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" FoREWORD

 TURKISH ECONOMY 1982 is the latest of a series of TUSIAD pub-
5111cations designed to provide reliable, concise and up-to-date
-jinformation about the state of and recent developments within
B:he TURKISH ECONOMY. -

; However, it is emphasised that this Report is not an official
Mstatement by or on behalf of the Turkish Government, nor is it
fnecessarily,a reflection of the views and opinions of members of
#ihe TURKISH INDUSTRIALISTS AND BUSINESSMEN'S ASSOCIATION.

; The principal message contained -in this Report is that, thanks
flto the stringent application of the Economic Stabilization Programme
f#of January 24, 1980, as amended and revised in the light of deve-
liopments during the past two-and-a-half years, an externally ori-
dented, free market economy has begun to emerge in Turkey.

If, as is generally expected, the authorities continue to adapt
the programme to meet changing conditions, further and considerable
WimprOVQments in the Turkish economic situation and in the country's
Heconomic performance will result, to the mutual benefit of this
ﬂcountry and its trading partners. The need is for further reduced
Binflation at. home, for cheaper goods for the Turkish consumer and
ffor buyers abroad, new incentives for more investment and Hhigher
wproductivity, more and more attractive opportunities for foreign
iinvestors,-a bigger export-import trade turnover and the further
leasing of restrictions on Turkish contractors' activities abroad.

As a country still in the process of industrialisation, Turkey's
fprincipal aims today snould be increased investment and productivity,
jhigher real incomes, increased foreign exchange revenues to help
Jmeet the pressures of population growth and to secure, in due
fcourse, greater equality in the distribution of incomes.

: This report was prepared by the TUSIAD research staff, which
HEncluded (in alphabetical order) Tufan Cinarsoy, Nilgun Demirtas,
Kulcin Gurkan, E.Ihsan Ozol and Hayri Urguplu, assisted by Prois.
Prs.Erdogan Alkin and Demir Demirgil, in their respective fields
Pf specialisation. - ' : :

I Final editing was by E.Ilhsan Ozol, Secretatry General of TUSIAD,
jend Dr.Hayri Urguplu, Special Advisor to the Association, Thanks

are due to Leyla Dincmen and Gunay Erler for their secretarial and
Production work. '

The main sources used in the preparation of this Report were the
fvarious publications of the State Planning Organisation, the Ministry
0f Finance and other Ministries, the Central Bank and the State
Enstitute of Statistics, of the ANKA, EBA and IKA News Agencies

#nd of the IMF, the IBRD and the OECD.

TUSIAD hopes that this Report will make a useful contribution to
fthe achievement of Turkey's aim to join the ranks of the industrialised
Nations within the course of the next decade.
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SUMMARY AND CONCLUSIONS

Two-and-a-half years have now elapsed since the adoption of
the Economic Stabilization Programme on January 24, 1980.

Objective comparisons of the economic indicators of the days
preceding the application of the Programme with the current ones
show clearly that there have been very important and widespread
improvements in the state of the economy, both internally and
externally.

The contrasts between these two sets of indicators are such
as to provide convincing proof of the viability of the measures
taken and to give emphasis to the fact that if they continue to
be systematically applied, the complete recovery of the Turkish
economy within the course of the next few years will be a certainty.
Turkey is indeed on the threshold of an era of sustained and
sustainablegrowth, with price stability.

Thanks to the stabilization programme, the rate of inflation
has been cut to one-fifth of the level at which it stood in
March, 1980. In fact, the rate of inflation, which was 132 per-
cent in that month, fell to 40 percent by March, 1981 and to
around 30 percent in May 1982, This success in reducing the
' rate of inflation is the more impressive because it was realised
together with an increase in the GNP growth rate, from a negative
1.1 percent in 1980 to a positive 4.3 percent in 1981,

] The world economy records many successful stabilization programmes
§ but in most cases decreases in inflation rates were accompanied

g by a marked deterioration in growth rates. The Turkish success

I vas made possible by the re-allocation of the excess supply to

J foreign markets; a structural transformation which is normally

2a long and difficult process, even in much more highly industri-
falised countries than Turkey. The results obtained during the

A Pbast two-and-a-half years are in every way an encouraging deve-

| lopment for the future.

: Several stabilization programmes were, in fact, initiated
fduring the past three decades in Turkey but none was as successful
428 that of 1980. Amongst the various factors contributing to its
Success, there is no doubt whatever that tight monetary policy

has played the primary role. Money supply (Ml), which- had increased
fby 56.7 percent in 1979 and by 58.4 percent in 1980, rose by only
m36 7 percent in 1981,




A second and related factor is the 1iberalization of interest
rates, a structural measure which was not implemented at the out-
‘set. This important policy decision went into effect on July 1,

1980 and it immediately began to affect the country's overall
economic direction; it eontributed - and continues to contribute -
in great measure to the change and improvement in economic mechanism
‘and in the economic structure as 2a whole.

The liberalization of interest rates favourably influenced the
savings—investment-process,_which had been stagnating in a deficitia
state for years. Money soon began to move from unproductive or
low productivity fields to more productive areas of the economy,
thus ensuring the more effective use: of capital in the short and
medium terms.

The transient effects and imperfections of some of the financial
market intermediaries and of certain of the measures taken to
regulate the money and capital markets must not be allowed to
obscure the importance of this development: For the first time,
the general public is aware of the significance and potential of
money and investment.

The removal of restrictions on interest rates has not only 1li-
mited consumption expenditure, it has also eliminated speculation
and the accumulation of stocks of both domestic and imported goods
which flourished, and was indeed a tradition during the long years
of officially-imposed low interest rates. Excess liquidity, which
was'previously'channelled’into stocks, real estate, precious metals
consiumer durables, motor cars and (illegally-held) foreign exchange
is now being placed with the primary and secondary bankers as a
matter of course. So long as the rate of inflation remains below
interest rates, and continues a downward trend, the funds placed
with the financial institutions will be channelled into production
and other viable investment and will not find their way into spe-

culative activities, as was the case in the not 'so distant past.

Tight monetary and fiscal policies have, on the other hand,
created an annually exportable surplus worth some 1.8 bn dollars,
which may be considered as the equivalent of the decrease in do-
mestic demand. Turkey's successful export performance has special
merit because it has been achieved during a period of slump in |
world market demand for imports and the inteqsificatiqn of pro-
tectionist practises in Western countries. 1t may indeed be gaid ti
if the January 1980 programme had not been implemented, 1.8 bn.
dollars worth of stocks would have been . consumed domestically and
an equivalent sum would have had to be borrowed from abroad.

A third factor which has contributed to the success of the
stabilization programme is the increase in tax revenues resultant
from the fiscal reforms implemented since September 12, 1980,
Central Bank sources have for the first time been relieved from
the pressures created by the neéd for deficit financing which
inadequate public revenues had consistently created in the past.
In fact, tax revenues rose sharply from- 16.9 percent of GNP in
fiscal 1980 to 18.1 percent in 1981,



Industrial production, which had fallen by 5.6 percent in 1999
and by a further 5.5 percent in 1980, increased by 9.1 percent in
1981. After stagnating for two consecutive year, the services sec-

tor showed a growth rpgte of 4.6 percent in 1981. On the other hand,

the performance of the agricultural sector, which contributed only
an additional 0.4 percent, had a negative effect on the overall
growth rate; even so, 1in real terms, GDP growth was of 4.5
percent and the GNP improved by a very creditable 4.3 percent in
1981. All sectors of the economy are generally expected to perform
petter in 1982, although the offlclal growth rate target is set

at only 4.4 percent

The number of persons in employment increased by 115,000 in
1981, a figure which although far too low to absorb the incremental
labour supply indicates a revival in the demand for 1labour,
notwith-standing the continued ban on the dismissal of virtually
all categories of employees.

In spite of the generally poor performance of agriculture, ex-
ports of agricultural commodities increased by 548 mn. dollars in
1981. This is an, indication that those who habitually built up
stocks of produce as & speculative venture, last year preferred
to liquidate their holdings and take advantage of the opportunities
offered by the money and capitalmarkets Thus, the 11qu1dat10n of
domestic stocks directly resulted in 1ncreased exports.

Remittances from workers abroad also rose by20,.2% last year-and
are continuing to do so. The main three factors in this welcome
development appear to be - the high interest rates offered for
time deposits; the more realistic exchange rates of the past two
years, as compared with the previously persistent over-valuation

0f the Lira; and the increase in the number of Turkish workers

employed in the Middle Fast. This latter increase has become even
more marked in 1982, thanks particularly to the continued growth
of Turkish civil englneerlng and other contractors' Middle East
order books, which today aggregate some 16 bn dollars.

In spite of restrictive monetary and fiscal policies, industrial
production increased, as already stated, by 2.1 percent in 1981
and this growth in output owed much to the rapid rise in exports
of manufactured goods and products. It is most satisfactory to be
able to confirm here that these exports continued to increase in
the early months of 1982 and that there is no question whatever
but that exports have at last become an integral part of the in-
dustrial mechanism, .

If the new economic policies encompassed by the January 1980
stabilization programme are to have lasting effects and Turkey
is indeed to develop an outward-oriented and truly market eco-
nomy, it is essential that every decision-making group in the
country should be aware of-and meet its obligations.

This has to be emphasised because, in point of fact, there
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have been a numbeér of cases of over-reaction to market forces. In
particular, competition between the banks, anxious to increase
their share of total deposits, has been extraordinarily fierce

and in many cases time deposit interest rates have risen to patently
unsustainable levels. With the rapid increase in the volume of
time, as opposed to sight deposits, the banks face higher per

unit costs and, in the longer term, they will simply not be able

to maintain their present high rates of interest.

At the end of May 1982, the government endeavoured to bring
about a greater measure of discipline within the banking community
with a reminder that the introduction of a market economy does not
mean that the authorities need remain out of the picture altogether
The_government‘s reminder took the form of a reduction in the rates
of interest paid by the Central Bank on the banks' statutory depo-
sits (against sight and time deposits placed with the banks them-
selves) and an increase in the penalty rates on deficiencies in
these deposits.

What may well prove to be even more important than these measures
hqwever, is the greater authority over the banks which was at the ¢
time granted to the Money & Credit Board. Henceforth, the Central
Bank itself will be the regulatory authority in so far as determinat
of the percentage of their time deposits which the banks must lodg
.with the Central Bank. .

There is no doubt that the current levels of interest demanded
by both the primary and the secondary bankers have become a matter
of major concern for industrialists and businessmen throughout Tur
key. They argue that, at the prevailing rates of interest, new in-
vestments cannot be undertaken and not even the use of currently
installed production capacity can be financed. The present rates
of interest, they believe, can only lead back to vicious circles
of less investment, reduced output, shortages and higher prices.

In general terms, an investment becomes a viable proposition
only if the expected return exceeds the rate of interest which
would be earned if the funds in question were deposited in the
banking system. it follows that, at very low jevels of interest,
most projects appear profitable, whereas high rates of interest
mean that very few projects will provide a better return.

Such artificially low interest rates as were practised in Tur-
key in the past tend to lead to supply problems and to the channell
of available resources into the so—called parallel market. On the
other hand, artificially high rates of interest can only create
equally artificial barriers to new, productive investment. It
should therefore follow that before interest rates are adjusted,
those concerned should take a long, hard look at the ruling rates

and decide whether they are or are not realistic rates; 1i.e.
equilibrist rates, in the light of all the factors affecting

costs and prices of all goods and services.
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Today, the financial problem facing the Turkish Economy stems

B rrom the fact that the many industries established during the period
§of artifically cheap credits -and high domestic demand have now to
#.4just themselves to the current conditions of very much more
Bcostly finance and a depressed domestic market. To no little
R.xtent, this large group of industries endeavours to survive by
#ic1aying the repayment of earlier debts to the banking system and

ffoven, in some cases, by defaulting on interest payments on these
ikdebts. .

TUSIAD, surveying these developments in its Report of a year
ago, commented as follows:

"It is clear that the Turkish Economy is passing through a
ery difficult and highly complex period of adjustment. Whether
8+ not this period can be shortened and the difficulties diminished
fBepends upon the extent to which the authorities are prepared and
B bie to take further decisive and rational action.

It is of course true that the Government has been concentrating

% ts efforts on reviving the economy without inducing a fresh upsurge

flin inflation but this doés not mean that everything possible has
anlready been done to increase the capacity utilisation rate in

 flindustry or to initiate new investments in production and especially,
#in production for export markets. ‘

It would be very helpful at this stage if the authorities were
ko undertake a comprehensive industrial survey with a view to de-
ermining exactly what is required by business and industry to
#facilitate their transition to a stable and outward-oriented market
conomy.Such a survey would indicate the nature and importance of
R he efforts to be made by the Government and by business in both
ikhe short-and medium-term. A definite strategy for the period of
Bdijustments is vital if major setbacks and crises are to be avoided .
later; without appropriate measures at the right time, the period

_oﬁ adjustment will be both longer and more costly than would other-
iWise be the case." :

. Not all industries established during the past thirty years can

fbe expected to find outlets abroad for their products and it has

lso to be appreciated that stagnant investments could well re-introduce
he lower investment/lower incomes/lower savings syndrome, which

ng Ou}d seriously jeopardise the valuable economic Progress made
ffuring the past two-and-a-half years.
_If it is to prevent the emergence of negative developments of
his kind in the future, the government should take another,
areful look at interest rates and decide for itself whether the

urrent rates reflect the underlying state and strength of the
gconomy as a whole.

| At the same time, it should bear in mind that interest rates
gre a price and, like all other prices within the economy, they
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must be determined as part of an inter—-dependent system. Interest
rates cannot be considered in isolation from the general structure
and trend of the economy. In a word, the cost of money should be
consistent with the cost of the other commodities and services
which are part of the economic whole.

It would seem obvious that if, say, an apartment valued at 1 mn
TL, brings the owner a net return of only 10 percent p.a. when the
same sum of money will earn from 50 to 60 percent when deposited
with a primary or secondary banker, interest rates in the market
lack eguilibrium. There are certainly, in this case, structural
problems within the economy which need to be resolved.

During this painful period of re-adjustment, the authorities
should make this sort of analysis in respect of all the main ca-
tegories of goods and services. They should then be better able
to discover the root causes of the dis-equilibrium and so decide
upon the scope and the timing of the structural reforms which
they must introduce.

In spite of financial and other difficultieg,Turkish Industri-
alists and businessmen are convinced that the maintenance of Tur-
key's new image depends upon their remaining firmly oriented
towards export outlets and their cooperation with foreign capital
and investors, not only on new technological possibilities but new
management techniques as well.

The January, 1980 economic stabilization programme introduced a
completely new approach to foreign investment; a real welcome Was
extended and all the authorities concerned made, and continue to
make, every possible effort to encourage and assist would-be inves-
tors. There is no doubt whatsoever that the difficulties and outrig
antagonism of the not so distant past have been eliminated for gooc

In this same spirit, early in 1981 the Turkish government decide
to participate in the Declaration on international investments and
multi-national enterprises, issued by other OECD governments in 197
Turkey accepted, too, the related guidelines on multi-national ente
prises, on national treatment of host governments for enterprises
under foreign control and on international investment incentives ai
dis-incentives. ' '

Although mostly in the form of counterpart funds in respect of
unguaranteed debts for imports into Turkey in 1977/1979, investmen
approved under Law No.6224 during 1980 and 1981 actually exceeded
the total invested during the whole of the previous 27 years. This
is extremely encouraging, especially as the most important new in-
vestors include several important foreign banks.

In this context, mention must be made, in closing, of Turkey's
relationship with the EEC. Although there. -have lately beén a numbe
of dis-agreements between the two parties, chiefly regarding Turke
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- exports of such sensitive manufactured goods as cotton yarn and
textiles, the government and private enterprise remain whole-heartedly
in favour of this country's eventual admission to full membership

of the Community. The fact that Turkey's trade with the Middle East
pas risen, currently, to some 40 percent of total imports and exports
should not be seen as a swing away from the West; virtually all the

| Western, industrialised countries have been attracted to petro-dollars
' in a similar manner, if not perhaps, to the same relative extent.

8 In point of fact, the vast increase in this country's transit trade

B ,ith the Middle East results from the growing volume of Western and
especially European - exports to that area. Furthermore, the enormous
jpcrease in Turkish contractors' Middle East business likewise has an
important spin-off for other Western countries - in the form of sub-
contracts, machinery and material supplies, ete.
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CHAPTER 1

NATIONAL ACCOUNTS, INVESTMENTS.

PusLic FINANCE., PRODUCTION, EMELOYMENT

IS

1. GNP PERFORMANCE IN 1981

The growth rate of the Turkish Economy decreased steadily from
1977 to 1980, Real growth in Gross National Product, which had
averaged over 7 percent during the period 1973 to 1976, dropped
from 3.9 percent in 1977 to a negative 1,1 percent in 1980. 1In
1981, economic activity showed a market upturn, with a real growth
rate of 4.3 percent, due primarily to a substantial increase in
industrial output and in spite of the fact that the growth rate

in agriculture continued to decline in 1981 and was only marginally
above zero,

Although the growth performance of the agricultural sector has
indeed been disappointing in recent years, the main cause of the
decline in the overall rate of GNP growth in 1979 and 1980 was the
boor performance of the industrial sector., For the first time since
the beginning of formalised economic planning in 1962, industry
registered negative growth in both these years. In 1981, however,
industry's growth rate rose sharply, as did that of the services
Sector, The manufacturing sub-sector succeeded in increasing its
output by 9.4 percent compared with the previous year.

Stagnation of the construction sector continued in 1981. At
constant 1968 prices, the commercial sector's contribution of GNP
Was 28.9 bn, TL.(an improvement of 6.9 percent) and that of the

| Private professions and services was 10.9 bn. TL (up 4.5 percent).

. Public services! output increased by 4.0 percent and the industries
Sectors as a whole made a contribution of 4.5 percent. During 1981,

@ taxes on imports increased by only 0,7 percent and income from

abroad showed a net fall of 7.5 percent, The overall result of
all these developments was that, in real terms, last years GNP
Erowth rate was 4.3 percent.
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GROSS NATIONAL PRODUCT BY SECTORAL ORIGIN
(in Producers Values at 1968 prices)

(Mi11jon TL.)

) e . % of “— - % of Rate of
Sectors 1980 Total 1981 . Total increase
1)Agricul ture 46,766.4 22.7 46,952.9 21.8 100.4

- Crops and Livestock 44,701.6  21.7 h4,775.h 20.8 100.2

- Forestry 1,432.6 0. 1,492.8 0.7 04,2

- Fishing 632.2 0.3 684.7 0.3 108.3
2) Industry 49,548.7  24.0 54 ,04h.3 25.2 109.1

~ Mining 3,781.9 1,8 4,067.2 1.8 107.5

- Manufacturing 41,618.6  20.2 4s5,549,2 21.2 109.4

- Electricity, Gas, '

Water 4,148,2 2,0 4,427.9 2.1 106.7
3)Construction 13,173.2 6.4 13,231.7 6.2 100.4
L}Wholesale and retail

trade 27,099.6 13.2 28,969.5 13.5 106.9
5} Transportation and
Communication 18,450.1 9.0 19,121.6 8.9 103.6
6)}Financial Ins. 6,969.0 3.k 7,101.4 3.3 101.9
7) Ownership of '
Dwellings 11,2“9.3 5.5 11,546.8 5.4 102.6
8)Private Professions
and Services 10,395.6 5.0 10,863.4 5.0 104.5
9) (Less) Imputed Bank
Service Charges 3,855.1 1.9 3,928.3 1.8 101.9
10) fndustries,Sub-Total 179,796.8 - 187,903.3 - 104.5
11)Government Serv. 20,545.5 10.0 21,367.3 9.9 104.0
12) Total 200,342.3 - 209,270.6 - 104.5
13) Import duties 3,613.2 1.7 3,637.3 1.7 100.7
14)GDP at market prices 203,855.5 - 212,907.9 - 104,k
15)Net factor income .
from the rest of
the worid 2;165.&' 1.0 2,002.,1 0.9 92.5
16)GNP at market prices 206,120.9 100.0 214,910.0 100.0 - 104.3

Source: State Institute of Statistics




iROSS NATIONAL PRODUCT BY SECTORAL ORIGIN
(in Producers' Value at current prices)

(Million TL.)

' % of . % of Rate of
Sectors 1980 Total 1981 Total Increase
1)Agricul ture 940,309.6 21.2  1,348,534,3 20.5 143.5

- Crops and Livestock 904,778.6 20.4  1,304,851.8 19.9 1442

- Forestry 24,500.6 0.6 30,037.8 0.4 122.6

- Fishing 11,030.4 0.2 13,6447 0.2  123.7

2) Industry 1,122,469.7 25.3 1,768,911.0 26.9 157.6

- Mining 64,947.6 1.5 127,844 .1 1.9 196.8

- Manufacturing 971,039.2 21.9 1,509,785.9 23.0 155.5

- Electricity, Gas :

and Water 86,482.9 1.9 131,281.0 2.0 151.8
3)Construction 217,691.5 k.9 293,230.5 4.5 134,7
h)Wholesale and Retail

Trade 667,008,5 15.0 1,027,860.1 15.7  154.1
5)Transportation and

Communication 418,782.8 9.5 640,318.9 9.8 152.9
6)Financial Ins. 118,944,2 2.7 195,544, 3 3.0 164.4

7)Ownership of Dwellings 205,206.9 4.6 288,315.7 L.y 140.5
8)Private Professions

and Services 233,184.1 5.3 351,408.4 5.4 150.7
9) (Less) Imputed Bank.

