAR 1 1 1 1
KONYA KARATAY 3 1 1 4 4 4 2 2 2
KONYA KULU 1 1 I 1 1 1
KONYA MERAM 1 1 1
KONYA SARAYONU 1 1 1 1
KONYA SELCUKLU 1 1 1 2 1 2 2
KONYA SEYDISEHIR 1 1 1 1 1
KONYA TASKENT
KONYA TUZLUKCU
KONYA YALIHUYUK
KONYA YUNAK 1 1 1 1 1 1
KUTAHYA ALTINTAS 1 1 1
KUTAHYA ASLANAPA
KUTAHYA CAVDARHISAR
KUTAHYA DOMANIC 1 1 1
KUTAHYA DUMLUPINAR
KUTAHYA EMET 1 1 1 1
KUTAHYA GEDIZ 1 1 1 1 1 1
KUTAHYA HISARCIK
KUTAHYA MERKEZ 1 1 1 1 2 2 2
KUTAHYA PAZARLAR
KUTAHYA SAPHANE 1 1 1
KUTAHYA SIMAV 1 1 1 1 1 1
KUTAHYA TAVSANLI 1 1 2 2 2 2
MALATYA AKCADAG 1
MALATYA ARAPKIR 1 1 1 1
MALATYA ARGUVAN
MALATYA BATTALGAZI
MALATYA DARENDE 1 1 1 1
MALATYA DOGANSEHIR 1 1 1 1
MALATYA DOGANYOL .
MALATYA HEKIMHAN 1 1 1 1 1
MALATYA KALE DENIZLI
MALATYA KULUNCAK
MALATYA MERKEZ 1 1 1 1 3 3 3 2 3 3
MALATYA POTURGE
MALATYA YAZIHAN :
MALATYA YESILYURT 1
MANISA AHMETLI 1 1 1 1 1 1
MANISA AKHISAR 1 2 1 1 1 1 1
MANISA ALASEHIR 1 1 1 1 1 1 1
MANISA DEMIRCI 1 1 1 1 1 1
MANISA GOLMARMARA 1 1 1 1
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Table E.1 (continued)

Number of Branch

Digbank Garantibank Isbank Halkbank
Province District 1990 [ 1995 [ 2000 [ 1990 | 1995 { 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000
MANISA GORDES 1 1 1 1 1 1
MANISA KIRKAGAC 1 1 1 1 1 1
MANISA KOPRUBASI 1 1 1
MANISA KULA 1 1 1 1 1 1
MANISA MERKEZ 1 1 4 4 3 1 1 1
MANISA SALIHLI 1 1 1 1 1 1 1
MANISA SARIGOL 1 1 1 1 1 1
MANISA SARUHANLI 1 1 1 1 1 1
MANISA SELENDI 1
MANISA SOMA 1 1 1 1 1 1
MANISA TURGUTLU 1 1 1 1 1 1 1
MARDIN DARGECIT ,
MARDIN DERIK
MARDIN KIZILTEPE 1 1 1 1 1 1
MARDIN MERKEZ 1 1 1 1 1 1
MARDIN MAZIDAGI
MARDIN MIDYAT 2 1 1 1 1 1
MARDIN NUSAYBIN 1 1 1 1 1 1
MARDIN OMERLI 1
MARDIN SAVUR
MARDIN YESILLI
MUGLA BODRUM 1 1 1 i 1 1 3 1 1 3
MUGLA DALAMAN 2 2 2 1 1 1
MUGLA DATCA 2 2 2 1 1
MUGLA FETHIYE 1 1 1 1 1 1 1 1 1
MUGLA KAVAKLIDERE
MUGLA KOYCEGIZ 1 1 1 1 1 1
MUGLA MARMARIS 1 1 1 2 2 3 1 1 1
MUGLA MILAS 2 2 3 1 1 1
MUGLA MERKEZ 1 1 1 1 1 1 1
MUGLA ORTACA 1 2 2 2 1 1 1
MUGLA ULA 1 1 1 1
MUGLA YATAGAN 1 1 1 1 1 1
MUS BULANIK 1 1 1
MUS HASKOY
MUS KORKUT
MUS MALAZGIRT 1 1
MUS MERKEZ 1 1 1 1 1 1
MUS VARTO 1 1 1 1
NEVSEHIR ACIGOL
NEVSEHIR AVANOS 2 1 1 1 1 1
NEVSEHIR DERINKUYU 1 1 1
NEVSEHIR GULSEHIR : 1 1 2 1 1 1
NEVSEHIR HACIBEKTAS 1 1 1 i
NEVSEHIR KOZAKLI] 1 1 1 1
NEVSEHIR MERKEZ 1 2 2 2 1 1 1
NEVSEHIR URGUP 1 1 1 1 1 1 1
NIGDE ALTUNHISAR
NIGDE BOR 1 1 1 2 2 2
NIGDE CAMARDI
NIGDE CIFTLIK
NIGDE MERKEZ 1 1 1 1 1 1 1 1 1
NIGDE ULUKISLA 1 1 1 1
ORDU AKKUS 1 1 1
ORDU AYBASTI 1 1 1 1
ORDU CAMAS
ORDU CATALPINAR
ORDU CAYBASI 1 1 1
ORDU FATSA 1 1 1 1 1 1 1
ORDU GOLKOY 1 1 1
ORDU GULYALI
ORDU GURGENTEPE
ORDU 1KIZCE
ORDU KABADUZ
ORDU KABATAS
ORDU KORGAN 1 1 1
ORDU KUMRU 1 1 1
ORDU MESUDIYE 1 1 i 1
ORDU MERKEZ 1 2 2 2 1 1 1
ORDU PERSEMBE 1 1 1 1 1 1
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Table E.1 (continued)

