224

Chapter 10

The Potential Correlation
Between Organizational
Structure and Financial
Sustainability in Turkish

Local Government:
The Case of Mugla Municipalities

Ceray Aldemir
Mugla Sitki Kogman University, Turkey

Tugba Ucma Uysal
Mugla Sitkt Kogman University, Turkey

ABSTRACT

Throughout the membership process of the EU, Turkey has undergone various
transformations in public administration structure. For this reason, the financial
and public transformation experienced by Turkey in the Europeanization process
must be evaluated. Financial localization and financial sustainability (FS) in local
governments are one of the reflections of this transformation. Despite being a non-
profit structure, financial sustainability seems to be extremely important in terms of
local government units. Financial and economic crises, especially those at global
level, have highlighted the need to address FS in non-profit bodies. In the light of
the above-mentioned explanations, this chapter analyses the potential correlation
between organizational structure and FS in Turkish Local Government—focusing
on 14 municipalities in Mugla City—by conducting in-debt interviews. Therefore,
the main aim of this chapter is to show the interest of local governments to use
voluntary reporting, in terms of ethical-social-environmental, as a tool for financial
sustainability.
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Correlation Between Organizational Structure and Financial Sustainability
INTRODUCTION

In Turkey’s local governments’ history, it is obvious to see that the Western
system of local governments is not too old. Most of the services provided by local
governments in the West were carried out by institutions such as artisan organizations
and foundations in the Ottoman Empire. After the declaration of the Republic in
1923, a foundation of a monumental structure was laid, and a different structure was
made from the Ottoman. Along with the first constitution adopted in 1924, local
governments were regarded as a part of the administration. And this was later found
inall ongoing constitutional arrangements. Today, within the Turkish Administration
system, local administrations are defined as “Public corporate entities established
to meet the common local needs of the inhabitants of provinces, municipal districts
and villages. Their establishment and structure are determined by law. Decision-
making organs of local administrations are elected (by free elections, secret ballot,
universal suffrage) as described in law. The formation, duties and powers of the
local administrations shall be regulated by law in accordance with the principle of
local administration. The formation of local administrative bodies into a union with
the permission of the Council of Ministers for the purpose of performing specific
public services; and the functions, powers, financial and security arrangements of
these unions, and their reciprocal ties and relations with the central administration,
shall be regulated by law.”

When one focuses on this definition, it can be said that the transfer and sharing
of authority between the central government and the local governments constitutes
the backbone of the Turkish Local Government system. Studies in the literature
have also shown that resource sharing between local governments and central
government is the most important issue of public financial systems (Yilmaz, Emil,
& Kerimoglu, 2012, p. 37) Article 127 of the Constitution is also worthy of the
importance of this issue. According to this; local administrations should be allocated
financial resources in proportion to their functions. But despite this provision of the
Constitution, the most important problem that local governments face today is that
there is no effective model for allocating national resources among governments
(Kerimoglu & Yilmaz, 2005).

Throughout the membership process of the European Union, Turkey has
undergone various transformations in this sense. For this reason, the financial and
public transformation experienced by Turkey in the Europeanization process must
be evaluated. Localization, financial localization and financial sustainability in
local governments are one of the reflections of this transformation. Despite being
a non-profit structure, financial sustainability seems to be extremely important in
terms of local government units. Financial and economic crises, especially those
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