Service Charges 59,326.5 1.3 97,532.7 1.5 164 4
10) Industries Sub~Total 3,864,270.8 - 5,816,590.5 - 150.5
11)Government Services 377,626.9 8.5 481,147.4 7.3 127.h4
12) Total " 4,241,897.7 - 6,297,737.9 - 148.5
13) Import Duties 86,066.0 1.9 113,484.0 1.7 131.9
14)GDP at market prices %4,327,963.7 - 6,411,221.9 - 148.1
15)Net factor income

from the rest of

the world 107,189.3 2.4 153,061.9 2.3 142.8
16)GNP at market prices 4,435,153.0 100.0 6,564,283,8 100.0  148.0

-

Source: State Institute of Statistics
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The annual real GNP growth rates by the principal sectors of the
economy were as follows;

GNP GROWTH BY PRINCIPAL ECONOMIC SECTORS

(at 1968 prices, %)

1977 1978 1979 1980 1981
Agriculture : - 1.3 2.7 2.8 1.7 0.h
lndustry 10.2 6-6 - 5-6 = 505 9-1
Construction 5.5 b1 4,2 0.8 0.4
Services 5.6 4.0 ~ 0.3 - 0.b k.6
GDP at factor costs 4,9 4.3 - 0.6 - 1.0 h.5
GNP at market prices 3.9 2.9 - 0.4 - 1.1 4.3

Lo

Sources: State Institute of Statistics, State Plauning Organization,

When GNP is analyzed from the aspects of investment and consump’
expenditure, annual growth rates and percentages are as follows:

. GNP BY INVESTMENT AND
CONSUMPTION EXPENDITURE

(at current prices}

1981 % of Volume Change
Biltlion TL. GNP 1980 1981
GNP at market prices 6,654.3 100.0 - 1.1 k.3
External Balance 212.8 3.2 1.7 - 2,5
Total resources 6,777.1 103.2 - 0.5 1.4
Investment : 1,528.0 23.3
Fixed capital inv. 1,280.0 19.5 -10.9 3.5
Public 735.6 11.2 - 2.3 5.7
Private 545,0 8.3 -20.0 0.5
Changes in stocks 248.0 3.8 2.9 3.0
Consumption 5,249.1 80.0 0.1 5.0
Public 810.0 “12.3 9.0 14,7
Private 4,839.1 67.7 1.2 3.5

Source: State Planning Organizationm.
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GROSS NATIONAL PRODUCT
{1963 - 13981)

(in billion TL.) __

Current ; y o ) 1968"'I ) %
otuees' chenges  PTRNCEl  changes

1963 66.8 84,2
1964 71.3 6.7 87.6 4.0
1965 76.7 7.6 90.4 3.2
1966 91.4 19.2 101.2 11.9
1967 101.5 11.0 105.5 4,2
1 1968 112.5 10.8 - 112.5 6.6
: 1969 124.9 11.0 118.6 5.4
: 1970 147.8 18.3 125.4 5.7
i 1971 192.6 30.3 138.2 10.2
i 1972 ' 240,8 25,0 148.5 7.4
i 1973 309.8 - 28.6 156.5 5.4
1 1974 427.1 37.9 168.0 7.3
1975 535.8 25.4 181.4 7.9
! 1976 670.0 25.0 195.3 7.7
. 1977 870.2 29.9 203.0 3.9
Y 1978 1,288.7 48.1 209.1 3.0
1979 2,199.7 70.4 208.3 - 0.4
1980 4 k35,1 101.6 206.1 - 1.1
1981 6,564.3 48.0 214.9 4.3

- By —r - P——— P—— r - e s L o

IMPLICATIONS OF THE CHANGE IN THE
PER CAPITA INCOME GROWTH RATE

~ Taking into account the high rate of population increase, Tur-
kish per capita GNP declined by 2 percent in 1979 and by a further
3.1 percent in 1980- '

For a coﬁntry which has the lowest per capita GNP in the OGECD
area and which aims at not allowing the gap to widen, the results
of the two years 1979-1980 constituted a major drawback.

However, some ground was Tegained in 1981 when real per capita
GNP showed an increase of 2.1 percent.

B s i




PER CAPITA GNP
(1962 ~ 1981)

P?pulation At Curren? At 1968 ' |n§?2;se/
Mid - Year Producers Producers Decrease
000 Prices TL. - Prices TL. %

1962 28,933 S 1,99 2,639 -
1963 . 29,655 2,151 . 2,839 7.6
1964 30,394 2,346 2,883 1.5
1965 31,151 2,463 2,901 0.6
1966 31,934 2,863 3,168 9.2
1967 32,750 3,099 3,220 1.6
1968 33,585 3,350 3,350 h.0
1969 34,442 3,626 3,043 2.8
1970 35,321 4,184 3,551 3.1
1971 36,215 5,318 3,816 7.5
1972 37,132 6,485 3,999 4.8
1973 38,072 8,138 k110 2.8
1974 : 39,036 10,941 4,304 L,7
1975 40,025 13,386 4,532 5.3
1976 40,938 16,366 L7 5.3
1977 41,871 20,783 4,849 1.6
1978 42,825 30,092 4,882 0.7
1979 43,530 50,529 4,786 - 2.0
1980 4y, 438 99,804 4,638 - 3.1
1981 45,366 144,696 4,737 2.1

2, THE MACRO-EQUiLIBRIUM OF THE ECONOMY

All the data used in the following analysis was obtained from
the Annuazal Programmes Within-The—Five—Year—Deve1opment—P1ans and
it is in current prices. To facilitate analysis all data has been
expressed as a percentage of total resources of the economy. GNP
percentages are below 100 as the foreign deficit was in fact a
positive factor during the last seven years. The foreign deficit
decreased considerably in 1978 and 1979, to 2.6 percent and 2 per-
cent,'respectively: but rose to 5.0 percent in 1980, and to 3.1
percent in 1981, :

Total investment increased from 23.0 percent of total resources
in 1977, to 23.6 percent in 1978 and to 24.9 percent in 1979; it
stood at 24.8 percent in 1980 but then dropped to 22,5 percent in
1981, Public sector investments, after attaining an all time high
of 11.6 percent in 1977, Went down to an average of 10.4 percent
for the following three years, It increased to 10.8 percent in 198
As for the private sector, it remained at 10.3 percent of total
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resources for four consecutive years, then dropped to.- 8.2 percent
in 1980 and to 8 percent in 1981, : ‘

gtocks increased to 2.1 percent in 1977 and 1978, then soared
to 3.7 percent in 1979 and to no less than 6.3 percent in 1980.
However stock values then fell to 3.7 percent in 1981 and the

The available data indicates that total consumption dgcreased conti-
nuously £i111 1980 and then rose sharply to 77.58 percent in 1981._

Public sector consumption continued to increase during the crisis,
from a low of 10,7 percent in 1974 to 13.1 percent in 1979; finally,
it dropped to 11,7 percent in 1980 and remained at 12 percent in
1981,

Private cousmuption dropped to an all time low (equal to 62.0'
percent of total resources) in 1979, but rose steadily thereafter
and attained 65.5 percent in 1981,

MACRO"EQUlLIBRl_UM OF THE ECONOMY
{In current prices, as percentage of total resources)

~

71973 197k __ 1975 1976 1977 1978 1979 1980 1981
GNP _ 102.2 97.7 95.1 94.6 93.5 97.4 98.0 95.0 96.9
Foreign Deficit -2.2 2.3 49 54 6,5 2.6 2,0 5.0 3.1
Total Resources 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Total Investments 18.% 19.4 21.8 22,0 23.0 23.6 24,9 24.8 22,5
- Fixed Capital Inv.17.6 16,7 18.9 20.6 20.9 21.7 21.2 18.5 18.9
- Public 3.3 8.0 9.5 10.6 11.6 10,2 10.6 10,3 10.8
- Private 9.3 8.7 9.4 10,0 9.3 11,5 10.6 8.2 8.0
~ Changes in stocks 0.8 2.7 2.9 1.4 2. 2.0 3.7 6.3 3.7
- Public 1.2 1.8 1.5 2.1 47 2.0
=~ Private 0.2 0.3 0.5 1.6 1.6 1.7
Consumption 81.6 8o0.6 78.2 78.0 77.0 76.4 75,1 75.2 77.5
- Public 12.2 10.7 11.3 12.0 12.4 13.0 13.1 11.7 12,0
- Private 69.4 69.9 66.9 66.0 64,6 63.4 62,0 63.5 65.5

Source: State Planning Organization, Annual Development Programmes.




RESOURCES AND USES
{(Annual Percentage Volume Changes)

(Percentage)
Averages T '
1963/ 1968/ 1973/ 1978 1979 1980 1981
1967 1972 1977
GNP 6.7 7.1 6.5 3.0 3.1 - 1.1 .3
Fixed Invesment 9.4 8.1 14.8 -10.9 = 9.0 -10.5 3.5
Public 8.5 6.5 16.7 -13.8 - 5.0 - 2.3 5.7
Private 10.5 9,8 12.8 - 6.8 -13.2 -20.0 0.5
Total
Consumption 5.2 6.6 6.8 1.2 5.4 0.1 5.0
Public 7.7 12.3 10.4 - 3.3 5.0 9,0 14.7
Private 4.8 5.5 6.2 2.2 5.4 1.2 3.5
Mational
Savings 16.2 9.1 6.3 0 = 9.7 - -

3. INVESTMENTS

Turkish development planning has for many years been focused
primarily on achieving rapid growth and modernization through publ
sector industrial development. Agriculture played at pest a seconc
role, with its share of public investment of about 13 percent in
1968-1972 declining to 9 percent 1in 1981, The main thrust was in
capital-intensive, import substitution capacity in state-run basic
industries. There has been increasingly large public sector invest
ment in manufacturing and mining, along with related infrastructw
and controlled through planning and the State Economic Enterpriset

(SEEs).

Industries remained protected against foreign competition and
a Turkish Lira which was over-valued against the major foreign
currencies and subjected to unpredictable fluctuations, discouraged
major export commitments. On the other hand, the over-valued Lira
subsidies on imported capital equipment, assisted interest rates
and various forms of tax relief for investors encouraged capital-
intensive investment in the private sector.

The development strategy was based on rapid industrialization;
this, together with a dominant role for State planning, resulted
in an economic structure which will take some time to change. The
emphasis was on self-sufficiency and import substitution, the use
of advanced technology (most often capital—intensive) with priorit
for the production of basic and intermediate products, the carryi
out of large public investments in the SEE's, and the granting o1
generous incentives combined with high levels of protection for
private investments. This introverted orientation resulted in the
establishment of a number of uncompetitive industries, in the

wasting of scarce capital, in ever-dependence on imported inputs
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in low levels of employment and in the provision of only limited

export possibilities. An increasingly large share of savings and

foreign borrowings was absorbed to finance public sector invest-
ments '

The serious problems created by this development strategy were
concealed only by the apparent economic prosperity of an inflati-
onary environment,

First, while the investment/GNP ratio went up from saround 17
percent in 1967 to 23 percent in 1977, domestic savings lagged,
with the savings/GNP. ratio virtually constant at around 16.5 per-
cent. An increasing proportion of investments was thus financed
by foreign borrowing.

Second, with exports growing only slowly, the rapid growth of
output with a high import component was not sustainable in the
face of an increasingly weak balance of payments. The imports/GDP
ratio went up from 6,14 percent in 1967 to 12.15 percent in 1977,
while the exports/GDP ratio decreased from 4.64 percent to 3.63
percent over the same period.

Third, with a large proportion of total investment channelled
into capital-intensive industries, increasingly high and constantly
rising unemployment resulted. ‘ '

Fourth, a highly protected domestic market fostered widespread
inefficieny in both the public and private sectors. '

Fifth, uncompetitive and inefficient heavy industry frequently
resulted in very low economic returns and in financial deficits,

Some of the major problems facing the Turkish Economy at -the
beginning of 1980 have now been solved. The developments during
the year 1981 made for the most part a positive contribution towards
the sounder economic environment which promises the emergence of
a more stable, market-oriented Turkish Economy in the near future.

INVESTMENT-SAVINGS EQUILIBRIUM
(At current prices)

(Billion TL.)
1980 - 198.1
I. Total savings 1157 _ 1528
1)Total Domestic Savings 925 1315
Public T 229 599
Private ) 696 716
2)Foreign Savings 232 213
I1. Total Investments 1157 1528
1}Fixed Capital investments 862 1280
Public . 483 735
Private 379 545
2)Stock changes 295 248
Public _ 220 133
Private 75 15
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FIXED CAPYTAL INVESTMENTS
(At current prices)

(MITiion-TL.)

- 1.98 0 1981 - % Change
Public Private - Total Public - Private Total Public Private Jota
1 Agriculture 33,579 31,046 64,625 66,594 53,000 - 119,594 98.3 70.7 85,
| Minlng 36,359 2,020 38,379 65,765 3,500 60,265 80.9  73.3 80,
Manufacturing 139,664 93,425 233,089 180,030 137,600 317,630 28.9 47.3 36.
Energy 117,921 1,820 119,741 176,780 3,350 180,130 49.9 Bk .1 50.
Transportation 87,860 45,752 133,612 132,505 76,700 209,205 50.8 67.6  56.
Tourism 2,319 2,335 L6546 4,290 3,750 8,040 85.0 60.6 T2,
Housing 9,928 186,772 196,700 14,570 243,000 257,570 46.7 301 30.
Education 17,202 725 17,927 32,198 1,100 33,298 87.2 51.7 85,
Health 7,320 8,120 B22 13,825 . 1,200 15,025 52.9 50.0 85,
Other Services 30,297 14,390 L4 687 48,490 21,800 70,290 60.0 51.5 57.
Total 482,451 379,085 861,536 735,047 545,000 1,280,047 52.3 48.3  48.
FIXED CAPITAL INVESTMENTS
(At 1981 Prices) -
. T ®8 0 — 19871 "% _Change __
Public Private Total Public . Private Total. Public Private Tot'
Agricul ture 48,780 44,600 93,380 66,594 53,000 119,595 36.5 18.8 28
Mining . 52,198 2,900 55,098 65,765 3,500 69,265 26.0 20.7 25
Manufacturing 201,067 134,500 335,567 180,030 137,600 317,630 ~10.5 2.3 -5
Energy 170,078 2,625 172,703 176,780 3,350 180,130 3.9 27.6 1
Transportation 127,821 65,500 193,321 132,505 76,700 209,205 3.7 17.1 g
Tourism 3,327 3,350 6,677 4,290 3,750 8,040 28.9 11.9 20
Housing 14,139 266,000 280,139 14,570 243,000 257,570 3.0 -86 -8
Education 24,320 1,025 25,345 32,198 1,100 33,298 32.4 7.3 31
Health 10,525 1,150 11,675 13,825 1,200 15,025 31.3 4.3 28
Other Services 42,845 20,350 63.195 48,490 21,800 70,290 13.2 7.1 1
Total ' 695,100 . 542,000 1,237,100 735,047 545,000 1,280,047 5.7 0.5 3

- Source: Central Bank of Turkey, Annual Report 1981
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Fixed capital investment, which had fallen substantially in recent
years due to the recession and to cut-backs in government spending
programmes, rose moderately in 1981, by 3.5 percent in real terms.

The strongest expansion took place in the public sector (5.7 percent)
whilst private sector capital formation, affected by credit restrictions
i# ,nd the transition to a more market~oriented economy, rose little,

# py only 0.5 percent. . Inventories increased by 3 percent in 1981,

that is to say at a lower rate than the growth in- GNP,

The estimates for 1981 in respect of fixed capital investment
reflect the change in direction given to development policy since
the new economic stabilization programme was introduced early 1in
1980. The increase in public investment in agriculture has been
especially noticeable;this increased by 36.5 percent in real terms
in 1981 and the additional funds were mainly used to speed up the
completion of projects already under way. In future, priority in
so far as the allocation of public investment funds is concerned
will be given to several new power and irrigation schemes. Other
priority settors are transport and communications, education,

8 public health, tourism and mining.

Following a critical- review of all State Enterprise investment
1§ plans, public investment in the manufacturing industries fell by
10.5 percent in 1981. Many projects have been postponed, scaled

down in size and scope or even abondoned altogether.

In the private sector, investment in energy increased by 27 per-
cent, in mining by 20.7 percent and in agriculture by 18.8 percent.

SHARE OF FIXED CAPITAL
~ INVESTMENTS WITHIN GNP

(1968-1981) ,
(at current prices)
{Billion TL.)
: Fixed Capital

Years GNP ) Investment 3
1968/73 - 17:8
1973/77 19.8
1978 1,288.7 287.0 22.3
1979 2,199.7 476.0 21.6
1980 h,435.1 862.0 19.4
1981 6,56h.3 1,280.0 19.

PUBLIC AND PRIVATE SECTOR
PERCENTAGES OF TOTAL FIXED CAPITAL INVESTMENTS
(1968-1981) (at current prices)

(%)

Years Private Publie
1968/1972 7.7 52.3
197371977 49.9 50.1
1978 53.0 47.0
1979 50.0 50.0 .
1880 k4.0 56.0
1981 k2.6 57.4
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SECTORAL DISTRIBUTION OF
FIXED CAPITAL INVESTMENTS

I (Percentages)
1975 13976 1977 1978 1979 1980 1961
Agriculture 10.3 13.7 12.7 1141 8.5 7.5 9.3
Mining 3.3 4,0 3.8 L. 4 5.4 4.5 5.4
Manufacturing 30.2 26.1 24.8 23.7 22.5 271 24.8
Energy 6.5 7.8 8.0 . 9.7 1.4 13.9 14 .1
Transportation 20.7 21.3 23.3 23.8 19.8 15.5 - 16.3
Tourism 0.9 0.8 0.8 ¢.9 0.8 0.5 0.6
Housing . 18.0 15.7 16.0 17.3 20.7 22.8 20.1
Education 3.3 3.6 2.8 S 2.6 2.0 2.1 2.6
Health 1.1 1.2 1.0 1.2 1.2 0.9 1.2
Other Services 5.7 5.8 6.8 5.3 7.7 5.2 5.5
1 Total ' 100.0 100.0 100.0 - 100.0 100.0 100.0 100.0
SECTORAL DISTRIBUTION OF
FIXED CAPITAL'lNVESTMENT
. (Percentages)
1973 - 1977 Average. 1981
Private. - Public Total Private  Public Total
Agriculture 13.6 “10.1 11.8 9.7 9.1 .3
Mining 0.5 6.7 3.7 .6 8.9 5.4
Manufacturing 32.7 24,0 28.2 25.2 24 .5 24,8
Energy 0.k 34.0 7.h 0.6 24 .1 14.1
Transportation 16.1 24.8 20.6 4.1 18.0 16.12
Tourism _ B Y 0.9 1.0 0.7 0.6 0.€
Housing 32.4 2.1 16.9 k4.6 2.0 20.1
Education .2 6.2 3.3 .2 4.4 2.¢
'Health_ 1 2.0 1.1 0.2 1.9 1.2
Other Services 7 g. 6.0 k.o 6.6 5.1
Total 100.0 100.0 1000 100.0 100.0 100.(
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PUBLIC AND PRIVATE SECTORS'
PROPENSITY TO INVEST -

Total fixed capital investments in real terms increased at an
annual average rate of about 10 percent during 1963-1977, public
gector investment grew more rapidly, at an average annual rate of
10.7 percent during 1963-1973 and at an average of 18 percent
during 1973-1977. '

INVESTMENT
(Percent Per-Annum)

Total Public Private
1963777 1977780 1963/77 1977/80 _ 1963/77 1977/80
Agricul ture 10.4 -21.7 8.4 -17.2 12.9 -25.6
Manufacturing 10.8 - 2.4 17.7 4.7 7.5 -10.2
Energy 12.8 9.1 13.5 9.1 2.4 6.7
Tranportation 1205 -16.8 10.4 -14.8 20.3 -20.0
Housing 7.1 8.5 8.2 - 6.6 7.0 9.6
Total 10.2 - 5.2 11.1 - k.5 9.3 = 6.0

Each year after 1973, public sector\savings financed a decreQSed
share of public investment; such coverage declined from 75 percent
to less than 25 percent in 1979.

The investments/savings deficit of the public sector as a whole
increased rapidly after 1975 and by 1980 it had risen to more than
10 percent of GNP. The deficit is largely financed by domestic
borrowing, with the largest component traditionally being provided
by the Central Bank.

In 1981, however, the Central Bank's contribution to a considerably
reduced I/8 deficit (just over 4 percent of GNP) was relatively
modest.
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FINANCING PUBLIC SECTOR {NVESTMENT
{Current TL. Billion)

1975 1978 1980 1981
Public Savings 48.0 70.5 227.8 559.0
Public Investments 65.8 155.3 630.4 868.0
Public I/8 Deficit 17.8 84.8 452.6  269.0
Foreign Borrowing 1.5 28.1 158.5
Domestic Borrowing  16.3 56.7 294.1
Public T/S /GNP 3.3 . 6.6 10.2 k.t

Deficit financing has of course meant that public investment
has taken up a bigger share of existing resources than it would
otherwise have done.

PRIVATE SECTOR FiXED CAPITAL INVESTMENT
.AS A PERCENTAGE OF NATIONAL TOTAL
(Based on mil}ions of current value TL.)

1972 50.2 1977 Lk .6
1973 53.1 1978 53.0
1974 52.0 1979 50.0
1975 48.6 1980 4.0
1976 48.5 1981 42,6

During the last four years, the private sector's share of fixe
capital investment decreased considerably, from 53.0 percent in
1978 to 42.6 percent in 1981. At fixed, 1976 prices private inves
_ment in 1980 was TL. 57.2 billion which was barely above the leve
reached in 1974, TL. 53.6 billion. Two principal causes for the
decline deserve detailed explanation. First, the high cost of
imported oil forced a drastic reduction in the non-oil imports
which are vital to investment. Second, the extreme shortage of
domestic resources accentuated by restrictive credit'policies
and interest rate ceilings, made it pecessary to carefully ratio
all available investment funds. Inadequate tax revenues and the
SEEs' inability to generate sufficient funds to meet their inves:
ment needs, forced these Enterprises to fall back on the Governm
for financial support. The private sector was thus particularly
badly hit by the short-fall in resources, the more so. because of
the lack of an organised capital market.

With sounder financing for the public sector and with the I/5
deficit /GNP ratio expected to be reduced to an average of 3 per
cent from peak of 10.2 percent in 1980, private sector investmen
should not be further constrained by the excessive expansion of
public investments. '
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/

provided the now developing capital market functioms in a way
which in fact facilitates private investment an annual increase
in private investment of around 10 percent in real terms, may be
expected for the next three years. This is the yearly rate of
increase whith the private sector averaged during the 15 years
period 1963-1977.