Number of Branches

Dist Garantibank Ishank Halkbank
Province District 1990 | 1995 | 2000 {1990 | 1995 | 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000
ORDU ULUBEY 1 1 1 1
ORDU UNYE 1 1 1 1 1 1 1
OSMANIYE BAHCE 1 1 1
OSMANIYE DUZICI 1 1 1 1 1 1
OSMANIYE KADIRLI 1 1 1 1 1 1
OSMANIYE MERKEZ 1 1 1 1 1 1 1
RIZE ARDESEN 1 1 1 1 1 1
RIZE CAMLIHEMSIN
RIZE CAYELI 1 1 1 1 1 1
RIZE DEREPAZARI
RIZE FINDIKL] 1 1 1 1
RIZE GUNEYSU
RIZE HEMSIN
RIZE IKIZDERE
RIZE IYIDERE 1
RIZE KALKANDERE i 1 1 1
RIZE PAZAR RIZE 1 1 1 1 1 1
RIZE MERKEZ 1 1 1 1 1 1 1
SAKARYA MERKEZ 2 5 51 .3 2 2 2
SAKARYA AKYAZI 1 1 1 1 1 1
SAKARYA FERIZL]
SAKARYA GEYVE 1 1 1 1 1 1
SAKARYA HENDEK 1 1 1 1 1 1
SAKARYA KARAPURCEK :
SAKARYA KARASU 1 1 1 1 1 1
SAKARYA KAYNARCA 1 1 1
SAKARYA KOCAALIL : 1 1 1
SAKARYA PAMUKOVA 1 1 1 1
SAKARYA SAPANCA 1 1 1 1 1 1
SAKARYA SOGUTLU
SAKARYA TARAKLI
SAMSUN ALACAM 1 1 1 1
SAMSUN ASARCIK -
SAMSUN AYVACIK
SAMSUN BAFRA 1 1 1 1 1 1 1
SAMSUN CARSAMBA 1 1 1 1 1 1 1
SAMSUN HAVZA 1 1 1 1 1 1
SAMSUN KAVAK 1 1 1 1
SAMSUN LADIK 1 1 1 1 1
SAMSUN ONDOKUZ MAYIS
SAMSUN SALIPAZARI
SAMSUN MERKEZ 2 1 1 5 5 5 4 5 5
SAMSUN TEKKEKOY
SAMSUN TERME 1 1 1 1 1 1
SAMSUN VEZIRKOPRU 1 1 1 1 1 1
SAMSUN YAKAKENT
SANLIURFA | AKCAKALE 1 1 1
SANLIURFA | BIRECIK 1 1 1 1 1 1 1
SANLIURFA | BOZOVA
SANLIURFA | CEYLANPINAR 1 1 1
SANLIURFA | HALFETI
SANLIURFA | HARRAN
SANLIURFA | HILVAN
SANLIURFA | MERKEZ 1 1 1 1 1 2 2 3
SANLIURFA | SIVEREK 1 1 1 1 1 1
SANLIURFA | SURUC 1 1 1 1 1
SANLIURFA | VIRANSEHIR 1 1 1 1 1 1
SIIRT AYDINLAR
SIIRT BAYKAN
SIRT ERUH
SIIRT KURTALAN - 1 1 1
SIRT PERVARI
SIIRT SIIRT MERKEZ 1 i 1 1 1 1
SURT SIRVAN )
SINOP AYANCIK 1 1 1 1 1 1
SINOP BOYABAT 1 1 1 1 1 1
SINOP DIKMEN
SINOP DURAGAN 1 1 1
SINOP ERFELEK 1
SINOP GERZE 1 1 1 1 1 1
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Table E.1 (continued)

