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In the literature, there are two views that support the existence of state owned banks. In
the “political” view, politicians use state-owned banks to provide employment, subsidies and
other benefits to supporters, who return the favor in the form of votes, political
contributions and bribes. The classic “development view” of state-owned banks is that
government ownership can stimulate growth when economic institutions are not sufficiently
developed for private banks to meet financing needs. In both the political and development
views, the rationale for state-owned banks is to finance projects that otherwise would not
be funded. In this paper, we empirically explore whether banking activities of state-owned
banks in Turkey provide evidence on the “development” or “political” view at the provincial
level. Our results support the political view for the existence of state banks. We find that
credits provided by private banks have positive impact on the per capita real GDP. Unlike
private bank credits, credits provided by state-owned banks do not have significant effect on
local growth.

Na brezplacni seminar, ki bo v angleSkem jeziku, se lahko prijavite v pisarni RCEF po
telefonu (01) 58-92-489, ali po e-posti na naslov rcef@ef.uni-li.si, do torka, 10. junija 2008.
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