PROJECTED SECTORAL DISTRIBUTION OF
PRIVATE [NVESTMENTS

(At 1981 fixed prices)

(Bitlion TL.)
Average
1981 1982 1983 1984 1985 Annual Rate
of Increase
Agriculture 53.0 60.7 69.5 79.5 91.0 14.5
Mining 3.5 3.9 k.2 .7 5.1 10.0
Manufacturing 137.6 ~ 161.7 190.0 233.0 262.3 17.5
Energy 3.4 4.0 4.7 5.6 6.6 18.0
Transportation 76.7 90.5 106.8 126.0 148.7 18.0
Tourism 3.8 4.6 5.5 6.0 8.0 20.0
Housing 243.0 248.1 250.1 247.5 243.0 0
Education 1.1 1.2 1.3 1.5 1.6 10.0
Health 1.2 1.3 1.5 1.6 1.8 10.0
Other Services 21.8 24.0 26.4 29.0 31.9 10.0
Total 545.0 6£00.0 660.0 725.0 800.0 10.0

SECTORAL DISTRIBUTION OF
INVESTMENT INCENTIVE CERTIFICATES

During 1981, 3,264 Investment Incentive Certificates were issued.
The total amount of the proposed investments was slightly more than
1,000 bn. TL., including a foreign exchange component of 4.2 bn.
dollars. The export commitments to be entered into by the entre-
preneurs concerned amounted to 12.4. bn. dollars over a period of
five years.

Almost half the investment total refers to the manufacturing
Sector and 44 percent to services. The proposed manufacturing in-
dustry investments include 262 bn. TL. relating to motor vehicles,
65.9 bn. TL. to food and beverages and 67 bn. TL. to textiles.
Certificates issued in 1980 concerned investments aggregating
207 bn. TL., including a foreign exchange outlay of 922 mn. dollars.

Of the total investments approved in 1981, some 3,000 are entirely
hew projects, 162 concern the expansion of existing facilities, 28
are needed for the completion of projects under way, 9 are for mos
dernisation work, 26 for auxiliary facilities to obviate production
?Ottlenecks, 25 for plant and equipment renewals, 7 are aimed at
;Tproving product quality and 9 concern the integration of existing

ants. '
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‘g SECTORAL DISTRIBUTION OF INVESTMENT

i INCENTIVE CERTIFICATES IN 1980 .

Foreign Export

‘3 Foreign Exchange Commi tment

k| Total Revolving Exchange Requirement Over Employment
Number Investment Fund  Requirement of Revolving Years For
¥ (Mit.TL)  (Min.Te.) (1000 $) (1000 $) {1000 $) __(Persons)
. 4 N

4 AGRICULTURE 101 27,553 L,213 24,870 - 280 73,416 5,392
i a)Crops - 1,160 613 - - 12,500 1,517
bg:;f\fﬁsttgck - 26,593 3,351!; - 280 60,916 2,875
13 c)JFisheries - = - - - - .
E d)Forestry - - - - - - -

E HINING 17 3,697 823 11,246 - 357525 1,352
¥ MANUFACTURING 399 161,595 25,325 809,897 64,230 1,268,590 60,201
: a)FoodéBeverage - 14,138 4,852 - - 628,800 9,247
E b)Textile &

;' Clothing - 22,060 3,7h4 - 1,200 324,000 11,910
3 c)Forestry Pro. - 4,737 631 - - 9,000 3,942
i d)Paper - 4,110 b2 - - 10,000 344
Y e)LeatheréHide - 634 173 - .78 35,000 1,500
4] f)Rubber - 113 79 - 160 - 95
3-’ ggthemicals - 15,251 2,75;3 - - 14,000 3,257
3 h)Glass - - 2,04 - - - -

1 1)lron & Steel - 27,473 2,861 - 15,550 79,690 9,043
3] j)Non-ferrous M. - 1,684 161 - 3,100 25,000 152
3 k}Transport

L Vehicles - 30,371 1,673 1,080 11,850 6,381
5 !;Hetal Goods - 7,664 687 - 30 26,500 604
i m)Heasuring

kL Devices - . 5 - - -

4 ngﬂ?chinery 14,412 3,076 14,860 31,800 5,302
] o)Electrical

4 Machinery 5,908 466 27,822 30,200 2,372
j p)Electronics - - 105 - - -

B r)Cement - 2,116 81 - - b13
3 s)Clay&Cement

! product - 4,185 683 - - 2,304
2 t}Ceramics - 2,099 95 350 17,750 an
l u}Others - 6,713 712 - 25,000 1,439
ke ENERGY 1 513 148 600 - - 125
SERVICES 55 13,668 638 26,203 731 32,500 2,750
§ a)Transportation - 10,129 Le - 731 32,500 1,826
U] b)Tourism - . 2,582 163 - - - 752
A c)Trade - 330 29 - - - 264
g_ d)0thers - - - - - - -
"3 TOTAL 573 207,026 33,147 922,816 65,241 1,416,031 69,820

Source: 5P0, Department of Investment Encouragement and Implementation
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DISTRIBUTION OF‘INVESTHENT INCENTIVE CERTIFICATES
~ ACCORDING TO THEIR APPLICATION 1981

. ~ Foreign " Export
Foreign  Exchange -Commi twent
Total . Revolving " Exchange ' Requirement Over 5 Employment
Number - Investment. Fund Requirement of Revolving ~ Years - = for
C{Mil. TL.) . (MidLTL.) - (1000 8) (1000 $) (1000 5) _(persons)
New Investments 2,998 - 925,427, 5 46,463 3;653,f21.h- 33,653 8,883,995 111,635.
Expansion 162 68,618.0  5,672.5 338,034.4 26,936 - 3,022,600 - .11,023
Compietion - 28 6 660.6 519.4 22,4517 - . 120,350 1,784
Modernization 9  5,003.0 314,0  24,938.0 338 4,480 261
Elimination of o . .
Bottlenecks 26 4,119.5 ko7.0 ‘ 16,743.9 . 527 159,635 3,_3‘41 .
Renewal 25  7,831.0  1,199.5  33,891.0 5,576 104,290 1,267
Quality ' C
Improvement 7 26,827.0 2,054.0 101,116.0 - - 25,000 52}
Integration 9 1,537.0 151.0 6,047.0 200 47,625 248

Total | 3,264i1,046,023.0  56,780.4 4,206,343.4 67,230 12,407,975 129,042

SECTORAL DISTRIBUTION OF FOREIGN EXCHANGE
FOR PRIVATE SECTOR INVESTMENTS

Around 140 mn, dollars worth of foreign exchange was allocated
for private sector investment expenditure in 1980 and 503 mn. dolla
in 1981. The break down of the latter total as between sectors and
subsectors is 17 mn. for mining, 34.7 mn. for industry, 97.5 mn. fc
transportation, 54 mn. for construction, 8.3 mn. for the purchase ¢
ships and 57.4 mn. for services. Within the industry total, the mai
item is shipbuilding, for which 164.5 mn. dollars was allocated.



SECTORAL DISTRIBUTION OF FOREIGN EXCHANGE
FOR PRIVATE SECTOR INVESTMENT

1981

o Investments Investments Investments
With With Without Totatl . . Grand
13 Incentive Incentive Incentive investment U.5.5.R. Total
Certificates Tables Cert.or Tables
Crops 426,995 - 63,000 489,995 - 489,995
Livestock Bg,768 - - 89,768 - 89,768
Fishery 119,230 67,026 - 186,256 - 186,256
Total Agr.Sec. 635,993 67,026 ' 63,000 766,019 - 166,019
Hining 13,037,677 - 4,275,672 17,253,349 - 17,253,349
Food 10,843,712 846,254 164,027 11,854,023 n.a ma,
Beverages - - 24 046 25,046 - 25,046
Textile 60,632,697 2,183,573 1,317,492 64,133,762 - 64,133,762
Forestry Pro. 11,846,924 286,780 14,153 12,147,857 - 12,147,857
Paper 344,195 - 266,315 610,510 - 610,510
: Printing n.a. . n.as 15,382 1,105,278 - 1,105,278
] Leather 555,087 271,862 92,152 919,103 - 919,103
| Rubber - 20,748 21,986 42,734 - h2,73h
Plastics 2,456,620 105,787 261,928 2,827,335 - 2,827,335
Chemicals 5,971,219 417,406 753,601 7,142,226 3,980,000 11,122,426
Fertilizers - §33,298 - 105,775 539,073 - 539,073
Petroleum Pro. - - 6,603 6,603 - 6,603
Ceramics 9,607,655 - - 9,607,655 - 9,607,655
Glass 7,882,051 - LY 574 7,926,625 - 7,926,625
Cement 1,776,054 512,851 - 2,288,805 - 2,288,805
ClaysCement 1,094,288 365,976 432,969 1,893,233 - 1,893,233
Iron & Steel 1,437,705 209,393 - 1,647,098 66,000 1,713,098
Non ferrous Met. 139,962 273,290 - 413,252 - 413,252
Packing 5,919,859 204,329 - 6,124,188 - 6,124,188
_ Metal Goods b,147,336 611,777 242,329 5,001,442 20,000 5,021,442
" Machinery 9,521,650 83,340 297,216 9,902,206 - 9,902,206
g Agricultural Mac. 3,486,743 42,057 35,750 3,564,550 53,845 3,618,395
1 Electrical App. 5,332,844 469,809 109,569 5,912,222 - 5,912,222
4 Electronies 3,137,707 129,537 20,470 3,287,714 - 3,287,714
] Transportation 1,475,243 50,029 - 1,525,272 - 1,525,272
4 Ship Building 161,628,809 2,829,278 - 164,458,087 266,086 164,724,173
£ Energy 822,301 - - 822,301 - 822,301
Total ind.Sector 324,461,626 9,939,714 8,579,409 342,980,749 4,632,900 347,613,649
Ship purchases 8,300,000 - - 8,300,000 - 8,300,000
Transportation 97,566,541 - - 97,566,541 - 97,566,541
Construction 5,848,172 1,034,705 47,156,163 54,039,040 84,094 54,123,134
Communication - - 87,332 87,332 - 87,332
Other Services 2,497,711 70,240 149,462 2,717,413 98,500 2,815,913
Total Services Sec. 8,345,883 1,104,945 47,392,957 56,843,785 182,594 57,026,379
TOTAL 431,010,043 11,111,685 56,035,366 498,157,094 4,815,494 502,972,588

Source: SPQ, Department of Investment Encouragement and Implementation.
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PUBLIC SECTOR INVESTMENTS

The public sector as a whole disbursed a total of 656 bn. TL. in
inVestment expenditure in 1981, They had been allocated 667 bn. a
figure which was later revised to 793.4 bn. The realization ratio
was thus 83 percent in monetary terms but in real physical terms

it was of only 60 percent. When compared with the original figure

of programmed investments of 667 bn TL. the realization rate

was 98 percent

The original programme cOvered 8,058 projects but 296 were added
during the year raising the total to 8,354 projects. With the 200 bn.
TL. revision made during 1981, the total cost of implementing all
these projects increased from 5,964 bn. TL. to 6,164 bn TL.

The highest monetary realization rate was achieved in housing
(103 percent), followed by energy (96 percent). The manufacturing
industry achieved a realization raté of 86 percent in monetary
terms but of only 48 percent in real physical terms.

The breakdown of public sector investment allocations shows a
concentration of 23.7 percent in manufacturing and of22.2 percent
in energy, with only 11.1, percent in agriculture and 9. 3 percent
in mining.

SECTORAL REALIZATION OF
PUBLIC SECTOR INVESTMENTS IN 1981

(Current prices)

. (Million TL.)
Allocation Expendi ture Realization Rate
~ Driginal Real ' . Real
Programme Revised Monetary Physical Monetary Physical |

Agriculture 84,235 87,908 59,244 61,988 . 67 70
Mining 60,000 73,567 56,664 32,107 77 kh

| Manufacturing 139,078 188,121 162,225 90,868 - 86 43
ARl Energy 148,000 175,994 169,333 103,736 96 59
2B| Transportation 120,950 139,136 107,890 93,416 - 78 67
Tourism 5,000 5,226 2,508 1,538 L8 _ 29
Housing 13,287 15,472 15,964 14,662 103 95
Education 33,101 34,515 23,511 20,680 68 60
Health ' 14,600 16,195 11,263 9,916 70 61
Other Services 148,912 57,285 47,518 44,718 83 78
Totals 667,163 793,419 656,120 473,629 83 60

————

2B Source: State Planning Organization.
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CONSTRUCTION

The recession in the construction industry further increased in
intensity in" 1981. The floor area for which new construction licenses
were issued decreased by 31.3 percent last year from 27.9 million m?
to 19.2 million m?, This was the second consecutive year in which
puilding intentions diminished.

The licensed floor area for 1981 is egual to that for 1872 but
to only 56.5 percent of the area for 1879 the year in which the peak
to date was achieved.

The fall in the floor area under construction was caused by the
decrease in the demand for construction on the one hand and the
diminished supply on the other. As a result of these two forces
the cost of construction increased whilst the floor area decreased.

The floor area of residential construction completed in 1981
fell by 15 percent compared with the previous year. Factors in
this decline were the slump in demand for housing the, rising- costs
of construction, the high interest rates for credits resulting from
the government's tight money policy and the relatively higher level
of returns on deposits with the primary and secondary bankers.

NEW CONSTRUCTION
(According to Occupancy Permits)

Million 2 Chain Cost per Chain
TL. 100?\m Index m> (TL) Index

1969 2,782.6 8,023.3 - 347 -
1970 3,004.6 8,092.8 100.87 371 106.92
1971 3,308.3 8,068.7 99.70 410 110,51
1972 4,247.8 9,676.3 119.92 . 439 107.07
1973 5,598.1 10,879.8 112.44 515 117.31
1974 7,318.2 9,809.3 90.16 746 144 .85
1975 11,648.1 11,551.4 117.76 1,008 135.12
1976  .13,306.2 12,273.5 106.25 1,084 107.54
1977 18,818.5 14,158.2  115.36 1,329 122.60
1978 4k ,662.8 14,933.8 105.48 2,991 225.06
1979 81,148.2 15,609.8 - 104.53 5,199 173.82
1980  156,604.6 18,096.0 115.93 8,054 166.46
1981  165,162.0 15,326.0 8k.69 10,776 124.52
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NEW CONSTRUCTION
(Construction Licences Issued)

Million 2 Chain Cost per” Chain’
TL. - 1000 m Index m?> (TL) Index

1969 6,987.3 17,987.3 - 388 -
1970 8,120.2 19,741.7 109.75 b1t 105.93
1971 7,171.4 16,909.5 85.65 L2y 103.16
1972 8,686.4 19,230.9 113.73 - hs2 106.60
1973 13,351.3 24,484 .5 127.32 545 120.57
1974 15,136.0 20,347.5 83.10 7hk 136.51
1975 23,669.0 23,337.3 114.69 1,0th 136.29
1976 32,682.6 29,618.3 126.91 1,103 108.78
1977 40,338.7 28,972.2 97.82 1,392 126.20
1978 92,729.0 32,237.2 111.27 2,876 206.61
1979 176,330.7 - 34,047.3 105.61 5,179 180.08
1980 244 4482 27,93k.0 82.04 8,751 168.97
1981 202,419.0 19,213.0 68.77 10,535 120.38

RESIDENTIAL BUILDINGS
(According to Construction Licenses Issued)

Number of Floor-area Chain Cost Cost per Cha

Licences (000 m2) .. Index- (Million TL) m® (TL.) Ind
1973 64,162 19,302.1 - ~ 9,665.6 500 -
1974 5k, 850 15,872.7 82.2 11,412.7 719 143,
1975 59,134 -18,195.0  1t14.6 17,818.9 979 136.
1976 64,964 22,394.7  123.1 23,561.1 1,052 107.
1977 63,863 22,312.1 99.6 30,050.5 1,347 128.
1978 73,251 25,155.2 112.7 71,541.0 2,863 212.
1979 77.254 27,386.0  108.8 141,283.0 5,159 180.
1980 61,539 22,381.0 81.7 196,681.0 8,788 170.
1981 - - 15,025.0 67.1 158,660.0 10,560 120,
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10N OF THE PROPENSITIES TO SAVE .

' considerable improvement for a quarter of =a centu?y du-

; domestic savings as a percentage of GNP moved rapidly

1ow 1evel of 10 percent in 1950-1955 t071§.6 percgpt in

n the next five years. The domestic savings ratio fell

percentage point to 17.6 percent. Nonetheless, total
tinued to increase, albeit slowly, from 19.2 percent in
to 20.1 percent in 1974-1979, thanks;to a considerable

ih foreign savings, from 0,6 percent in 196@—19737?0 2.5_

n 1974-19792. The introduction of the economic stab}ligatlon

with the freeing of interest rates and more ?eallstlc '

éates, resulted in a sharp rise in both domestic and foreign

n 1980. The former rose to 20.9 percent and the later to

nt of GNP, whilst total savings went up from the average

ercent of the years 1974-1979 to 26.1 percent. This momentum
be sustained in 1981, however; total savings fell to 23.1

f GNP, domestic and foreéign savings losing one and two

points, respectively.

SAVINGS AS PERCENTAGE

OF

GROSS NATIONAL PRODUCT

Domestic Foreign Total

Savings Savings Savings
1950-1955 9.9 2.6 12.5
1956-1961 12,7 1.8 14.5
1962-1967 14.6 2.2 16.8
1968-1973 18.6 0.6 19.2
1974-1979 17.6 2.5 20.1
1980 20.9 5.2 26.1

AVERAGE PROPENSITIES to SAVE

Private Sector I Pr.D. ). Pr. S. Pr. s.
. G.N.P. Pr.D. 1. G.N.P.
11963-1967 0.812 0.105 0.085
1968-1573 0.794 0.126 " 0.100
1974-1979 0.807 0.112 0.104
1980 6.837 0.152 0.157
1981 0.787 ©o0.137 0.108
Public Sector Pu. D. 1 Pu. § Pu. S
G.N.P. Pu.D.Y. G.N.P,
1963-1967 0.188 0.379 .07t
1368-1973 0.206 0.8 0.086
1974-1979 0.193 0.3 0.072
1960 0.163 0.219 0.052
1981 0.213 0.425 0.091
Turklsh ‘Economy 0. s F. S 1.8
~ : G.N.P. G.H.P, G.N.P.
1963-1967 -~ 0%k
1968-1973 0.186 ©0.,006 0.192
1974-1979 0.176 ¢.025 - 0.201
1380 0.209 0.052 0.261
1581 0.199 0.032 0.231
Pr., D, I. Private Disposable Income
Pu. D. I, Public Disposable Income
Pr. s, Private Savings
Pu, S. Public Savings
F. 8§, Foreign Savings
D.. S. Domestic Savings
8.

T-. Total Savings
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4, PUBLIC FINANCE
FISCAL YEAR 1981 BUDGET

Budget revenues for the fiscal year 1981 rose by 57.2 percent
whilst expenditure grew by 42.6 percent in comparison with 1930.
Approximately 79 percent of total revenues of the consolidated
Budget results from tax revenues and these increased by 58.8
percent., )

Current expenditure increased by 32.0 percent, investment expe
ditures by 62.1 percent and transfer expenditure by 45.0 percent.

As a result of all these develdpments, in 1981 Turkey reduced
jits budget deficit, which had been 121.8 bn TIL or 2.7 percent of
GNP in 1980, to 33.4 bn TL or 0.5 percent of GNP. '

Budget revenues which had been estimated at 1,558.7 bn TL in
1981 Budget Bill were realized at around 1,505 bn TL or at 96.5
percent of the amount originally expected. The highest realizatio
rates were achieved in Special Revenues and Funds (351.4 percent)
followed by non-tax normal revenues (152.6 percent) and Annexed
Budget revenues (139.5 percent). The realization rate for total
expenditure was 98.7 percent, )

Whilst investment and transfer expenditure exceeded the amount
in the Budget Bill, realization rate .in current expenditure was
equal to 85.7 percent.

: CONSOL IDATED BUDGET
1981. FISCAL YEAR BiLL & REALIZATION

{(billion TL.)
1981 Budget Bill 7881 Realization Realization
(1) (2) Rate 2/1
TOTAL REVENUES 1,558.7 1,505.0 96.5
1)General Budget
Revenues® 1,541.0 1,480.3 96. 1
Tax Revenues 1,347.7 1,189.0 88.2
Non-Tax Normal
Revenues ' 89.1 136.0 152.6
Special Rev. & Funds 44,2 132.7 300.2
Domestic Borrowing 60.0 22.6 37.7
2)}Annexed Budget Revenues 17.7 24.7 139.5
TOTAL EXPENDITURE 1,558.7 1,538.4 98.7
Current Exp. 720.8 617.7 85.7
Investment Exp. 327.7 329.4 100.5
Transfer Exp. : 510.2 591.3 115.9

*Domestic borrowing is included in general Budget revenues.
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{

GENERAL, ANNEXED AND CONSOLIDATED BUDGETS

(Mi1lion TL.)

