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TÜSIAD Chief Economist Izmen: “The Medium Term Programme has cleared some uncertainties but is still far from meeting expectations.”

TÜSIAD’s Chief Economist Ümit Izmen evaluated the Medium Term Programme. According to his assessment:

“The Medium Term Programme expected to be announced since June shows that, in general terms, the sizes of economies have been identified in a realistic manner. This framework that is consistent with TÜSIAD’s projections for 2009 will help minimise uncertainties in the economy as well as eradicate question marks concerning the government’s policies on the way out of the crisis.

Looking at the programme, the government’s economic policies as regards finding a way out of the crisis appear to be built on a firm stance towards inflation as well as a gradual recovery for fiscal policy.

The main sizes projected for public financing show that the trend towards increased public spending will continue and that a high performance is expected in terms of revenues. It is expected that it will be difficult to achieve the projected increase in revenues without changing tax rates and that, under these circumstances, the budget deficit will be higher than the level anticipated. The programme stresses that preparations for the long-awaited financial rule will be completed in 2010, suggesting that budgetary discipline will only be established after 2011.

The financing of the budget deficit is not clearly presented in the Medium Term Programme. The size and financing of the public sector deficit is crucial in terms of sustaining public debt as well as balancing growth, interests, exchange rates, and inflation. It will be possible to make healthier comments on these issues after the Medium Term Financial Framework is announced.

The structural reforms identified so as to achieve the programme’s main objectives include more concrete measures compared with the areas of structural reform in past years. These reforms are imperative to achieve sustainable and high growth levels. However, the presence of certain chapters that have been included but not realised in previous programmes leaves doubts as to the determination to forge the anticipated reforms and thus achieve the targets laid out in the Medium Term Programme. 

In conclusion, while the Medium Term Programme does rid uncertainties to a certain degree, it is far from meeting expectations amid the most serious economic crisis experienced since World War II. 
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