Number of Branch

Digbank Garantibank isbank
Province District 1990 | 1995 {2000 | 1990 | 1995 | 2000 | 1990 | 1995
SINOP SARAYDUZU
SINOP MERKEZ 1 1
SINOP TURKELI 1 1
SIRNAK BEYTUSSEBAP
SIRNAK CIZRE 1 1
SIRNAK GUCLUKONAK
SIRNAK IDIL
SIRNAK SILOPI
SIRNAK MERKEZ
SIRNAK ULUDERE
SIVAS AKINCILAR
SIVAS ALTINYAYLA
SIVAS DIVRIGI 1 1
SIVAS DOGANSAR
SIVAS GEMEREK i 2 2
SIVAS GOLOVA
SIVAS GURUN 1
SIVAS HAFIK
SIVAS IMRANLI 1 1 1 1
SIVAS KANGAL 1 1 1 1
SIVAS KOYULHISAR 1 1 1 1
SIVAS SARKISLA 1 1 1 1 i 1
SIVAS MERKEZ 1 2 2 2 2 2
SIVAS SUSEHRI i 1 1 1 1
SIVAS ULAS
SIVAS YILDIZELI 1 |
SIVAS ZARA 1 1 1 1 1 1
TEKIRDAG CERKEZKOY 1 1 1 1 1 1 1
TEKIRDAG CORLU 1 1 1 1 1 2 1 1 1
TEKIRDAG HAYRABOLU 1 1 1 1 1 1 1
TEKIRDAG MALKARA 1 1 1 1 1 1 1
TEKIRDAG MARMARAEREGLISI
TEKIRDAG MURATLI 1 1 1 1
TEKIRDAG SARAY 2 2 2 1 1 1
TEKIRDAG SARKOY 1 1 1 1 1 1
TEKIRDAG MERKEZ 1 1 1 2 2 2
TOKAT ALMUS 1 1 1
TOKAT ARTOVA
TOKAT BASCIFTLIK
TOKAT ERBAA 1 1
TOKAT NIKSAR 1 2
TOKAT PAZAR
TOKAT RESADIYE i
TOKAT SULUSARAY
TOKAT MERKEZ 1 1 2 2 2 2
TOKAT TURHAL 1 1 1 1 1 1
TOKAT YESILYURT ] .
TOKAT ZILE 1 i 1 1 1
TRABZON AKCAABAT 1 1 1 1 1 1
TRABZON ARAKLI 1 1 1 1 1 1
TRABZON ARSIN 1 1 1
TRABZON BESIKDUZU 1 1 1 1 1
TRABZON CARSIBASI 1 1 1
TRABZON CAYKARA 1 1 1 1
TRABZON DERNEKPAZARI
TRABZON DUZKOY
TRABZON HAYRAT
TRABZON KOPRUBASI
TRABZON MACKA 1 1 1
TRABZON OF 1 1 1 1
TRABZON SALPAZARI 1 1
TRABZON SURMENE 1 1 1 1 1
TRABZON TONYA 1 1 1 1
TRABZON MERKEZ 1 2 4 4 3 4 5
TRABZON VAKFIKEBIR 1 1 1 1 1
TRABZON YOMRA 1 1 1 1
TUNCELI CEMISGEZEK 1 1 1
TUNCELI HOZAT
TUNCELI MAZGIRT
TUNCELI NAZIMIYE

348



Table E.1 (continued)

Number of Br

Digbank Garantibank Isbank Halkbank
Province District 1990 [ 1995 | 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000 | 1990 | 1995 | 2000
TUNCELI OVACIK ]
TUNCELI PERTEK
TUNCELI PULUMUR 1
TUNCELI MERKEZ 1 1 1 1 1 1
USAK BANAZ 1 1 1 1 1 1
USAK ESME 1 1 1 1 1 1
USAK. KARAHALLI 1 1 1 1
USAK. SIVASLI 1 1 1 1 1 1
USAK ULUBEY 1 1 1 1
USAK MERKEZ 1 1 1 1 1 1 1 i 1
VAN BAHCESARAY
VAN BASKALE
VAN CALDIRAN
VAN CATAK
VAN EDREMIT
VAN ERCIS 1 1 i 1 1
VAN GEVAS
VAN GURPINAR
VAN MURADIYE
VAN OZALP
VAN SARAY VAN
VAN MERKEZ . 1 1 1 2 1 1
YALOVA MERKEZ 1 1 1 1 1 i 2
YOZGAT AKDAGMADENI 1 1 1 1 1
YOZGAT AYDINCIK .
YOZGAT BOGAZLIYAN 1 1 1 1 1
YOZGAT CANDIR 1
YOZGAT CAYIRALAN 1 1 1 1 1
YOZGAT CEKEREK 1 1
YOZGAT KADISEHRI
YOZGAT SARAYKENT .
YOZGAT SARIKAYA 1 1 1 1 1 1
YOZGAT SEFAATLI 1 1 1 1 1 1
YOZGAT SORGUN 1 1 1 1 1 1
YOZGAT YENIFAKILI 1 1 1
YOZGAT YERKOY 1 1 1 1 1 1
YOZGAT MERKEZ 1 1 1 1 1 1 1
ZONGULDAK [ ALAPLI 1 1 1 1
ZONGULDAK | CAYCUMA 1 1 1 1 1 1 1
ZONGULDAK | DEVREK 1 1 1 1 1 1 1
ZONGULDAK | EREGLI 1 1 1 1 1 1 1
ZONGULDAK. | GOKCEBEY 1 1 1 1
ZONGULDAK. | MERKEZ 1 1 1 5 3 3 3 3
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