= . Treasury
General®*  Annexed Treasury Transfers Consolidated
Budget Budgets Subsidy to Annexed B. Budget
() - (2) (3) (W)=(2) - (3) _ (5)=(1) + (&)

1978 - '
expenditure 342,346 57,519 53,842 3,677 346,023
Revenues 320,757 58,293 53,421 4,372 325,629
Balance ~21,589 774 - 421 -1,195 -20,394
1973 S

expenditure 604,636, 80,755 77,171 3,584 608,220
Revenues 546,112 85,326 75,285 10,041 556,153
Balance ~58,524 4,571 - 1,886 6,457 -52,067
1980 _

Expenditure 1,077,862 145,863 144,806 1,057 1,078,919
Revenues 943,127 143,01k 128,978 1&,036 957,163
Balance -134,735 - 2,849 -15,828 12,979 -121,756
1981

Expenditure 1,521,383 254,202 237,187 17,015 - 1,538,407
Revenues 1,480,801 247,490 222,779 24,711 1,505,032
Balance -41,062 - 6,712 ~14,408 7,696 -33,375

*Domestic borrowing is included in revenues

Tax revenues for the fiscal year 1981 showed an increase of
58.8 percent in comparison with 1980. Taking the rate of inflation
as the 25.6 percent December to December rise in the Wholesale
Prices Index, tax revenues as a whole also increased at a higher
rate than did the rise in prices. The ratio of taxes to GNP increased
sharply, from 16.9 percent in 1980 to 18.1 percent last year. It is
of course true that the performance of tax revenues has anyway
shown a considerable all-round improvement since the early 1960's;
the average for the perjod 1963-1965 was 13 percent of GNP whereas
that for the three years 1975-1977 was 18.7 percent. During the
recessionary period 1978-1980, the tax burden fell toc an average
of 18 percent.
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BUDGET REVENUES & EXPENDITURES

(in-billion TL.)

1980 .. 1981

" 1)General Budget Revenues 943,1 1,480.3

~. Tax Revenue ' 748.9 1,183.0

- Non-Tax Normal Revenues 139.8 136.0
- Special Revenues, funds L . o _
and domestic. borrowing Sh. b 155.3-

2)Annexed Budget Revenues , 14.1 . 2h,7

REVENUES, TOTAL . 957.2 1,505.0
Current Expenditure _ 467.8 617.7 -

Investment Expenditure 1 203.2 ‘ , 329.4 -

Transfer Expenditure - %07.9 591.3

EXPENDITURE, TOTAL ' ' 1,078.9 : 1.538.h

" peficit : 121.8 ' 33.4

TAX BURDEN

(1975 - 1981)

(in billion TL.)

, Tax Burden
Percentage Tax Percentage
Year GNP Change Revenue .Change Pi;figﬁ?ge
1975 535.8 254 95.0 45.8 7.7
1976 675.0 126.0 127.1 - 33.7 , 19.0
1977 872.9 23.3 - 168.2 32.4 19.3
1978 1,290.7 47.9 246. 4 6.5 19.1
1979 2,199.5 70.4 Lo5.5 64.5 . 18.4
1980 4,435,2 101.6 759.1 - 84,7 16.9
1981 6,56&.3 - L5 1,189.4 58.8 18.1
TAX BURDEN
Three Yearly.Averages
1963-1965 13.0 percent 1972-1974 f6.1 percent
1966-1968" 14,2 percent 1975-1977 i8.7 percent

1969-1971 15.4 percent ~1978-1930 18.1 percent
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compared with fiscal 1980, the total resources of the consoli-

dated budget last year increased by 54.4 percent and total appropriations
'increased by 37.6 percent. The decrease in the Treasury's financing

of the budget from 140.6 bn TL in 1980 to 61.5 bn TL in 1981 may

pe seen as a positive development. However, the volume of delayed
-paYments - Budgetary debts held over for settlement in the following
7iscal year - increased from 38.3 bn TL at the end of 1980 to no

less than 111.95 bn TL on February 28 last.

y

FINANCING OF THE CONSOLIDATED BUDGET

: (Million TL.)
Fiscal Year ° Fiscal Year Change

. o B Tt L S A, BN PV e o e 1 D T g et e S i s b A
e R e A S S N S A I S T L ) T U e e e - - B e o T

1980 1981 Million TL. %
TOTAL RESOURCES 939,759 1,447,141 +507,382 - +53.99
1) Revenues 939,759 1,447,141 +507,382 +53.99
Tax Revenues T 749,077 1,189,384 +440,307 +58.78
Non-Tax Normal Revenues 150,402 151,775 + 1,373 + 0.91
Special Revenues & Funds 140,280 105,982 + 65,702 +163,11
TOTAL APPROPRATIONS 1,069,496 1,472,044 +402,548 +37.64
2)Transfers from the
previous year's
expendi tures 6,113 19,937 + 13,824 +226.14
3)Expenditure 1,078,919 1,538,407 +459,488 +42.59
Current Expenditure k67,785 617,75k +143,969 +32.06
| | Investment Expenditure 203,254 329,391 +126,137 +62.06
g- CapitalsPrivate Exp. 407,880 591,262 +183,382 +41 ,96
i} Advances 22,731 25,219 + 2,488 +10.95
R 5)Delayed Payments -38,267 -111,519 - 73,252 -191.42
i) :

‘S8 TREASURY FINANCING 140,644 61,483 - 79,161 -56.28
6)Domestic Borrowing 17,404 22,576 + 5,172 +29.72
7)Central Bank Advances 103,147 38,635 - 64,512 -62.54
8)Treasury Bonds 34,877 35,315 + 438 + 1.26
9)}0ther Trusts 37,601 203,579 +165,978 +441,42
10)Change in Cash -62,385 -238,622 -186,237 -355.52
NET ERROR 10,907 36,580 + 25,673 +235.38

STATE ECONOMIC ENTERPRISES

{ | At constant prices, the State Economic Enterprises contribution

I L0 GDP increased from 9.2 percent in 1975 to 12.2 percent in 1979.
?urthermore, the SEE's provided 23.5 percent of value added in
industry in 1975 and 31.9 percent in 1979.
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SEE's CONTRIBUTION TO GDP

(Million TL.)
____At Current Prices ' At 1968 Prices
G DP S.E.E. % G.D.P. S.E.E.
1975 519,175 47,907 9.2 177,760 18,015 1
1976 658,589 64,907 9.8 152,780 21,026 1
1977 868,313 88,808 10.2 201,267 24,227 1
1978 1,272,719 136,729 10.7 207,190 25,958 1
1979 2,134,741 232,878 10.9 207,742 25,332 1
SEE'S SHARE OF THE VALUE ADDED IN INDUSTRY
{Million -
‘At current Prices At 1968 . Prices
Industry SEEs % Industry SEEs %
1975 97,206 22,215 22.9 36,823 8,664  23.5
1976 119,794 31,636  26.4 40,600 10,902 26.9
1977 164,085 48,728  29.7 45,790 14,155  32.3
1978 281,285 75,412 26.8 47,508 14,749 31.0
1979 496,037 135,353 27.3 45,725 14,609 31.9

Investments by SEEs increased continuosly in each of the firs
three planned periods. In the first Planned Period (1963/1967),
their share of total investments was 15,9 percent, it increased
to 20.6 percent in the Second and to 23.4 percent in the Third
Planned Period. The SEEs' share continued to increase until 1980
‘when it was 32.8 percent of the total. However, there was a slig
decrease, to 30.7 percent, in 1981,

SECTORAL DISTRIBUTION OF SEEs' INVESTMENTS
IN THE THREE PLANNED PERIODS

First Plan Second Plan Third Plan

___(1963-1967)  _(1968-1972) (1973-1977)
Public SEEs Public SEEs Public SEEs Privat
Agriculture 18.4 1.0 15,0 0.5 10.4 0.6 14.1
Mining 7.8 19.7 4.9 8.8 6.7 10.3 0.5
Manufacturing 12.3 31.4 12.2 47.8 23.6 kY, 2 31.0
" Energy 11.3 18.0 1k4.6 18.8 14,1 20.2 0.3
Services 50.2 29.9 45.3 24,1 45,2 2h.7 . 54.1
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0
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SEEs INVESTHENTS AS A PERCENTAGE OF
TOTAL AND PUBLIC [NVESTMENTS

Percentage of
Tota] Investments

Percentage of
Public Investments

b3

;91'

¥ 1963/67

.gg - 1968/72

-3 1973/77

;_ﬁ; 1978
4 1973

T~ 1980 ,
; 1981

15.
20.
23.
21.
27.
32.
30.

~ 000 = B OV

34.8
43.8
50.0
4.8
54,1
58.6
53.5

FINANCING REQUIREMENTS OF
THE STATE ECONOMIC ENTERPRISES

(Billion TL.)

1980 1981
Surplus/Deficit 17.0 - -22.5
Investments ‘ 281.1 398.5
Financing Required
Sources of Financing 264 .1 421.0
Budget 152.9 229.6
State Investment Bank 16.2 51.9
Foreign Project Credits 1.3 65.7
Support and Price Stab. Fund 31,0 73.8
Special Fund 10.0 -
Fund No.20 12.7 -

and for 54.5% in 1981.

) It will be seen that the financing requirements of the opera-
tional SEEs have continued to increase in absolute terms, from
264.1 bn TL in 1980 to 421.0 bn TL in 1981, As a percentage of
GDP, their financing requirement. increased’ from 6.1 percent in
1980 to 6.6 percent in 1981, In both 1980 and 1981, the most
important source of financing was budgetary transfers and these
accounted for 57.9% of the total financing requirement in 1980

Fifteen point six percent of the total financing required was
met through Foreign Project Credits in 1980 and again in 1981,
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PROF1T/LOSS ACCOUNTS OF THE SEEs

{in billion TL.)

The aggregate net pre~tax(after treasury subsidy is deducted)
loss of the 35 operational SEEs was substantially reduced in 198(
as compared with 1979 and in 1981 there was a swing to a profit «
1.7 bn TL. L o X

EHPLOYMENT IN THE OPERATIONAL SEEs

{000 persons)

%
1379 1980 increase 1981 increase
|Administrative Staff & :
Technical Personnel 159.9 160.7 0.5 161.8 0.7
Workers 388.5 386.4 -0.5 367.1 -5.0 °
Total 548.4  547.4 -0.2 528.9 -3.4 .

_ Although there was a big overall increase in the number of
persons employed by the SEEs during the past decade, there was
~actually a fall of 0.2 percent in 1980 and of 3.4 percent in 198
A positive development is the imposition of restrictions on fill
job vacancies; only 50 percent of the vacancies arising in 1981

were in fact filled. )

1981 Pro- - _ 1982 c

1979 1380 % visional % Prog. ’

Total Profit 20.7 67.5 226.1. 136.0 101.5 144.8 6
Number of Profit o '

Making Enterprises 23 - 27 : 25 ‘ 32 '
Total Loss 17.5 =15.4 12.0 =-25.2  -63.6 -15.2 39
Number of Loss _ _

Making Enterprises 12 8 ‘ 10 ) 3
Total Profit/Loss 3.1 52.0 1577.% 110.8 113.1 129.7 17
Total Number of : S

Enterprises - 35 35 35 : 35
{Less) Treasury ‘

_ Subsidy 7h.1 75.1 1.4 10941 45.3 ~  82.5 -24
- Net Profit/Loss -71.0 =-23.1 67.5 1.7 = 107.h4 47.1 2670
{Refore Tax)
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SEEs SHARE OF EXPORT-IMPORT TRADE

(US dollars)

— - 7980 ' T 98 1%

. Total SEEs __%Share Tota) SEEs %Share
Imports 7,909,444 5,159,942 65.2 8,924,57h 5,193,664  58.2
a}Petroleun 3,862,067 3,434,258 88.9 3,878,196 3,555,624  91.7
b)Non- Petroleum b,047,377 1,725,684 k2.6 5,046,378 1,638,040 32.5
Exports Merchandise.2,910,122 362,590 12.5 4,702,935 575,654 12,2
Exports Service - 313,408 - - 393,316 -
Exports, Total -7 675,998 - - 968,970 -
#Provisional

™

In 1980, 65.2 percent of all imports and 12.5 percent of all
exports were realized by the SEEs. In 1981, their share of total
3 imports and exports decreased to 58.2 percent, 12.2 percent, res-
'ﬁ_ pectively but their services earnings increased by 25.5 percent
3 and their merchandise exports by 58.8 percent.

o
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5. PRODUCTION
AGRICULTURAL PRODUCTION
The production index and annual percentage changes in Turkey's

agricultural production are given below and compared with'world prx
tion and the production of the less developed countries:

AGRICULTURAL PRODUCTION
(Average for 1969-1971=100)

TURKEY WORLD I Less
. Percentage Percentage Developed
1ndex Change . Index Change Countries
1970 29 - 100 - 101
1971 106 7.1 103 3.0 103 2.0
1972 109 2.8 103 0.0 103 0.0
1973 101 - 7.3 108 4.9 107 3.9
1974 112 10.9 110 1.9 111 3.7
1975 121 - 8.0 113 2.7 116 4.5
- 1976 130 7.0 115 1.8 119 2.6
1977 130 - 0.0 118 2.6 122 2.5
1978 134 . 3.1 123 h.2 127 bt
1979 139 3.7 124 0.8 130 2.4
1980 1l 1.4 125 0.8 133 2.3
1970-80 42.4 : 25.0 31.7
1970-80 Yearly Av. 3.6 2.2% 2.8
AGR1CULTURAL PRODUCTION
(thousand tonnes)
3 3 3
1973 Chang 1380 Change 1981 Change
Wheat 17,500 + 4.8 16,500 - 5.7 . 17,000 + 3.0
Barley 5,240 +10.3 5,300 - 1.1 5,900 +11.3
Rice ‘ 225 +18.4 143 -36.5 152 + 6.3
Pulses 762 + 4.5 732 - 3.9 805 +10.0
Cotton : 476 + 0.2 500 + 5,0 542 + 8.4
Tobacco _ 206 -27.3 234 +13.6 200 -14.5
Sugar Beet 8,760 - 0.9 6,766 -22.8 11,000 -62.6
Potatoes 2,870 + 4.4 3,000 + 4.5 2,900 - 3.3
Sunflower . 590 +21.6 750 +27.1 700 - 6.7
Cotton Seed 768 + 1.0 800 + 4.2 848 + 6.0
Ground nuts 58 +11.5 k1 -29.3 50 +21.9
Peaches 220 - 4.3 240 + 9.1 249 0
Apples 1,350 +22.7 1,530 + 5.9 1,200 “16.1
Citrus fruits 1,115 + 3.1 1,174 + 5.3 1,184 0.8
Hazelnuts 300 - 3.2 250 -16.7 350 +40.0
0lives : 480 -60.9 1,350  +213.9 600 -55.6
Figs 200 + 8.1 205 + 2.5 205 0
Tea (Green) 555  +23.6 L76 -14,2 210 -55.8
Vegetables 7,356 + 6.2 7,539 + 2.5 8,087 + 7.3

Source: Central Bank of Turkey, Annual Report 1981
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MINERAL PRODUCTION

uUnfortunately, the complete returns for 1981 are not yvet ‘available
put there appear to have beeh.minor improvements in the output of
hard coal, chromite and sulphur. and more important gains in phosp-
hate and copper concentrade production. T :

The most disquieting fact about the minerals sector in 1980
was that production of a number of important minerals was below
1968 levels. The production index for 1980 with 1968 as 100 was
76.3 for crude petroleum, 87.9 for hard coal, 90.7 for chromite’
and 95.3 for sulphur. Compared. to the maximum physical production
attained during the period 1968-1980.none of Turkey's seven principal -
minerals showed any improvement in 1980 and, from the information
so far available, this seems to apply to 1981, too.

Employment in the mining sector in 1980 was 96 percent of
the maximum attained in 1977 and the number of firms engaged in
the industry was only 83.3 percent of the 1974-1976 level.

In 1981, the State Enterprise "Etibank" issued details of several
mining projects in whigch it is interested in forming joint. ventures
with foreign investors. This was an important change of policy . on
Ftibank's - and the government's - part and some 45 internationally
active companies were invited to investigate conditions in Turkey - .
and prospects in so far as these projects are concerned. ‘Steps have
already been taken to begin negotiations-on several mining projects.

1980 Mineral Production: As a perbentage-of the maximum achieved
in the period 1968-1980: : -

1968: 100

Years Max i mum 1980 As percentage
‘of Maximum

Hard Coal 1974 113.8 87.9 77.2
Lignite - 1978 223.2. 210.4 - 94.3
Crude petroleum 1969 116.7 ' 76.3 - 65.b
Iron ' 1978 - 188.8 115.7 61.3
Chromi te 1975 156.8 90.7 57.8
Copper 1974 246 .4 161.9 ' 65.7
Boron Minerals 1980 367.4 367.4 100.0
Magnesi te 1980 695 .3 694.3 100.0
Sulphur : : 1970 . 110.6 95.3 86.2
Employment 1977 139.7 - 1341 - 96.0

1974 '
Number of Firms 1976 175.4 1h46.1 83.3
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OUTPUT OF SOME INDUSTRIAL PRODUCTS

('000 tor
1977 1978 1979 1980 198
Mining ' . : ' , . _ o
Hard Coal (T) 4,393.0 4,292.1  4,051.3 3,603 3.97
Lignite (k). , 8,289.0. 9,321.0 11,050.6 13,639 15,66
Chromi te (k). - 227.0 212.1 - 176.4 170 20
Copper Cofhicentres (k) : 110.0 115.8 127.3 101 15
Sulphur{KT) 20.0 20.0 21.0 23 2
Crude 0i1(T) ' 2,713.0 2,654.3 2,832.9 2,316 2,3¢
Tinkal (T) o ‘ 135.0 158.9 192.0 224 27
Colemanite (K)- _ 210.0 311.6 39%4.3 453 37
Wol fram Concentrate (T) {ton) - 7.7 257.5 294 2¢
Phosphate (T) 24,0 23.6 26.7 21 L
Alumina (T)" ‘ 170.0 7h4.3 75.2 137 1:
Electrical Energy (T) (Gwh) 20,058.7 21,724.6 22,541.6 23,275 24, 8¢
Manufacturing Industry
Food . ‘
Sugar (T) i 995.4 1,080.5 . 975.8 785 1,0
Tea (K) 77.4 89.1 102.0 96
Meat (K) 80.1 63.5 - 55.6 43
Pasteurized Milk(mn.1t.)(K) 11.6 12.7 17.6 16
Tobacco & Beverages , -
Filter Clgarette (T) 27.8 29.4 28.6 27
Non-Filter Cigarrete(T) 28.3 22.1 27.8 21
Raki (000 1t.)(T) , 46,823.0 43,621.0 A42,642.0 44,000 44,0
Vodka (000 1t.){T}) ' 5,374.0 5,344.0 4,831.0 4,200 3,k
Beer (000 1t.)(K) 58,576.0 56,131.0 41,813.9 35,000 36,0
; Wine (000 1t.)(K) 4,977.0 6,904.0 6,614.8 6,000 5,0
| . i
5 Textiles & Leather
Cotton Yarn (K) 37.8 37.6 44,3 41.5 424
Cottort Text. (mn. m.) (K) 178.9 200.3 189.7 177.2 221.7
1 Woollen Yarn(K) - © 3.7 h.2 3.5 3.4 3.¢
| Woollen Textiles (mn. m.) (K) 5.9 6.7 6. 4.8 6.C
Handmade Carpets (000 m?){K) 38.7 46.5 76.6 67.0 5h.¢
Machinemade Carpets (000 m?)(K)  145.7 126.2 12,1 97.2 104.¢
Shoes (000 pairs) (K) - : 2,755.0 2,495.0 2,828.02,525.0 2,759.
Paper (k) : 339.3 303.5 301.8 301
Motor Vehicles :
Car Tyres (000) (T) 1,285.1 1,737.0 1,387.9 1,528 1,
Truck&Bus Tyres (000) (T) 913.5 1,062.0 1,182.6 1,186 i,
| Tractor Tyres (000) (T} 296.0 4ok.0 372.3 510 :
: Tubes (000) (T) 1,613.3 .1,765.0 1,737.8 2,088 2,
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T 1977 1978 - 1979 1960 98T
& Petrochemicals

chef;li:ls <) - 23.4 21.1 35.8  36.0 399
soric Acid (T) 20.9 17.6 10.0 17.0 - 23
sodium Perborate (K) 10.8 5.0 5.4 10.0 10.0
salt (K) 737.0 989.4 1,079.3 1,171.0 1,308.¢
pyc (K) ' 37.7 36.5 21.5 271 39,2
poliethylene (K) 25.6 20.2 17.2 16.3 17.7
carbon Black (K) 15.8 12.5 15.1 15.4 484
synthetic Rubber (KT) 20.7 15.5 20.0 204 994
polystrene (K)) 13.1 7.9 9.0 1.0 2.3
caprolactam (K) 14.5 12.7 16.4 1h.9 4.4
oleum Products .

Petgasoline (T} 2,391.6 2,066.1 1,891.9 1,805.0 1,937.¢
Dlesel 011 (T) 3,382.3 2,670.3 2,421.0 3,105.0 3,535.q
Fuel - 0i1 (T) 6,355.6 5,797.3 4,284.5 4,756.0 4,977 9

Cement (T) 13,832.0 15,340.0 13,812.0 12,875.0]5’043.0
rtilizers & Auxiliary Products

e Ammonia (T) 152.1 264 .1 248.4 321.0 3459
Sulphuric Acid (T) 418.1 278.0  297.3 3240 §17.9
Phosphoric Acid (T) 166.3 127.6 160.4  176.0 218,
Nitrate Fertilizers (T) 972.9 1,265.4 °1,660.8 2,253.0 3,336.0
Phosphate Fertilizers (T) 1,812.0 1,236.6 1,603.5 2,051.0 3,273.0

Iron & Steel
Coke (T) 1,655.7 1,761.3 2,040.2 1,871.0 1,839,
Crude lron (K) 1,613.3 1,710.0 1,966.0 1,908.0 1,840.9
Molten Steel {K) 1,400.7 1,636.0 2,277.6 2,275.0 2,363.0

Non Ferrous Metals :

Copper (Biister)(T) 31.8 26.2 22.2 159 27,3
Molten Atuminium (T) 48.5 32.3 31.7 33.6 4o}
Zinc Ingots (K) 16.1 17.3 17.2 12.6 18.1
Ferrochrome (T) 13.1 35.6 33.2 327 ho.7

Agricul tural Machinery
Tractors (T) 31,380.0 17,772.0 14,487.0 15.652 24, 75

Hotor Vehicles (No)

Trucks (T)(no) 20,851.0 13,142.0 13,239.0 8,165 11,915
Vans (T) 14,057.0 6,880.0 7,966.0 7,282 6,567
Cars (T) 58,245.0 53,590.0 43,554.0 31,533 25 304
Buses (T) 1,555.0 1,416.0 1,639.0 1,641 o4
Minibuses (T) 5,397.0  3,155.0 4,134.0 2,243 1 g4

Raitway Vehicies (No)

Locomotives (T} : 53 52 35 ko 25
Wagons (T) 7 519 516 1,311 604 853
- e

Source: State Planning Organization

(K}: Production of public sector only
(T): Total production
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PUBLIC SECTOR MANUFACTURING
INDUSTRIES' OUTPUT

At constant prices, the value of the production of the public m
facturing sector increased by 7.2 percent in 1981, compared Wwith
an improvement of 0.5 percent in 1280. The appended list covering
17 public manufacturing enterprises shows positive increases for
13 of them and negative growth rates for the remaining four. The
highest rates of increase were recorded by the Azot (Nitrate) Fer
tilizer Industry Co. (50.7 percent) the Sugar Company (49.8 perce
and Turkish Cement Industries Co. (26.6 percent). The four cases
of negative rates of increase were the following: Caykur's tea
production decreased by 45 percent' and production of steel decrea
at all three mills: Iskenderun's production by 26.7 percent, Ereg
Iron and Steel's by 3.3 percent and Karabuk's by 0.7 percent.

Public sector output represented 41.4 percent of total manufac
turing production. It was 42.1 percent in 1980.

PRODUCTION OF THE PUBLIC MANUFACTURING SECTOR

) at constant Rate of Rate of Implici

at current prices prices Growth Growth Price

' 1980 1981 1981 {Current) (Constant) Deflats
Etibank (Minerals) 15.2 21.5 16.8 k1.5 10.6 27.9
T.E.K.  (Electricity) 55.4 83.4 58.7 50.5 6.0 41.8
T.K.I. (Hard coalsLignite) 35.9 64.1 39.6 78.6 10.3 - 61.9
T.Seker {Sugar) 32.4 85.4 48.5 163.2 k9.8 75.9
T.Cimento (Cement) 1h.9 25.9 18.8 74.3 26.6 37.7
Petrol (0i1) 2491 403.4  255.1 61.9 2.k 58.1
Seka (PapertCellulose) = 20.9 32.6 24.5 55.4 17.0 32.8
Sumerbank (Textiles, etc.) 35.2 5h.7 39.8 55.2 13.2 37.1
Azot San. (Fertilizers) 12.9 24.8 19.4 33.0 " 50.7 28.1
Yem San. (Animal feed) 3.1 5.1 3.1 62.7 1.8 59.8
Tekal{Cigarettes,spirits,wine}90.7 143.4 10t1.4 58.1 12.2 4o.9
Karabuk Demir Celik(lronsSteel)2.2 27.6 22,1 24,2 - 0.7 25.1
Eregli Demir Celik 37.8 48.8 36.6 29.2 - 3.3 33.6
Iskenderun Oemir Cellk 18.5 16.9 13.6 - 8.6 -26.7 2h .7
Petkim (Petrochemicals) 27.6 35.7 3.4 29.5 13.% 13.7
M.K.E: (Machinery,metals etc.) 9.7 17.0 10.4 75.3 6.9 64.0
Caykur (Tea) 18.4 15.9 10.1 -19.2 ~h4.9 46.0
Total 695.8 1,105.2  750.0 +57.9 + 7.2 47.4

Source: State Institute of Statistics



The

minerals ’

turing industries was 1
production 10683 bn TL.

- 39 -

PRIVATE SECTOR MANUFACTURING
INDUSTRIES'_OUTPUT '

duction of chemicals increased by
tion of food, beverages and tobacco by 12.2 percent.

PRODUCTION OF PRIVATE MANUFACTURING SECTOR

rate of increase in total production of the private maﬁufac—
0.3 percent in 1981; the total value
in 1981 as against 964 bn TL. in 1980.

of

The highest rates of increase were registered by non-metallic
the production of which increased by 14.8 percent. Pro-
12.9 percent and that of produc-

The lowest rate of increase was in the basic metal industry:
output in this sector rose by only 1.1 percent.

at constant Rate of Rate of implicit
at current prices prices Growth Growth Price

1980 1981 1981 (Current) (Constant) Dpeflator
Food-Beverage&Tobacco 128.3 210.5  143.9 64.0 12.2 b6.3
Textiles-ClothingELeather 150.4 222.1 163.8 L7.6 8.9 35.6
Forestry Product,furniture 10.9 15.1 11.5 39.0 5.8 31.4
Paper & Printing 20.7 28.1 21.6 35.9 .6 30.0
Chemicals,Petroleum,Coal 265.5 436.6  299.7 b4. k4 12.9 bs.7
Non-metalic minerals 70.7 113.2 81.1 60.2 14.8 39.6
Metal Industry 77.3 108.2 78.1 40.0 1.1 38.5
Metal products, machinery 214.5 320.1  234.5 49.2 9.3 36.5
Others 3.3 .7 3.5 43.6 8.5 32.4
Cooperatives 22.2 35.5 27.8 59.7 1.0 43.3
Total 963.8  1,494.2 1,062.6 55.0 10.3 40.6

Source: State Institute of Statistic
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PRODUCT!ION PROFILE OF THE
PRIVATE SECTOR MANUFACTURING INDUSTRIES
(Percentage contribution)
(Current prices)

1971 1981
Food, Beverages, Tobacco 25.0 14,1
Textiles, Clothing, Leather 23.6 - 14.9
Forestry Products, Furniture 1.7 1.0
Paper and Printing 3.4 1.9
Chemicals,Petroleum, Coal 13.7 29.2
Non-metallic Minerals ‘ 5.5 7.6
Basic Metals Industry L.8 7.2
Metal Products, Machinery 20.0 21.4
Others 2.3 0.3
Cooperatives - 2.4
Total 100.0 100.0

As may be éxpected, the production profile of the privafe sec-
tor has changed considerably in recent years. During the course
of the past decade the following basic changes have taken place.

Food and textiles declined in relative importance while chemic:
more than doubled their share of total production values. Forestr:
products, furniture and paper were also among the industries whicl
lost some of their importance. In summary the consumer goods indus
lost ground to intermediate and investment goods production

SURVEY OF MANUFACTURING

Data taken from surveys of manufacturing covering the five yea
1975-1979 emphasise a number of differences betwen the public and
the private sector.

- Average annual wages are consistently higher in the public
sector.

- Over the five years period, real wages increased by 8.9 perc
in the public sector and by 10.7 percent in the private sector.

- Value added per person which was higher in the public sector
at the beginning of the period (1975-1977) became much lower in
the final two years. Decreased productivity in the public sector,
low pricing practices and low profitability are the main factors

"behind dhe differing tendencies in the public and private sectors

- Wages as a percentage of value-added was higher in the priva
sector in 1975 and 1976, 36 percent and 34 percent, respectively,
in the private sector in contrast to 27 percent in both years in
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the public sector. But the private sector '"wage/VA" ratio then
decreased consistently to 31 percent in 1979, whilst the public
gector "wage/VA" ratio accelerated to 40 percent in 1977 to 46
percent in 1978 and to 48 percent in 1979. ' :

- The public sector dominates in the food, chemicals and basic
metals industries whilst the private sector leads in textiles metal
products and chemicals. ' ‘

FROM SURVEYS OF THE
MANUFACTURING INDUSTRIES

1975 1976 1977 1978 1979

Annual Wage
Public Sector
Real MWage
At current prices
Private Sector
Real Wage
At current prices

Value added per person
Public Sector
Private Sector

Wage/V.A.
Public
Private

Public Sector V.A.
Food 31
Textiles 32
Wood 33
Paper 34
Chemicals 35
Non-metallic Min.36
Basic Metals 37

Metal Products - 38

Private Sector V.A.

Food 3
Textiles 32
Wood .33
Paper 34
Chemicals 35
Non-metallic Min.36
Basic Metals 37

Metal Products 38

s

170,200 184,200 206,600 286,800 419,900

27 27 40 L6 48

36 34 34 33 3

31,11 31,18 34,35 30,39 26,70 -
5,91 6,77 5,33 6,32 7,10
0,96 0,93 1,79 0,92 1,31
3,75 3,91 3,83 4,29 2,55
2,16 2,48 2,88 3,56 - 2,83
12,57 12,77 23,06 22,77 25,07
5,82 5,86 9,45 11,02 12,14
12,83 12,00 11,40 11,91 10,30
22,03 24,07 21,87 22,53 24,15
1,82 1,70 1,91 1,93 1,47
3,59 3,08 3,55 3,10 - 2,69
17,80 15,55 17,66 17,65 20,78
7,60 8,48 9,83 8,66 8,32
5,68 6,48 7,20 6,45 7,07
28,13 28,10 26,04 27,27 24,77

12,974 11,812 15,439 15,166 14,127
47,458 50,743 83,573 132,897 202,452

9,923 11,250 12,350 11,677 - 10,987
36,298 48,332 66,848 100,574 157,449

99,200 135,300 189,900 298,100 485,000

Source: State Institute of Statistics
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CAPACITY USE IN INDUSTRY

"After the stagnant years of 1979 and 1980, the performance ¢
Turkish industry last year must be regarded as satisfactory, i1
~ still far from ideal.The available data indicate an upsurge i1
the production of almost all critical commodities, together witl
increased capacity utilization. The latter is especially import:
as in the past Turkey suffered severely because of idle capacit:
which in turn aggravated the problem of unemployment.

A year-end survey by the State Planning Organisation of 124
eritical commodities has helped silence criticism of the results
achieved 1980 stabilization programme. But what was probably mo:
significant was that it coincided with a growing chorus of prot
against the govermment's tight-money and credit policy. Althougl
there have been complaints about declining production and a
succession of bankruptcies due to the high cost of finance takel
as a whole the private sector's industrial performance in 1981
last year ‘was -well above expectations.

Naturally, some less welcome facts alse be acknowledged -- I
instance car production has fallen. Tea output declined conside
mainly because CAYKUR, the State-run tea agency, bought only 20
tonnes of tea leaf from the growers instead of carring out 1its
~original plan to purchase 350,000 tonnes. Its main motive was t
buy only the exact amount of teda that could be handled by its
leaf processing plants. ‘ :

The production figures are overshadowed by the gains in capa
utilisation. In almost all sectors, more capacity was used last
year than at-any time in the recent past. One reason was indust
peace. Since strikes and lock-outs are still banned in Turkey,
‘factories operated without any major interruptions and basic in
were supplied regularly thanks prompt currency transfers for im

Capacity use in industry (mining and manufacturing sectors)
reased by 21.5 percent, raising average capacity use from 51.1
cent in 1980 to 62.1 percent in 1981, )

_ Only in one case the capacity use declined. The sub sector
question was automotive industry where capacity use declined b
3.4 percent from 49.3 percent in 1980 to 47.6 percent in 1981.

Capacity use in forestry products remained constant at 52 perce
between 1980 and 1981,

The most important increases in capacity use were seen in pa
metal industry and textile-clothing subsectors.

In spite of increases in the use of capacity in most of the-
tors there were sectors with substantially low use of capacity
‘as the gytomotive industry (47.6 percent), forestry products (5
percent), basic metals (54.6 percent), chemicals (57.5 percent)

metal goods (59.3 percent). .
|



Factors negatively affecting capacity use have relatively changed
| 4ith low demand becoming the number one factor in 1981 followed by
financing difficulties while raw materials was the number one prob-
iem in 1980 followed by low demand and financing difficulties.

It seems that availability of raw materials was not much of a
roblem in 1981, but financing of operations including purchase of
raw materials has become a major problem. Coupled with low. demand,
financing difficulties did not allow for wider use of capacity.

o
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| CAPACITY USE IN INDUSTRY

] " 1981

ahj] 1980  _Jan.817  June 81/ 1981 % Changes

-, 0 Average June 81 Dec.811 Average 3/2 473 L2 4/1
|| (1) (2) (3) (4}

el Nining 3.5  76.0 77.0 76.5 +1.3 +0.6 - 0.6 +75.9
4R| Food Ind. 55.0 60.0 67.7 63.8 +12,8 - 5.7 + 6.4 +16.0

:i\ Textile-Clothing 58.2  69.7 67.4 68.5 - 3.3 + 1.7 - 1.6 +7.7

14| Forestry 52.2 51.5 52.7 52.1 + 2.4 -1.2 +1.2 -0.2

| fi Paper 50.1 74.5 80.8 77.6 + 8.4 -3.9 + 4.2 +54.9

oM | chenlcals 49.9  54.9 60. 1 57.5 +9.5 ~-h.h + 4,8 +i5.2

| fi Eartherware 63.4 - 65.3 67.8 66.5 + 3.9 =-1.9 +1.9 + h.S

o8| Metal Industry 416 53.6 55.6 54,6 +3.7 - 1.8 + 1.8 +31.2
W | Metal Goods 51.5  58.2 60.5 59.3 + 4.0 ~1.9 + 2,0 #15.1

n gl | Qutomotive 49.3 h5.7 49.3 57.6 - 8,0 -~ 3.7 +h0 -3.4

- R | Others 47.5 57.2 61.7 59.5 + 7.8 -'3.6 +3.9 +25.2
| Average 51.1 60.6 63.7 62.1 + 5.1 =-2.h +2.,5 +21.5

't; ——

~ 4§ Source: Istanbul Chamber of Industry
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Factors Negatively Affecting Capacity Use:

1981
Low Demand %29.45
Financing Problems %22.00
Raw Materials %18.30
Energy %15.27
Infrastructure % 4.47
Others %10.51
100.00
1980
Raw Materiatls %20.7
Low Demand 220.1
Financing Problems %18.8
Energy (electrical) 317.3
Fuel %12.7
Others %10.4
100.0

BIGGEST INDUSTRIAL CONCERNS 1980 - AN ANALYSIS

~ The Istanbul Chamber of Industry has published a list of the
100 largest industrial concerns in Turkey every year since 1968,
In 1977, the list was enlarged to cover the top 300 and in 1980
to cover the "top 500™.

The 1ist of the 500 largest industrial coﬁcerns'inciudes detai
of their paid-up capital, number of employees, net earnings (pro:

after taxes), total turnover sales out of their own production al
exports.

The biggest 500 firms of the Turkish Economy have made sales
out of their own production amounting to 1,367 bn TL. while thei
overall sale were 1,707 bn TL. Approximately half of the sales
from own production were made by public enterprises. There were
‘79 public enterprises out of the total of 500. This indicates th
the average public enterprises is much bigger that the average
firm included in the biggest 500. '

Profit before taxes amounted to 124 bn TL.. 37 percent of thi
profit was made by the 79 public enterprises. ' '

The 500 firms gave employment to 538,325 worker. This represe
1,076 workers per firm.

'58.9 percent of this employment is being provided by public e
terprises representing an average of 4,015 worker per public fir

Y
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private enterprises employed 221,116 person. Average number of
worker private firm was 525.

The 500 firms exported 480 million dollars worth of goods or
approximately one million per firm. Exports of public enterprises
amounted to only 15 percent of the total exports of the 500 firms
indicating the low performance in exporting of the public enterprises.

Sales per worker do not differ very much between private and
public enterprises. It is slightly above 3 million liras perworker
perannum. Though sales per worker is slightly higher in private
than public enterprises. (3,372.438 for 421 private firms, 3,031,245
for the 79 public enterprises)

As could have been expected, the readjustment of the private
and public sector to a more liberal economy during 1980 ended with
1osses for some of these firms, 43 firms reported losses for 1280,
while 7 firms did not want to disclose their profits or losses.
out of the 43 loss making firms, 18 were public enterprises and
25 private enterprises. '

Loss making enterprises made approximately 10 bn TL. of losser for
a sales volume equal to 270 bn TL or 3.6 percent of sales. The rate
of loss was higher for the private sector (6.1 percent) than for
public enterprises (3.1 percent). Yet 18 public enterprises made
7.1 bn TL. of losses while 25 private firms made 2.6 bn TL of
losses. When translated into losses per firm the average loss
making public firm made 400 million TL. of losses while average
loss making private firm made 100 million of losses. :

Profit making enterprises showed a 9.5 percent profitability
as percent of sales. Not all sectors showed the same profitability.
Profitability was low in Food and Beverages (7.8 percent) automotive
(8.3 percent), chemicals (8.6 percent), It was much higher in
paper (18.6 percent), earthenware and cement(12.4 percent),forestry
prouducts (12 percent) and metal products (12 percent).

Public enterprises were more profitable in forestry products
{24.7 percent), paper (23.9 percent), automotive industry (14.2
percent) and textiles (13.2 percent). They were less profitable
in food and beverages (3 percent), chemicals (7 percent)}, earthenware
and cement (7.5 percent), basic metals (7.8 percent) and mining
(7.9 percent).

The private sector on the other hand was much profitable 1in
mining (32.6 percent), paper (18.5 percent), earthenware and cement
(13.8 percent) and chemicals (13.2 percent) but much less profitable
in forestry products (6.9 percent), automotivl (8.2 percent) and
textiles (9.4 percent).
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An analysis of the 421 private concerns sales by regional
location shows a concentration in the Istanbul area. In fact,
61.7 percent of private concerns' sales were made in Istanbul,
10,9 percent in the Aegean region, 7 percent in the Adana region,
5.3 percent in Ankara and 4.7 percent in Bursa.

The profit/sales ratio was the highest in Izmit (20.2 percent)
followed by Mersin (12.3 percent) and Istanbul (10.9 percent).
Bursa recorded the lowest profit/sales ratio (6.2 percent) of
private concerns whilst the profit/sales ratio of public enterpri
was 4.8 percent, less than half of 10.5 percent average ratio of
421 private firms. '

RELATIVE SHARE OF THE 79 PUBLIC ENTERPRISES
INCLUDED IN THE LIST OF "THE TOP" 500 FIRMS IN 1980

- {1980)
(in billion TL.)
. 79 Public
— 500 Firms Enterprises %
Sales from own production 1,366.7 691.2 50.6
Overall Sales . 1,707.2 961.5 56.3
Profits Before Taxes 124.2 6.1 37.1
Capital : 439.4 285.4 64.9
Employment o ‘538,325 317,209 58.9
Exports(million dollars) 479.5 - 73.2 15.3
Profit/Sales Ratio _ 7.4 4.8 64.9
Sales/Employment Ratio(000 TL)3,171.3 3,031.1 95.6
Number of ‘Overa11 ‘,Profit Profit{loss)
Firms Sales . or Losses Sales Ratio
Profit Making Enterprises ﬁSO_ 1,412.3 134.0 9.5
Public Enterprises 61 734.3. ' 53.3 7.2
Private Firms 389 678.2 80.7 11.9
Loss Making Enterprises -3 270.1 - 9.8 - 3.6
Public Enterprises 18 227.2 - 7.1 - 3.1
Private Enterprises 25 h2.9 - 2.6 - 6.1
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REGIONAL DISTRIBUTION OF '"THE TOP' 500 FIRMS

R R B s s

“1980) -
(Billion TL.)
e e profits  emlomene PR

5 Istanbul 253 458.9 49.8  129.863 10.9

Ege 59 81.3 7.6 ab k55 9.3

Adana 19 52.3. 3.8 20.666 7.3

Ankara ' 27 39.7 3.8 14.617 9.6

Bursa ' 21 35.3 2.2 9.858 6.2

fzmit 6 27.7 5.6 3,175 20.2

Mersin 8 23.6 2.9 8.546 12.3

Others 28 24.9 2.h 9,936 9.6

| Total 500 1,707.2 - 124.2. 538,325 7.4

Public 79 963.5 46,1 317,209 4.8

Private Firms 421 743.7 78.1 221,116 10.5
PROF I TS/SALES RATIO OF PROFIT MAKING
: ENTERPRISES -
-(1980)

, Public - Private

Total Enterprises . Enterprises .

Number of Profit/ Number of prgfits Number of Profit/|.

Firms Sales Firms . Sales Firms Sales
Mining 6 9.3 2 7.9 ¥ . 32.6
. Food, Beverages 72 7.8 10 3.0 62 1.5
B || Textlles, Leather 85  10.2 18  13.2 67 9.k
I Forestry Products ] 12.0 i 4.7 3 6.9
Paper , 10 18.6 1 23.9 9 18.5
Chemicals, OI1 70 8.6 8 7.0 62 13.2
Ear'thenware, Cement 38 1_2.h 7 7.5 31 13.8
Basic Metals 43 9.1 6 7.8 37 11.6
Metal Products 86 12.0 6 10.6 80 12,2
Autémotive i9 8.3 1 b2 18 8.2
Other Industries 17 11.2 1 4.5 16 11.5
Total 450 9.5 61 7.2 389 11.9
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6. POPULATION, EMPLOYMENT AND LABOUR RELATIONS
POPULATION

According to the finel results of the 1980 Census, the populat
of Turkey was 44 million 737 thousand. It had increased by 4 mill
389 thousand or by an average of 2,065 percent perannum during tt
inter-census period of five years. The yearly increment to the
population was thus 880 thousand. The population was located in
67 provinces, 572 districts and 36,155 sub-districts and villages

Urbanization continued to expand between 1975 and 1980 but at
a slower rate than previously. Urban population, which did not
exceed 25 percent of the total during the first 25 years of the
Turkish Rebuplic, increased quickly there after and in 1980 urbar
centres accounted for around 44 percent of the total population,
whilst the total sub-district and village population decreased fr
75 percent to 56 percent during a half century.

The number of cities did not change between 1975 and 1980 but
their population increased by 17.4 percent, raising the populatic
of the 639 cities to 19.6 million in 1980 from 16.7 million in
1975, There were 41 cities with populations exceeding 100,000 in
1980, as against 36 such cities in 1975.

Fifty-six percent of the total population lives in 36,155 sub-
districts and villages, most of which have a population of less
than 3,230 people. There were only 472 communities which had
populations exceeding 3,250 people.Out of a rural population of
25.1 mn, 4.3 mn people live in 472 communities while 20.8 million
live in 35,683 communities.

A breakdown of the 1980 census results by regions shows that
the population increase was considerably higher than the overall
average for Turkey (2,065 percent p.a.) in the Marmara and Aegean
(3.17 percent p.a.) and Mediterranean (3.11 percent p.a.) coastal
regions.

The population increase was higher in the cities, with the
exception of Thrace-where the rural population increased by almos
5 percent per annum and total city population increased by an
average of 0.9 percent p.a.

Village population remained practically stagnant in West and
South-East Anatolia and increased by 0.3 percent in Central Anato
It increased mildly in East Anatolia 0.9 percent p.a. and on the
Black Sea coast 0.97 percent p.a. Significant increases in villag
population were realized on the Mediterranean coast (2.36 percent
p.a.) and on the Marmara and Aegean coastal regions (2.54 percent
p.a.) while a remarkable rate of increase was realized in Thrace

(4.95 percent p.a.)
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POPULATION BY REGIONS AND ANNUAL RATES OF INCREASE
(1980 Cehsus, Million) - o

- , Provinces and Sub-districts % Rate of .- Percent
- S Districts and ‘Increase - Perannum
Total Cities Villages Total  Cities Villages
Total o k4.7 19.6- : 25.1 2.06 - 3.04 1.34
Thrace 4.3 2.4 1.9 2.59  0.92 4.95
Black Sea Coast 6.2 - 1.7 4.5 1.47 2,82 . 0.97
Marmara and o : . L
Aegean Coast 8.4 4.1 4.3 3.17 3.84 2.54
Mediterranean ' : B ‘ .
Coast 3.9 1.9 . 2.0 3,11 3.93 - 2.36
West Anatolia 3.2 1.3 1.9 1.30 3.31 0.03
Central ‘ — S
Anatolia 11.0 5.2 5.8 1.51 2.94 0.31
South-East - : ‘ ‘ L o
Apatolia- 2.0 1.0 1.0 1.500 .~ 3.06 = 0.06
East Anatolia 5.7 - 1.9 3.8 1.76 3.54 0.91

EMPLOYMENT

Turkey's rate of population growth has been véry high over the
last twenty years; the average annual rate of increase has been
as high as 2.5 percent. ' ‘

During the 1960's and up to the end of 1973, emigration to
Western Europe slowed down the population increase. In recent
years, falling, fertility rates were more or less balanced by
falling mortality rates. Mortality rates, having reached about
average European levels, may not fall substantially whilst fer-
tility rates are likely to continue their decline. The expected
slow-down in population growth, however, would affect the labour
market only after 15-20 years. Meanwhile, the active population
is likely to increase at a rate of around 900 thousand per year
and the labour force by close to half-a-million, whilst, in the
1970s, new jobs have been created on average at an annual rate
of only 190 thousand. Job creation was relatively higher between
1970 and 1975 and corresponded to an annual rate of 216 thousand
but it dropped to 162 thousand between 1975 and 1980.

While 6 out of 10 people of. the economically active population
are still engaged in agriculture and related activities, there
has been a perceptible decline in the last twenty years from
77.2 percent in 1962. This fall of 15.3 percentage points was
accounted for partly by an increase of 3.5 points in employment

I industry. The most rapid increase, equal to 6.1 percentage
Points, occurred in the services sector, particularly in the
Civil service and in commerce. Overall, 58.2 percent of total
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employment created during the 20 years of planned development to
place in the services sector, 34 percent in industry and constru
and 7.8 percent in transportation.

Between 1962 and 1981, employment in the non-agricultural sec
of the economy increased by 5 percent per annum at the beginning
of the period and 4 percent in during the second half. It droppe
further, to 2.4 percent p.a., during 1975-1980. It is expected t
remain approximately.at the same level with a postulated GDP grow
of 4 percent-per annum or to increase to 4 percent per annum if
the GDP inereases by 5.5 percent per annum during the period 198
to 1985.

Employment in industry has increased, on average, by approximat
3 percent p.a. while*that in the construction sector has increas
by 4.1 percent p.a. The overall average for the non-agricultural
sectors has been affected by the high rate of employment increas
in banking (8 percent), commerce (3.9 percent) and services (4.2
percent).

There are several reasons for believing that the State Planni
Organisations implicit estimate of.the magnitude of agricultural
population and of the rural exodus may be too high. It.is based.
on a rising rate of participation in agriculture as well as else
where, but as education spreads and incomes rise, the employment
of children and women is likely to fall rather than to rise. On
the other hand, the estimate is predicated on very high growth
rates of productivity in agriculture: 5.1 percent per annum in
1972-1977, 9 percent in 1977-1987. Such increases in productivit;
are unlikely to materialize, a productivity increase of around 3
percent p.a. for agriculture seem more likely in the medium-term
Thus, the actual extent of disguised and open unemployment in
agriculture and the rate of annual exodus may well be less than
the SPO's estimate. A more realistic projection might be based o
a slight increase in the agricultural labour force of around 0.4
percent per annum, which, together with the 3.2 percent productiv
increase, will make up 3.6 percent per annum in agricultural pro
duction. In fact, the increase in agricultural production averag
3.3 percent per annum during the two decades 1962-1981-

SECTORAL DISTRIBUTION OF
MANPOWER DEMAND 1962-1981

196 2 : 1961 Change

{000) % {000) % ~ Absolute :
Agriculture 9,7h2 77.2 9,511 61.9 - 231 -
Industry 1,048 8.3 1,818 11.8 770 T
Mining - 68 0.5 128 0.8 60 ' 8t
Manufacturing - 948 7.5 1,586 10.3 638 6,
Energy-Water 32 0.3 104 0.7 72 22!
Construction 272 2.1 583 3.8 31 11
Transportation 248 2.0 491 3.2 243 9t
Commerce 310 2.4 642 .2 332 10;
Banking kg 0.4 213 1.4 164 33!
Services 951 7.5 2,087 - 13.6 1,136 . R
Total 12,620 100.0 - 15,345 100.0 2,725 " 21
Non-Agricultural 2,878 22.8 5,834 38.0 2,956 10:
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PERCENTAGE.DISTRIBUT!ON OF THE
ECONOMICALLY ACTIVE POPULATION

(%)

— | =~ 981767
: 1962 1981 Change
" .
agriculture 77.2 619 -15.3
Absorbed by Relative Share of
the absorption

Industry 8.3 11.8 3.5 . 22.9
Mining 0.5 0.8 0.3 2.0
Manufacturing 7.5 10.3 2.8 18.3
Energy-Water 0.3 0.7 0.4 2.6
Construction 2.1 3.8 1.7 11.1
Transportation 2.0 3.2 1.2 7.8
Commerce 2.4 4.2 1.8 11.8
BankIng 0.4 1.h 1.0 6.5
Services 7.5 13.6 6.1 39.9
Total 100,0 100.0 15.3 100.0

Source: SPO

The development strategy of the Five Year Plans has emphasised
a higher rate of growth of output and labour productivity than that
of employment. Although the rate of growth of employment in industry,
construction and transportation accelerated during the Second and
Third Plan periods (1968-1977) it failed to absorb the increments
in the labour force. This is partly because the rate of employment
growth in services gradually fell from 8 percent during the First .
Plan period, to 6.4 percent during the Second and to only 3.9 per-
cent during the Third Plan period.

Structure of the Labour Surplus

According to recent estimates, surplus labour is around 3 million.
Some 350 thousand persons are registered unemployed looking for
jobs through the Labour Placement Office while an other 700 thousand .
&re in search of work on their own. It is estimated that there .
are 1.3 million people not actively looking for a job and that
disguised unemployment in agriculture accounts for around a further
700 thousand persons. '

The active unemployment as a percentage of total labour supply
rose from around 5.22 percent in 1980 to 5.53 in 1981.

The unemployment rate would have increased even more but the
resumption of workers' emigration, mainly to the Middle Edast; and
2 'fall in the labour force participation rate, from 72.7 percent in
1970 to 65.3 percent in 1980 eased the pressure on employment.
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LABOUR MARKET
(0ctober-1977-1982)

- Estimat
1977 1978 1979 1980 1981 1982
Sectoral Employment
Agriculture{inc.Agric. '

Surplus Labour) 9,555.8 9,537.2 9,528.6 9,520.0 9,511.5 9,481.1
Mining 116.7 120.2 122.8 124.2 128.27
Manufacturing 1,591.6 1,609.6 1,571.5 1,547.7 1,585.7} 1,866.(
Energy,Gas,Water 93.0 96.6 99.6 98.9 104,
Construction 547.2 562.1 577.6 580.6 582,67
Transportation 4gh,7 500.9 hg2.2 480.2 451.1 '
Trade 637.0  645.8 637.7 628.2 642.3F 4,114.!
Banking, Insurance,Real ' '

Estate 197.3 204.3 208.5 . 211.1 212.9
Other Services 1,641.5 1,699.6 1,727.1 1,767.4 1,814.1
Unspecified - 256 273 273 273 273
Total 15,121.3 15,249,3 15,238.6 15,231.3 15,345.7 15,467 .¢

Source: SPO Draft 1982 Programme.

CHANGES [N EMPLOYMENT AND LABOUR SURPLUS
(October, 1978-1982) (in thousands)
(Changes from previous year)

1978 1979 1980 1981 1982

Additional Employment

in Non-Agricultural Sec. 136.6 15.4 “16.2 122.9 146,2
Total Additional Employment 128.0 -10.7 - 7.3 114.4 116.1
Civilian Labour Supply 252.9  265.1 277 .4 438.4 460,3
Surplius Labour in Non

Agricultural Sectors 12,9 275.8 284.7 324.0 344.2
Surplus Labour in Agr. -20.0 -20.0 0 0 -35.0
Total Surplus Labour 104.9 255.8 284.7 324.0 309.2

Source: State Planning Organizdtion
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STRUCTURE OF THE LABOUR SURPLUS
(October, 1979 - 1982 in thousands)

- 1982
1979 1980 j981 Estimated

w———

A)Labour Surplus _
a)Unemployed registered with
Labour Placement Office 169.1 244.8 294 .5 -
b)Unemployed looking for jobs.
outside the Labour Placement

office 533.5 651.5 680.8 -
1) Actively Unemployed 702.6 896.3 975.3 1,104.3
2) Unem?loyed not looking for
jobs 964.0 1,055.0 - 1,300.0 1,515.2
Non-Agricultural Labour Surplus 1,666.6 1,951.3  2,275.3 2,619.5
Disguised Unemployment in '
Agricul ture? . 700.0 700.0 700.0 665.0
Total Labour Surplus 2,366.6 2,651.3 2,975.3 3,284.5

B)Labour Surplus Rates
Registered Unemployed as a
Percentage of Non-Agricultural s
Employment 3.0 4.3 5.0 -

Labour Surplus in Agriculture
as a Percentage of Agricultural ,
Employment 7.35 7.35 7.35 , 7-91

Active Unemployment as a
Percentage of Civilian Labour
Supply .16 5.22 5,53 6,11

1"Unemployed not looking for jobs" item is a controversial one to be treated
zhere as a problem area.
Existence of this surplus is not based on recent census figures.

skt

The recession on the one hand and the increase in productivity
that is reckoned to have taken place as a result of the reorgani-
zation measures implemented since September 12, 1980 have consi-
derably reduced the demand for labour. The number af applicants

E | 3 who found employment through the Employment and Labour Placement
#F Office decreased to 161 thousand from 377 thousand in 1977. Open
i Unemployment as recorded by the same office, increased gradually
from 131 thousand in 1977 to 341 thousand in 1981.
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APPLICATIONS FOR EMPLOYMENT AND OPEN UNEMPLOYMENT

1977 1978 1979 1980 i
Applications during the year 826,844 832,265 653,581 504,780 618
Total Applicants 1,039,713 1,039,517 903,277 816,508 1,043
Employment Opportunities
Offered 405,237 318,130 235,063 189,358 201
Total Employment :
Opportunities h16,383 331,752 243,203 198,544 210
Cpen Unemployment 131,439 152,954 189,467 263,354 34
Placement During the Year 376,834 - 296,925 211,531 163,426 161

Source: Employment and Labour Placement Office

How serious the unemployment situation will become in the inmmed
future depends upon the growth performance of the Turkish Economy
If the growth rate remains at around 4 percent per annum, the un-
employment rate will furtner rise. Only rates of growth far excee
7 percent per annum would be likely to reduce unemployment. But,
balance of payments and domestic stability considerations rule ou
higher GNP growth rates for the near future.

It is obvious that in all countries unemployment is a major pri
with no easy solutions. The traditional extended family system in
Turkey has lead to a certain cushioning of the undersirable econo
mic and social consequences of long-term unemployment but family
systems are now changing and could inhibit the buffer effects of
the extended family in the future.

Emphasis given recently on creating an outward looking, more
efficient economy might provide more employment per unit produced
as production in labour intensive sectors and sub-sectors of the
economy is encouraged at the expense of that in capital intensive
ones, But it may also reveal serious bottlenecks in the skilled
labour supply. Hence the need for an educational policy more
oriented to the skills most required by the labour market.

Considerably more labour could be absorbed by agriculture, the
tourism, industry and manufacturing. There is need to increase the
degree of diversification and intensification in agriculture with
more emphasis on livestock products, fruit and vegetables, conditic
and marketing both to supply a fast growing domestic market as we!
as for export.

There are some 120 thousand students who graduate from high
schools but can not enter university. In fact the cumulated numbel

of high school graduates who do not enter University is around 30(
thousand.
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the education and talent of these "surplus'" high school graduates
¥ s peing wasted under current labour market prospects whilst, on
E. the other hand, the growing economy is badly in need of middle
¥ jovel managers, engineers and nurses: for all whom training facilities
i
!

ne jnadequate.

.06{3 Emigrant Workers
|3'6 3 A record total of 135,820 Turkish workers emigrated in 19273,

¥ ;11owing the absorption of the yearly incremental labour force
530k gurpius by emigration. '

048 But due to changing economic and employment conditions abroad,
M} enigration slowed down and continued at an average of only 20
Al thousand per annum for the following six years, (1974-19792) followed
py a revival in 1980 when 28,503 workers were sent abroad, and a
L more marked improvement in 1981, .when 58,753 workers were sent
i
i

abroad.

Thus, emigration in 1981 increased by 106 percent with respect
to 1980, the main recipient countries being Libya with 30,667 and
.aﬁ Saudi Arabia with 14,3792; other countries accounted for the remaining
dl 12,465 workers. Eight European countries and the USA and Australia
| together received,1,242 workers last year.

in |
pg The main reason for the increase in emigration in 1981 was the large
M umber of civil engineering and other contracts which Turkish cont-
' ractors have obtained in Middle East countries. :

o Turkish Workers Abroad (end of 1980)

Germany 657,441
France 56,034
Libya ' 49,376
Austria 39,462
Saudi Arabia 27,246
J§ Holland 25,195
4§ Belgium 16,143
§} Svitzerland 9,167
3 lustralia 8,453
3§ Others 27,027
3 915,544

|
L3
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EMIGRATION OF TURKISH WORKERS

-USA
Australia Libya Saudi Others Total
Europe Arabia
1973 132,674 664 4 2,478 135,820
1974 18,272 1,015 - 924 20,211
1975 1,612 2,121 251 435 4,419
1976 3,569 4,098 1,832 1,059 10,558
1977 3,986 8,582 . h,722 1,853 19,084
1978 2,536 7,726 5,769 2,993 18,852
~ 1979 1,847 9,825 8,522 3,436 23,630
1980 2,874 15,090 5,643 5,016 28,503
1981 1,242 30,667 14,379 12,465 58,753

LABOUR RELATIONS

Collective bargaining and the ensuing aggrements relating to
3,903 establishments in 1980 covered 237 thousand workers in the
public sector and 93 thousand in the private sector.

The number of strikes and lockouts, the number of workers par
ticipating as well as work days last attained their maximum leve
in 1980 just before strikes and lockouts were banned in the last
guarter of 1980,

WORKERS' and EMPLOYERS' UNIONS

Number of

vear et Themers  Fplonst e of
1973 637 - 2,658.4 104 9,842
1974 675 2,878.6 101 9,647
1975 781 3,328.6 107 | 8,943
1976 821 3,624.,8 111 10,735
1977 863 3,807.6 118 12,514

Source: Ministry of Labour
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- COLLECTIVE BARGAINING AGREEMENTS

- l Number of
Number of Agreements Establishments

Public Private Total Public Private Total Public Private Total
1972 hy3 1,160 1,603 1,789 1,879 3,668 278,017 148,428 426,445
1973 551 1,370 1,921 4,211 2,098 6,309 249,901 193,389 443,290
1974 594 1,130 1,724 1,880 2,443 4,323 427,300 174,479 601,775
1975 = 297 1,597 1,893 1,051 3,877 5,928 91,316 209,002 300,318
1976 790 1,640 2,430 2,807 3,156 5,963 220,956 255,426 #76,382
1977 573 1,659 2,232 2,498 3,681 6,179 369,324 220,774 590,098
1978 980 1,858 2,838 3,486 4,294 7,780 424,797 259,073 683,870
1979 1,204 1,710 2,91% 2,003 - 9,117 11,120 265,710 480,322 746,032
1980 445 1,368 1,813 2,018 1,335 3,903 236,665 93,322 329,987
1981 138 93 231 48 62 110 28,454 13,321 11,775

Number of Workers

%January to October 20, 1981

Source: Ministry of Labout

STRIKES AND LOCKOUTS

1977 1973 1979 1980*% 1981

STRIKES

Number 59 87 176 220 -
Number Workers . 15,682 9,748 - 24,920 33,832 -
Number of Workdays Lost 1,397,12k 426,127 1,432,078 4,298,413 -
LOCKOUTS ) )

Number 12 8 15 21 -
Number of Workers 1,981 ' 987 968 8,288 -
Number of Workdays Lost . . 303,453 52,935 141,848 653,093 -

*January-September

Soruce: Ministry of Labour

The Supreme Arbitration Board put 231 collective labour agreements
into force during the first ten months of 1981, representing
approximatelly ‘10 percent: of the average number of collective
agreements completed annually during the previous five years.
HOWever, the number of workers covered by the agreements was 41,775
and the number of establishment covered during 1981 did not exceed
10, The average number of establishments for which agreements were
Made was around 6,000 per annum for the last five years.







CHAPTER 11

MONETARY INDICATORS

The Turkish monetary authorities are resolutely implementing the

tight money policy laid down as part of the January 1980 stabilization
programme and in accordancé with the government's three-year stand-

by arrangement with the IMF.

Although a dozen factors have been listed as responsible " for
inflation, excessive monetary expansion has been held to be the
most dangerous of them all.

In fact, each of the last three stand-by arrangements which Tur-
key concluded with the IMF promoted the tight money policy to the
rank of most important performance criterion. The 1978 arrangement
lapsed because the limits imposed on monetary aggregates were not
observed. But subsequently, the Turkish monetary authorities have
conscientiously implemented a programmed and properly disciplined
monetary policy.

As a result, the expansion of total credits and of the overall
money supply have remained within reasonable limits. In the course
of the past year, Central Bank credits increased by 41.2 percent
from 655.2 bn TL on December 31, 1980 to 925.5 bn TL on December 31,
1981. In the same period, bank-notes actually in circulation rose
by 36.5 percent and the overall money supply by 22.6 percent. When
compared to Western standards, these figures may seem to be high

in relation to a monetary policy which is aimed at controlling
inflation. Although this is of course true, it has to be remembered
that "in the same period the Wholesale Prices Index rose by 36.8
Percent, implying a decrease in the purchasing power of the money
supply of approximately 20 percent.

It is certainly not only the State Economic Enterprises which
have found it difficult to operate with a limited volume of credit.
On the contrary, it is the business community which has complained
the most vigorously about the thigt money policy, despite the fact
that Central Bank credits to the private sector went up by 77.6
Percent in 1981, and the volume of credits from the banking system
85 a whole rose by 75.1 percent. Throughout 1981, certain sections-
0f business repeatedly complained of the tight money policy and
urged the monetary authorities to relax their grip on credits on
the grounds that investment and economic activity generally were
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being adversely affected. It was claimed that it would not be pos
to attain the growth target set in the Annual Development Prograr
and that the unemployment situation would deteriorate still furtt

In the view of some observes, the government's perseverance
maintaining its chosen course is nothing short of remarkable. Sor
attribute its stand to the theory that, in point of fact, suppl)
constraints have played a bigger part in restricting national ouf
than has the credit squeeze. Others maintain that the protests a:
merely a reflection of the policy's success since it has effectin
eradicated the excessive profit margins to which speculators and
some merchants had become accustomed. |

In fact, it is widely acknowledget that the tight money polic;
an essential measure for combatting inflation and that any deviat
from the programme is out of the question. It is recognised that
era of cheap credit and easly,earned speculative profits is over
that business must of n909531ty learn to adapt to the requirement
of a disciplined economy.

Whereas the tight money policy is meant to be irreversible, if
is not intended that it should place an unnecessary additional
burden on industry. Its main purpose is to bring down the rate
of inflation by curtailing the aggregate demand. That some sectit
of the economy would suffer from the adoption of this policy was
appreciated at the outset but this was regarded as the inevitable
cost of controlling hyper-inflation. In the long run, the tight
money policy will prove to be beneficial to the economy as a whol

In the first place, so long as the hold on credits is maintair
industry and business generally will be forced to operate at a hi
level of efficiency. Secondly, coupled with the liberalisation oi
interest rates, the squeeze on credits will induce a higher volun
of domestic savings and, thirdly, it will lead to the more ratior
and more efficient allocation and use of available resources,

The speed with which this final goal is reached will, however,
also depend to an important extent upon the success or otherwise
with which the relatively recently introduced capital and money
market legislation is administered.

1. BANKNOTES ISSUED

The banknote issue increased by 38.6 percent during 1981 and
raising the total issue from 279.5 bn TL to 387.4 bn TL. During
the same twelve months period, wholesale prices increased by 36.
percént, the cost of living (Istanbul) went up 37.6 percent and
the GNP price deflator rose by 41.9 percent.

During the previous few years, the banknote issue had increas
more rapidly than prices (1976- 1978) or at comparable rates (197
In 1980 the note issue was deliberately kep below the rate of
inflation. In 1981, the rate of inflation, as measured by the
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uﬂweighted average of the three main indicators (WPI, COLI and GNP
dgﬂator) was 38.7 percent, almost idential to the rise in the rate

?Vismw, A similar trend is to be oObserved when relating the bank note
'ismm;to the total resources of the Central Bank; this was 26.4 per-

3l oot in 1979, it dropped to 20.1 percent in 1980 and till to 18.5

percent in 1981

It was possible to maintain last year's rate of increase in the’

ﬁﬁ_mne issue at 38.6 percent because the factors motivating a decrease

increased at a faster rate than did those influencing an increase

:1nthe note issue. In fact resources of the Central Bank, excluding

2k Lanknotes, -increased by 600 bn TL, or by 54.2 percent, whilst use

48
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of funds increased by 708 bn TL, or by 51 percent. The 38.6 percent
increase in the banknotes in issue raised the total note issue from

1979.5 bn TL to 387.4 bn TL at the end of 1981.

The main factor affecting the increase in resources was the Public
Administration, which increased by 310 percent or by 232.2 bn TL.
Likewise, the main element affecting the use of funds was the Public
Administration (inclusive of advances to the Treasury)}, which increased
its use of funds by 54.8 percent or 308.8 bn TL,

Another important factor was 83.4 perceht (or 225.5 bn TL) rise
in gold and foreign exchange reserves. ‘ ' S

BANKNOTES 1SSUED
(Billion TL.)

Banknotes Annual Increase Banknotes in lssua as a
: Percentage of Total Cent~-
issued Bn. TL. Percentage ral Bank Resources
1976 52.8 11.9 29.1 27.2
1977 78.7 25.9 49.0 2741
1978 114.6 35.9 45.6 24.8
1979 183.8 69.2 60.4 26.4
1980 279.5 95.7 52.1 20.1
1981 387.4 107.9 38.6 18.5

VELQCITY OF CIRCULATION OF MONEY
(Billion TL.)

Banknotes issued .

Annuaerverages G.N.P. Velocity
1979 146.5 2,199.5 15.0
1980 230.3 4,435.1 19.3
1981 326.9 6,564.3 20.1

On a calendar year basis, the above table shows that although
the increase in banknotes issued was held within limits, the
Velocity of money, which is an important indicator in so far as
Inflation is concerned, did not remain stable. It increased from

15.0 in 1979 to 19.3 in 1980 and to 20.1 in 1981,
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FACTORS AFFECTING THE VOLUME OF BANKNOTES

|SSUED
(Bitlion T
% Change
1976 1977 1978 1979 1980 1981 1980 1981
usE
Gold+Foreign Exchang ) : .
Reserves : 23.2 16.3 ~ h2.3 59.1 270.3 495.8 357.4 83.4
Public Administrations 47.0 83.5 139.4 249.2 563.6 872.4 126.2 54.8
State Enterprises 25.5 46.5 67.6 123.7 i80.2 - 236.0 5.7 31.0
Deposit Banks . 71.8 100.1 150.5 213.7 316.8 420.1 8.2 32.6
" Other Financial ins. 22.3 - 35.8 41.7 - 47.2 L8.7 53.7 3.2 10.3
Other Assets 4,1 - 8.1 20.0 4.3 8.1 - 17.6 88.4 117.3
Total Assets (Use) 154.0 290.4 461.6 697.2 1387.6 2095.7 99.0 51.0
SOURCES
Foreign Exchange
Liabilities 71.0 81.4 130.4 196.0 638.7 823.1 225.9 28.9
Public Administrations 3.9 5.6 6.1 14.3 74.9 307.2 423.8 310.1
“State ‘Enterprises 0.2 1.0 1.6 2.5 2.8 9.6 12.0 242.9
Deposit Banks 52.3 106.7 175.0 260.8 299.5 416.4 14.8 39.0
Other Financial Ins, 0.2 0.1 0.7 0.2 0.2 0.7 - 250.0
Other Sectors 4.1 3.7 - 17.6 26.5 58.2 134.8 119.6 131.6
Undistributed and
Capital Account 9.4 13.1 15.7 13.1 33.8 16.5 158.0 =51.2
Total Sources Excluding . ) .
Banknotes 1h1,2 211.7 347.0 ° 513.4 1108.1 1708.3 115.8 64,2
Banknotes In Issue 52.8. 78.7 14,6  183.8 279.5 387.4 52.1 38.6 -
Total Liabilities :
{Sources) . 1940  290.4 461.6 657.2 1387.2 2095.7 99.0 51.0

2. MONEY SUPPLY

The money supply in 1981, in most of its definitions, increased
less rapidly than in 1980. The same is true of the rate of increas
in banknotes in circulation as well as of the various other compone
of the money supply.

Credit stock, the broadest catégory of monetary indicators, inc
reased by 60 percent in 1981, higher than in 1979, when it was 51.
percent, but less than in 1980 (66.6 percent).

One of its component, deposit banks' credits, increased by 75.1
percent in 1981, This rate is also higher than the rate in 1979,
which was 50.6 percent but less than in 1980 when it was 76.9 per-
cent. However, if the rate of inflation is taken into consideratio
in real terms, deposit bank credits increased by 39.3 percent in 1

e




respectively.

panks' credits
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MONEY AND CREDIT STOCKS

On the same basis -real terms- there were decreases in deposit
in 1979 and 1980, of 17 percent and 9.2 percent,

(Billjon TL.)

% lncrease

Banknotes in circulation? 140.9 217.5 296.9 54 .4 36.5
Sight Commercial Deposits 152,6 286.0 362.9 87.4 26.9
M1 (old narrow definition) 293.5 503.5 659.8. 71.6 31.0 .
Sight Saving Deposits 143.7 197.4 200.4 37.4 1.5
Deposits with the Central Bank 2.7 3.1 2.8 14.8 - 9.7
Ml {new narrow definition)? 439.9 704.0 863.0 60.0 22.6
Time Saving Deposit . 91.6 154.6 423.3 63.8 173.8
M2 {broad definition) 531.5 858.6 1286.3 61.5 49.8
Direct Credits of the Central B. 214.5 367.0  495.2 71.1.  34.9
Deposit Banks' Credits hye.2 789.5 1382.3 76.9 75.1
Development and lnvestment ) o i
Banks' Credits 135.5 169.9 245,2 25.4 44,3
State Investment Bank Credits 45.2 4.7 k5.6 1.1 - 0.2
Credit Stock 796.1 1326.3 2122.7 66.5 60.1

%
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lpanknotes in issue less those helt in bank vaults
2Central Bank new narrow definition. According to IMF new marrow
increased by 56.7%Z in 1979, 58.4% in 1980 and 36.77 1n 1981
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3. CENTRAL BANK CREDITS

Central Bank credits increased by 41.3 percent in 1981, raisi
the total from 655.2 bn TL to 925.5 bn TL. The rate of increase
much lower than in 1979 and 1980 but was higher than that which
registered in 1978.

Central Bank credits showed the following characteristics:

a) Advances to the Treasury increased by 38.8 percent but the
share of total Central Bank credits decreased from 28.8 percent
1980 to 28.3 percent in 1981,

b) Credits for commodity price support purchases increased by
58.8 percent so that the share of such credits within the Centra
Banks's total increased to 25.3 percent in 1981 from 22.5 percen
in 1980; this followed a peak of .32 percent in 1976 and 1977 an
reductions to 29 percent and 27 percent, respectively in 1978 an
1979, '

¢) Credits to Agriculture increased by only 5.7 percent, redu
their share of the total from 10.8 percent in 1980 to 8.1 percen

d) Credits to Industry increased by only 22.2 percent, reduecl
their share of all Central Bank credits from an average of 29 pe
-cent. for the period 1977-1980 to only 23.3 percent in 1981,

e) Credits for Exports increased by 135.3 percent, raising th
share of total Central Bank credits from 7 3 percent in 1980 to
12.2 percent in 1981.

There is another interesting characteristic of export credits
they showed a cycllcal variation for at least the last five year
of one year with a high rate of increase being followed by a yea
with a low rate of increase.

f) Central Bank credits to Trade decreased 18.4 percent in 19
compared with regular and substantial rises in the previous four
years. A



CENTRAL BANK CREDITS

'3 ) . ’ - \ ; Z
a5 1977 1978 1979 1980 _-1981 ___thonge
| ,
a8 Short-term advances to
the Treasury 45,2 56.6 91.7 188.7 261.9 38.8
tommod Ity Price Support 60.9 70:1 103.6 147.2 233.8 58.8 .
Honopol les 15.2 21.4 281 35.7 8.8 64,
Soil Products Office
{Cereals,Opium) 18.6 21.5 25.5 ho.2 63.3 57.5
r Caykur (Tea) 3.3 5.6 11.1 12.9 12.9 -
n EBK (Meat and Fish) 2.2 4.2 7.0 10.2 19.1 87.3
SEK(Mi 1k) 0.5 0.6 0.8 1.2 1.3 8.3
Agricultural Sales
Cooperatives 21.2 16.8 31.2 k6.9 78.4 67.2
Agriculture 10.4 17.3 31.2 70.7 4.7 5.7
Agricultural Flmanc. 6.4 - 10.0 14.5 © 23.0 30.4 32.
Agricultural Credit R
Cooperatlves 3.3 5.8 14.9 L. 5 39.2 -11.9
Others - 0.7 1.5 1.8 3.2 5.1 59.4
Industry 8.0 . 72.5 115.4 176.7 216.0 22.2
State Economic Ent. 7.5 14.5 50.5 79.8 85.4 7.0
Ang Industrialists’ Bonds 10.0- 10.7 11.2 ho.h 55.0 36.1
LIg Medium-Term 5.5 8.0 8.5 10.8 30.0 177.8
e State Investment”Bank 135. 39.3 h5.2 45.7 45,6 -
o Artisans' Credits 2.4 3.6 5.3 7.4 12.5 68.9
;ﬁlf EXports 8.4 15.6  24.3 48.1 113.2 135.3
Trade h.5 6.2 10.5 16.3 13.3 -18.4
Total Credits 189.7 201.9 382.1 655.2 925.5 41,3

CENTRAL BANK CREDITS

(Percentage Shares of Total)

1977 1978 1979 1980 1941
Price Advances to the :

Treasury 23.8 23.4 24.0 28.8 28.3
Commodity Support Credits 32.1 29.0 27.1 22.6 25.3
Agriculture 5.5 7.1 8.2 10.8 B.1
tndustry 30.6 30.0 30.2 27.0 23.3
Actisans 1.2 1.5 - 1.h 1A i.h
Exports . by 6.4 6.4 7.3 12,2
Trade 2.4 2.6 2.7 2.5 1.4

100.0 100.0 100.0 100.0 . 100.0
Advances to the Treasury . 108.3 25.2 62.0 105.8 38.8
Commodity Price Support

Credits 73.0 15.1% 47.8 2.1 8.8
Agriculture 14.3 66.3 80.3 126.6 5.7
Industry 67.6 25.0 59.2 53.1 22,2
Artisans . 106.0 50.0 L7.2 39.6 68.9
Exports 18.9 85.7 55.8 97.9 135.3
Trade 73.0 37.8 71.0 53.8 -18.4
Total 71.5 27.5 8.0 71.5 1.3
Wholesale Prices index .

Pec. to Dec. 6.1 48.8 81.4 94.7 25.6
Reat Rate of Increase +26.0 C 14,3 -12.9 -11.9 +12.5"
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CENTRAL BANK CREDITS

1979 1980 1981

1979 1980 1981

Total Central Bank

Credits 382.1 655.1 025,585 58.0 . 71.5 . k1.3
Public Sector 259.6 h12.6 540.8 "58.7 -58.9 31.1
Private Sector 122.5 242.5 38L.7 56.5 98.0 58.6

As mentidned earlier, Cenfral Bank credits increased by 270.3
million TL in 1981, raising thé total from 655.2 mn TL at the end
of 1980 to 925.5 mn TL at the end of 1981,

. Money and credit policy was aimed at reducing the rate of inf-
lation by decreasing Central Bank credits to the public sector,
whilst at the same time making additional liquidity available
through special export financing, medium-term credits, the discountin
of commercial bills and short-term foreign bank loans for export
pre-financing. During the year, the volume of medium-term credits
increased by 177.8 percent and of export credits rise by 135.3 perc

In spite of policies adopted and the reduced rate of increase
in Central Bank credits, .in real terms these latter increased by
12.4 percent in 1981, the first real increase since 1977. In the
three years 1978-1980, Central Bank credits, when deflated by
annual rises in the Wholesale Prices Index, fell by 14.3 percent
12.9 percent and 11.9 percent, respectively.

Furthermore, Central Bank credits to the public sector increase
at a lower rate than did these to the private sector. As a result,
the public sectors share of total Central Bank credits dropped from
some 67-68 percent in 1977-1979 to 63 percent in 1980 and to 58.4
percent at the end of 1981, Credits to the public sector increased
by 133.7 mn TL, or by 32.2 percent, raising the total to 548.2 mn
TL from 414.5 million at the end of 1980. Public sector credits
are more or less equally divided between advances to the Treasury
and finance for the State Enterprises. Article 50 of the Central
Bank ' Law limits advances to the Treasury to 15 percent of General Bum
appropriations. Short-term advances to the Treasury increased by
73.2 mn TL, or by 38.8 percent, bringing the end 1981 total to
261.9 mn TL. It is fair to say that fiscal reforms have considerabl
improved public sector financing and eased the pressure on/ short-
term advances to the Treasury, which had increased by 62 percent
in 1979 and by 105.8 percent in 1980,
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DISTRIBUTION OF CENTRAL BANK CREDITS

1977 1978 1979 1980 1981

Public Sector - 66.8 66.9 - 67.9 63.0 53.4
Treasury 23.9 23.4 2k.0  28.8 28.3
State Enterprises 42.9 k3.5 43,9 34,2 30.1

Private Sector 33.2 - 33.1 32.1 37.0  Hh1.6

Discounting of bonds issued hy the Annexed Budget administrations,
the State Economic Enterprises and the State Investment Bank ine-
reased by only 55 mn TL or 27.8 percent, to an end 1981 total of
252.5 mn. The increase was concentrated in commodity purchasing
support for the State Monopoly, The Soil Products Office and The
Meat and Fish Board, credits to which three enterprises rose by .
58.8 percent over the year. No credits for investment expenditure
were granted to the SEE's and the overall volume of credits to these
enterprises rose by only 22.5 percent in 1981. : '

4, CENTRAL BANK DEPOSITS

Central Bank deposits increased by 406.2 bn TL, or by 152.2 per-
cent, raising total deposits to 673 bn TL at the end of 1981. The
comparable rates of increase were 44.8 percent in 1979 and 85.2
percent in 1980.

The sources of increase were mainly Public Administration and
deposit banks' deposits. The formers deposits stood at 49 bn TL
in 1980 and increased by 220 bn to total 269 bn TL at the end of
1981. Most, if not all, of the increase was generated by credits
obtained from abroad, the TL countervalues of which were blocked
in the form of Central Bank deposits.

By the end of 1981, almost half, of the deposits with the Central
Bank were deposits by the deposit banks and these included 85.6 bn
TL in "free" deposits, an increase of 65.4 bn TL (323.2 percent)
over the end-1980C total, Statutory reserves increased by 99.3 bn
TP: or 72.4 percent, and the whole of the increase originated from
time deposits. The statutory reserve ratio is 30 percent of time
&nd 35 percent of sight deposits and in July 1981, the Central Bank
raised its interest rates on these deposits by 10 percentage points,
to 26 percent for time and 20 percent for sight deposit reserve
funds. This was done to curb the rise in credit costs following
%2 increase in deposit interest rates on the part of the commercial-

nks, ' :

b Deposits by International Institutions increased by 34 bn TL, or
Ty 87 percent; these were Lira counterpart funds devosited by the
Teasury in respect of currency drawings on the IMF,
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CENTRAIL BANK CREDITS

Percentag

31/12 31712 %
Change Cha
_1980 1981 Change 1980 19
Public N 548.2 32.2 63.3 59
A)Short-Term Advances of the Treasury 188.7 261.9 38.8 28.8 28
B)Bonds Under Treasury Guarantee 197.5 252.5 27.8 30.1 27

a)Annexed Budget Administration 35.7 58.8 64.7 5.4 6

b)State Economic Enterprises - 142.5 174.5 22.5 21.7 18

c)State Investment Bank 19.3 i9.2 - 2.9 2
C)Advances Against Securities o 19.2 19.2 - 2.9 2

D)Commercial Bonds 1.8 7.5 316.7 0.3 0
E)Deposit Reserves - 7.2 7.2 - 1.1 0
Banks 148.0 257.2 73.8 22.6 27

v :
A)Commercial Bonds _ ' 91.2 166.9 83.0 13.9 18
B)Agricultural Bonds 1.9 2.7 k2.1 0.3 0
C)Advances Against Securities o 15.4 9.3 ~39.6 2.4 1
D)Medium=-Term Credits _ 10.8 30.0 177.8 1.6 0
E)Special Export Financing Fund’ 5.7 17.9 214.0 0.9 1
F)Agricultural Financing Against .

Deposit Reserves . 23.0 30.4 32.2 3.5 3
Agricul tural tooperativeé' ‘ : 92.7 120.0 29.4 14.1 13
A)Agricultural Sales Cooperatives 48.2 80.8 67.6 ~ 7.4 8
B)Agricultural Credit Cooperatives 4y 5 39.2 -11.9 6.8 4
Total Credits 655.2 925.4  41.2  100.0 100
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DEPOSITS WITH THE CENTRAL BANK

(Billion TL.)

——

1977 1978 1979 1980 1981

Public Administrations 2,571 2,460 5,270 58,978 269,053
- Treasury and General

Budget Administration 796 663 1,234 42,652 262,229

{(blocked part}!, - - - (38,842) (256,636)

- Annexed Budget Adm. 816 727 2,071 3,907 3,874

~ Local Administration 525 732 1,048 . 1,509 2,290
- Others h3h 338 917 910 660
State Enterprises LY 266 2,366 2,721 3,475
- General Directorate of

Monopolies 97 153 278 343 - h3n
- Others . 650 113 2,088 2,378 3,044
Deposit Banksiks 56,300 78,970 . 110,674 157,928 322,981
- Free deposits 4,932 - 10,186 12,186 - 20,237 85,633
- Statutory deposits 51,368 68,672 98,304 137,243 - 236,565

(Sight) : (35,952) = (48,465) (72,012) (103,379) (101,761)
(Time) (15,416)  (20,207)  (26,292) (33,864) (134,804)
~ Banks Liquidation ' :

Funds - 112 252 - L48 783
Other Financial Institutions 83 716 191 200 704
Other Sectors = - 3,236 17,073 25,560 57,046 76,828
- Free deposits! 59 199 282 331 988
= Blocked Funds and deposits 790 4,315 12,358 17,472 2,480
~ International Ins. 2,380 12,552 12,912 39,235 73,352
~ Foreign aid counterpart Fu. 7 7 7 7 7
- Bank branches abroad 0 0 1 1 1

62,937 99,485  14k4,061 266,873 673,041

[ —

1
‘Cheque accounts added to the money stock
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Central Bank credits to fhe private sector, allocated through
the Banks, increased by 73.8 percent while those allocated to the
agricultural co-operatives increased by 29.4 percent during 1981,

The Central Bank revised the re-discount rates and interest ra
on advances it charges to the banking sSystem on three occasions
during 1981. In February, May and in September, the Central Bank
increased rediscount rates on all credits except agricultural and
artisans' and small traders' credits, as a counter-measure to’ the
gentlemen's agreement between the deposit banks to raise their
interest rates on credits by 5 percentage points. The Central Ban
decided to increase the re-discount rates by 2 points for every
point of increase in the interest charged by the deposit bvanks.

On the other hand, in May, the Central Bank informed the Banks
“that it would reduce the rediscount rates by orne point for every
pecint of decrease in interest rates charged for short-term industr
credits and medium-term credits, and by one point for every 0.75
point decrease in the interest rates on short-term export credits
and medium-term investment credits with export guarantees.

An analysis of the distribution of Central Bank credits amount
to 925 bn TL at the end of 1981, shows that, apart from short-tem
advances to the Treasury, credits are mainly used for commodity
price support purchases, by industry and to finance exports. In
1981, the credit share of Support purchases increased to 25.3 per
from 22,5 percent in 1980 but was nonetheless lower than during t
period 1977-1979. Credits to industry represented around 30 perce
of the total in 1977 and 1979 dropped to 27 percent in 1980 -and t
23.3 percent in 1981, whilst credits for export financing increas
from 4.4 percent in 1977 to 6,4 percent in 1978 and 1979 to 7.3
percent in 1980 and to 12.2 percent in 1981,

5 DEPOSIT BANKS

The combined total of the deposit banks' balance sheefs amount
to 2,745 bn TL at the end of 1981 an increase of 72.8 percent ov
the 1980 figure.

The main development to be observed on the resources side of t
balance sheets is the rise in 1981, after comnsecutive decreases,
"the share of private enterprises and families. This was 44,2 perc
in 1977 and then decreased gradually to 40.6 percent in 1980. It
rose to 48.5 percent last year due to the incredible rise of 106.
percent in deposits, mostly of those of families and those of pri
enterprises. ' '

On the other hand, the Central Bank's share dropped to 15.3 pe
cent in 1981 from 24,9 percent in 1978. This down-ward movement w
caused by a slowdown in the rate of increase of funds from rediscc
and advances. A reduction in Convertible Turkish Lira deposit aca
also contributed to the decrease.
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The utilization side of the balance sheets shows that the share-
of Central Bank accounts,; comprising statutory reserves and '"free"
deposits, decreased from 28 percent in 1979 to 18.9 percent in 1980
and toO 15.2 percent in 1981. The reasons for this decrease are the
ghift of deposits from sight to time, the increased channeling of

11 credits to sectors encouraged by the authorities and the decrease

in the term structure of deposits. Consequently, although total de-
posits increased by 102.8 percent, the deposit banks' deposits at
 the Central Bank to meet reserve requirements increased by only

' 72.4 percent in 1981. : .

The speedier transfer of currency in respect of importers' accounts
also decreased the level of deposits kept with the Central Bank.

DEPOSIT BANKS' DEPOSITS
By the end of 1981, deposits showed a remarkable increase of
no less than 102.8 percent, bringing the total to 1554.8 bn TL.

' peposits had increased by 60.8 percent in 1979 and 76.7 percent
in 1980.

CHANGES IN DEPOSITS

(Percentages)

1978 1979 1980 1981

Commercial deposits 36.5 79.7 84.9 59.1

0fficial deposits . 35.7 bh.1 65.2 118.6

Sight deposits 25.3 38.1 35.7 . 14.1
Time deposits+certificates

of deposit 29.4 87.4 114.3 -267.8

Total Deposits 30.7 60.8 76.7 102.8

Source: Central Bank of Turkey, Annual Reéort 1981

From a period perspective, the difference between rates of inc-
 Tease in time as against sight deposits has become more and more
Marked during the past four years. In fact, with the liberalization-
of interest rates on time deposits, this category increased by 87.4
Percent in 1980 and by a phenomenal 224.5 percent in 1981, Indeed,
¥ith the inclusion of certificates of deposit, the increase was of
114.3 percent in 1980 and of 267.8 percent in 1981. The increase is
Temarkably high even if the fact that part of it was due to the shift
from sight to time deposits is taken into consideration. .

When expressed in real terms, that is by discounting them with
the rate of rise in the Wholesale Prices Index, total deposits
Showed an increase of 61.4 percent in 1981 after three years of
Degative change, -12.1 percent in 1978, -11.3 percent in 1979 and

~9.2 percent in 1980.
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The same trend may be observed in so far as savings deposits
concerned. After three years of decrease in real terms of betwee
15 and 15.7 percent savings deposits increased by 87.3 percent i
1981. . Furthermore real savings deposits increased by 13.4 percen
in 1981 as compared with 1977, after having attained their nadi;
1980, when they stood at 40 percent below the 1977 level.

SAVING DEPOSITS AT THE DEPOSIT BANKS

{Mitlion TL.)

"Reat Percentage

Wholesale Savings Change in

Saving Prices in 1963 Real Saving
Deposits Index Fixed Prices - . Deposits Index
1977 116,463 584.8 19,915 100.0C
1978 147,344 869.9 16,938 =15.0 85.0
1979 225,253 1577.8 14,276 -15.7 71.7
1980 370,509 3071.4 12,063 -15.5 60.6
1981 871,787 3858.8 22,592 +87.3 , 113.4

Source: Central Bank of Turkey, Annual Report

TOTAL DEPOSITS AT THE DEPOSIT BANKS
(Million TL.)

) Real Deposits Percentage

Wholesale in 1963 Change

Total - Prices Fixed in Real
Deposits lndex : Prices Deposits Ind
1977 206,478 584.8 35,307 100
1978 269,860 869.9 31,022 . -12.1 87
1979 434,007 1577.8 27,507 -11.3 77
1980 766,738 3071.4 24,964 - 9.2 70

1981 1,554,791 3858.8 Lo,292 +61.4 114

Source: Central Bank of Turkey, Annual Reﬁort 1981

As a result of the unequal rates of increase in the different
categories of deposits, their shares of the total have shown nota
variations. Whereas the share of official deposits.did not change
unduly, commercial deposits decreased considerably, from 37.4 per
cent in 1980 to 29.4 percent in 1981, whilst sayings deposits inc
reased from 48.3 percent in 1980 to 56.1 percent of the total in
1981. Within saving deposits, an important shift took place from
sight to time deposits and certificates of deposit. The share of
sight deposits decreased from 25.2 percent in 1980 to 14.2 percen
in 1981 whilst that of time deposits increased from 20.2 percent
32.3 percent and certificates of deposit increased from 2.9 perce
to 9.6 percent,
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The shares of the various groups of depositors have shown also
important changes. Whilst the share of private enterprises decreas§d
grom 31.2 to 24.8, that of households increased from 42.8 percent in
1980 to 43.8 percent in 1981. There is no statistical data on the
ownership of the certificates of deposit, but it is probable that
private enterprises predominate as the holders of these.

DEPOSIT BANKS' DEPOSITS
(Million TL.)

— ; % dlstribution % Change T
1979 1980 1981 1379 1980 1981 19791380 7987
officlal 50,917 84,093 183,811 11,7 (1.0 11.8 b1 65.2 118.6
Sight 45,338 75,420 160,040 10.4 9.8 10.3 52,7 66.3 112.2
Time 5,579 8,673 23,771 1.3 1.1 1.5 - 1.3 55.5 174.1
commercial 155,178 286,954 456,686 35.8 37.4 29.4 79.7 84.9 59.1
sight 15h 480 286,019 453,837 35.6 37.3 29.2 79.6 B5.1 58.7
Time 698 935 2,849 0.2 0.1 0.2 106.5  33.9 204.7
saving 225,253 370,509 871,787 51.9 48,3 56,1 52,9  64.5 135.3
sight 142,643 193,505 220,695 32.9 25.2 14,2 18,1 35.7 14.0
Time 82,610 154,809 502,590 19.0 20.2 32.3 87.4 87.4 2246
Cert!flcate
of dep. - 22,195~ 148,502 - 2.9 9.6 - 569.1
Other 1,028 3,927 7,765 0.2 0.5 0.5 - 282.0 97.7
Banks 1,621 21,255 34,742 0.4 2.8 2,2 102.1 1211.2 63.4
Total 434,007 766,738 1,554,791  100.0 100.0 100.0 60.8 76.7 102.8
Public Adminls-
tration 26,206 h6,330 119,328 6.0 6.0 7.7 48.0 76.8 157.6
Sight 25,137 45,369 118,083, 5.8 5.9 7.6 48,8 8o.5 160.3
Time - 1,069 961 t,245 0.2 0.1 0.1 30.8 -10.1 29.5
Publlc Enter-
prises 14,169 34,381 67,525 3.3 4.5 4,3 92.8 142.6 96.4
Sight 14,151 34,365 67,500 3.3 4.5 h.3 91.2  142.8 96.4
Tlme 18 16 25 - - - ~28, 1.1 56,2
Development and
Investment Banks A8 2,024 1,886 0.1 0.3 0,1 96.7 318.2 6.8
Social Securlty 30,174 5,585 77,131 6.9 5.9 5.0 71.1 51.1 70.5
Sight 20,945 31,698 43,350 4.8 b1 2.8 63.6 51.3% 36.7
Time 9,229 13,887 34,381 2.1 1.8 2.2 90, 50.5 147.6
Insurance Co. hob 807 764 0.1 0.1 - 26.1 98.8 - 5.3
Cooperatfves 6,342 12,735 2,332 1.5 1.7 0.2 701.7 100.8 81.7
Private Enter-
prises 134,261 239,031 386,065 30,9 31.2 zh.8 72,1 78.0 61.5
Sight t33.701 238,348 383,467 30.8 31.1 24,7 72.0 78.3 60.9
Time 560 683 2,598 0.1 0.1 0.1 188. 22.0 280.4
Households 210,730 328,101 681,056 48,6 42,8  43.8 59,6 55.7 107.0
Sight 137,434 187,693 214,812 31,7 24,5 13.8 41,3 36.6 14.4
Time 73,296 140,408 466,204 16.9 18.3 30.0 110.8  91.6 232.1
Certificate of
Deposits - 22,195 148,502 - 2.9 9.6 - - 569,1
Non-profit Org. 10,098 16,318 36,746 2.3 2.1 2.k 66,3  61.6 1252
Central Bank 381 15,915 23,031 0.1 2.1 1.5 8.8 4o077.2 by.7
Banks in foreign :
countries 756 - 3,316 9,825 0,2 0.4 0.6 267.0 338.6 196.3
._Totals . W34,007 766.733 1,54h.791 100.0 100.0  100.0 60.8 76.7 101.5

Source: Central Bank of Turkey Annual Report 198}
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DEPOSIT BANKS' CREDITS

The volume of credits extended by the deposit banks increased
by 75.1 percent in 1981 to a total of 1,382.3 bn TL as against
789.5 bn TL in 1980. The rate of increase in credits granted 1981
was slightly below the 76.9 percent registered in 1980 but much
higher than the increase of 50.6 percent in 1979.

In real terms, that is after allowing for price increases, 198
was the only year during the period 1977-1981 in which there was
an inerease in the volume of credits extended by the deposit bank
in each of the previous three years there had been decreases in t
range of 9-17 percent p.a.

In real terms, the volume of credit at the end of 1981 was aro
88 percent of that attained in 1977.

DEPOSIT BANKS' CREDITS
(Million

Deposit Wholesale Real Credit Inde)

Banks' Credit Price 1963 Percentage Re:

Index Prices Change Cre

1977 238,288 584.8 Lo, 747 100
1978 296,340 869.9 34.060 ~16.4 83
1979 446,188 . 1577.8 28.279 -17.0 69
1980 789,515 3071.4 25.705 - 9.1 63
1981 1,382,293 3858.8 35.822 +39.4 87

Source: Central Bank of Tﬁ;key, Annual Report 1981

DISTRIBUTION OF BANK CREDITS BY
ECONOMIC SECTORS

(%)

|

19786 1979

_ Sectors 1977 1980 1981
Agriculture 20.6 17.8 18.5 18.5 20.3
Industry £1.6 ho,2 35.0 35.8 18.2
Artisans .0 .6 5.2 k.7 3.1
Construction k.7 4.8 3.8 2.3 2.5
Tourism 0.2 0.2 0.1 0.2 -
Domestic Trade 10.3 11.8 10.5 9.4 6.4
Foreign Trade 6.7 6.9 6.2 7.5 9.1
Distribution not

Disclosed 12.0 13.6 20.7 21.5 ho,h
Total 100.0 100.0 100.0 100.0 100.0

Source: Central Bank of Turkey, Annual Report, 1981
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g. TOTAL CREDIT STOCK

The total credit stock increased by 60 percent in 1981. Although
this was less than the rate of increase of 66.6 percent attained in
1980, 1981 was the first year during half a decade in which the
credit stock.increased in real terms as well,

CREDIT STOCK

Credit Stock Real Credit Stock
At 1963

Percentage Prices Percentage
Bn. TL. Change Index | Bn. TL. Change Index
1977 hih.2 : 100.0 70.8 100.0
1978 526.0 .27.0 127.0 60.5 -14.5 85.5
1979 796.1 51.3 192.2 50.5 -16.5 71.3
1980 1,326.3 66.6 320.2 43,2 ~14.5 - 61.0
1981 2,122.7 60.0 512.5 55.0 +27.3 77.7

Source: Central Bank of Turkey, Annual Report 1981

In fact the credit stock increased by 27.3 percent in 1981 but in
spite of this the level of real credit last year was well below
that of 1977.

The stabilization programme brought some limitations to the share
of credits going to the public sector. Direct credits of Central Bank
to Public Administrations and Public Enterprises decreased from 26.9
Percent of the total credit stock in 1979 to 23.3 percent in 1981.
Credits extended by the deposit banks to private enterprises and
households, on the other hand, increased from 46.5 percent in 1979,

to 48.3 percent in 1980 and 53.4 percent in 1981.

In real terms, private firms and households had been allocated
8l the end of 1981 87.2 percent of the credits they had held at
the end of 1977. On the other hand, the public administrations
and public enterprises held at the end of 1981 only 67.9 percent
10 real terms, of their end 1977 credit stock.
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REAL CREDIT STOCK

, (Million TL.)
1977 1978 1979 1980 1981

Wholesale Price Index  584.8 89.9  1,577.8 3,071.4 3,858.8
Real Credit Stock 70,826 60,471 50,456 43,184 55,009
central Bank 15,670 14,283 13,592 11,948 12,832
Deposit Banks Lo,747 34,066 28,279 25,705 35,822
pevelopment Banks 14,409 12,122 8,584 5,530 6,355
Private firms and o

households ‘ 35,877 30,760 25,113 22,439 31,277
Public administration : :

and public ent. 34,949 29,711 25,343 20,745 23,732

7. THE CAPITAL MARKET

The private sector issued bonds w1th a par value of almost exactly
16 bn TL during 1981, 11 percent less than the all tlme record total
of 18 bn TL issued 1n 1980.

Share issues did not show any upward movement, completing, with
the exception of 1973 and 1974 when share issues greatly exceeded
those of bonds, a decade of stagnation in this sector of the capi-
tal market. There was a timid come-back in 1980, with a total of
1,173 mn TL but the record remains that of 1974 1.9 bn TL.

In spite of the relatively high level of the private sector's
bond issues in 1981, the total of some 16 bn TL still represented
only 10.6 percent of all bond issues, compared with the public
sector's 89.4 percent. Over the last five years, private sector's
share of all bond issues averaged 9.6 percent.

As will be seen from the tables below, and bonds issued by the
Private and public sectors attained record level of 176 bn TL 1981,

PRIVATE SECTOR
BOND & SHARE ISSUED

(Mitlion TL)

Shares ' -Bonds
1970 132 387
1971 85 130
1972 180 350
1973 800 630
1974 1900 470
1975 700 1,232
1976 685 1,556
1977 450 1,582
1978 372 2,199
1979 312 4,866
1980 1,173 18,011
1981 n.a 15,981
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BONDS I SSUED

7 (Billion TL.)
Year - Public Private - Percentage Share of Total
Bonds Bonds Public Privétg_
1975 13.9 1.4 90.9 9.1
1976 20.7 1.7 92.4 7.6
1977 ko.1 1.6 96.2 3.8
1978 .35.5 2.2 94,2 5.8
1979 35.8 h.g 88.0 12.0
1980- 75.8 18.0 80.8 19.2
1981 . 135.0 16.0 89.4 10.6
SHARES AND BONDS ISSUED
(Billion TL.
1976 1977 1978 1979 1980 19381
Public Sector 20.7  wo.r 355 358 75.8 135.0
State Securities 12.0 19.5 20.0 35.5 50.0 70.0
Treasury Bonds - ~ -~ - 10.0 65.0
Securities of the SIB 8.5 20.2 15.0 - 15.0 -
Securities of Real Estate
and Credit Bank 0.2 0.4 0.5 0.4 0.8 -
Private Sector ' 3.3 4.5 6.0 12.0 39.9 Lt.3
Bonds 7 1.7 1.6 2.2 4,9 18.0  16.0
- Shares 1.6 2.9 3.8 1.7 21.9 25.3
Total 2.0 b6 41.5 k7.9  115.7 176.3

Source: Central Bank of Turkey

The share price index in the secondary market showed. a declin@
which began in June 1978 and continued up to January 1981, bringi
the average down to 87 in January 1981 from a high 167 in March
1978.

During 1981 however, the share price index rose steadily and
attained 100 by November only to fall back to 94.18 in December.
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CAP1TAL MARKET SHARE PRICE INDEX
" (January 1974 = 100)

. 1975 1976 1977 1978 1979 1980 1981

Januafy 95.26 118.85‘ '118.91  142.21 144.23 - 101.76  87.04
February ‘96.11 118.57 120.82 144,09 144.25 105.08 90.24

March 96.67 121.11 123.65  166.76 144,79  110.80. 91.76
April 97.86 °~ 125.34  136.12 166.05 122.40 104,3¢1 90.37
May 97.23 118.00 127.26 °  159.26 120.40 101.63 91.66
June 96.67  119.13 128.05 134.63 121.36 101.90 91.83
July 94 .58 119.81 " 128.22 143.21 121,69 - 98.19 97.63
August 96.33 124.15 125.56 135.39 119.05 95.18 98.53

September  98.65  126.02 134.48 132.82 119.48 89.12 97.89
October 101.24 137.81 139.11 135.55 115.69 94.21 97.35
November  104.46 119.19 139.00  138.71 107.66 94.51 100.27
December  109.20 117.44 141.93 141.58 107.81 9k.64 94.18

THE RELATIVE IMPORTANCE OF THE VARIOUS
FINANCIAL INSTITUTIONS ‘

The relative importance of the various financial institutions
indicates the extent to which monetary aspects have been under-
emphasized. The assets of the Central Bank increased from 17.9
percent of total assets of all financial institutions in 1966 to
37.5 percent in 1980 whereas the deposit banks. lost ground to the
Central Bank. The liberalization of interest rates permitted of a
come-back for the deposit banks, whose assets increased to 45.7
percent of total assets in 1981 from 42.8 percent in 1980, whilst
the Central Bank's assets decreased to 34.9 percent in 1981, from
37.5 percent in 1980. As for the development banks, their importance
in terms of share of total assets fell from 10 percent 1n 1966 to
4.7 percent in 1980 and to 4.8 percent in 1981. In a country in
the process of development, this decrease in the relative importance
of the development banks is difficult to explain.

TOTAL ASSETS OF FINANCIAL [INSTITUTIONS

1966-1980

o ‘ ' (Billion TL.)

196 6 17980 1981
| - Bn.TL. % Bn.TL. 3 %
Central Bank 14.7 17.9 1,386.7 37.5 2,094.7 34.9
Deposit Banks 42,7 52.2 1,582.3 42.8 2,744.5 45.7 .
Development Banks 8.2 10.0 173.5 .7 290,2 4.8
Social Security '

Institutions 9.7 i1.8 201.6 5.4 n.a -
Cooperatives 5.8 7.1 220.0 5.9 n.a -
Insurance Co. 0.8 0.5 25.0 0.7 n.a -
Unorganised Monay n.a n.a 110.9 3.0 n.a -
Total 81.8 100.0 3,700.0 100.0 6,000.0 100.0

. .-.-'_""_
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8. INFLATION
INDICATORS OF INFLATION

There are three main indices which can be used as indicators of
inflation. The Wholesale Prices Index, the Consumer Prices Index
and the Implicit GNP Price Deflator:. Most of the time, all three
indices behave quite close to each other, but there are vears wher
" they diverge from each other to a more marked degree. '

The Implicit GNP Deflator ‘is the index with the broadest scope
as it encompasses all sectors.of the economy with their relative
weightings. But has an important limitation: it is not calculated
on a monthly basis, but only yearly.

After four years of acceleration of the rate of inflation, 198]
brought a remarkable deceleration, from over 100 percent to arounc
40 percent. ‘ ‘ '

INDICATORS OF INFLATION
(Percentage Changes in Annual Averages)

Wholesale {stanbul Implicit
Prices tost of - GNP

Index Living Index ‘Peflator
1970 - 6.7 7.9 11.9
1971 15.9 S 19.0 - 18.3
1972 18.0 : 15.4 ©16.4
1873 20.5 14.0 22.1

1974 29.9 - - 23.9 : 28.3 .
1975 10.1 21.2 : 16.1
. 1976 15.6 17.4 : 16.2
1977 - 241 26.0 _ . 25,0
1978 52.6 61.9 - W40
1979 63.9 63.5 69.6
1980 107.2 94.3 - 103.3
1981 36.8 37.6 - 1.9
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The following Wholesale Prices Index gives the rate of inflation
on 2 monthly base in- three different froms: the monthly rate of
1nf1at10n for every month in comparison with the previous-month,
of the same year, in comparison with the same month of the previous
year, and the rate of inflation since the end of the prev1ouS'
calendar year.

WHOLESALE PRICES INDEX

Chan e with Res ect
to Cgrrespendlng Changetwith

YERR onth - Chain Month of Tespect £
on IndeX Index Previous Year eyeag

1963 100.0 - ' - -

1970 145.7 6.7 - -

1971 168.9  15.9 - -

1972 ‘ 199,0  18.0 - -

1973 240, 20.5 — -

1974 311.8 29.9 - -

1975 - 343.,2 10.1 - -

1976 396.6 15.6 - -

1977 ©492,1 24,1 - -

1978 . 750.8  52.6 - -

1979 : 1230.,7 63,9 - -

1980 2550.6 107.2 - -

1981 | 3488.4 36,8 :

1980 January 1722.9 9.2 89.1 4 9,2
February  2227.9 29.3 133.2 41.2
March 2326.5 - 4.4 131.8 47.4
April - 2408.8 3.5 122.6 52.7
May 2479.9 2,9 119.0 57.1
June 2547,9 2.8 109.8 6L.5
July 2552.4° 0,2 103,5 . 61.8
"August .2591.6 1.5 100.,1 - 64.3
September 2681.2 3.5 100.,9 69.9
October 2872,1 7.1 104.7 82.0
November 2980.0 3.8 96.6 88.9
December 3071.4 3.4 94,7 ' 94,7

1981 January 3211.2 4.6 86.4 4,6
February  3283.4 2.2 47,4 6.9
March 3256.6 -=0.8 40,0 - 6,0
April .3230.8t -0.8 34,1 : 5,2
May 3301.1 2.2 33.1 7.5
~June 3512.3 6.4 37.9 14,4
July. 3517.7 0.2 37.8 14,5
August 3556,8 1.1 37.2 15,8
September 3661.6 2,9 36,6 19,2
October 3721.1 l.6 29,6 21,2
Novenmber 3794,9 2.0 27,3 ‘ 23,6
December = 3858.8 1.7 25,6 25,6

e P
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One of the major objectives of the Government's 1980 economic
programme was to decrease the rate of domestic inflation. The
Government's success in this regard may be measured by the changes:
which occurred in the Wholesale Prices Index during 1980 and 1981..
On a year-to-year basis, the rate of increase in this index had
reached 133.2 percent by the end.of February 1980, principally

as a result of the abolition of price controls on- goods produced
by the SEEs and the January 1880 devaluation of the Turkish Lira.
‘Over the remainder of 1980 and during 1981, however, inflation
decreased steadily due to the restraining influence of monetary:
policy and the increased availability of goods in the market place
thanks to the inflow of foreign exchange. By the end of 1981, the
rate of inflation as measured by the year-to-year increase in the
Wholesale Prices Index, had been *brought down to 25.6 percent.

THE DIRECTION AND MAGNITUDE
OF WHOLESALE PRICE CHANGES

The annual average percentage change in wholesale prices during
1981 was of 36.8 percent. The rate of change was more pronounced
in food and feed which increased by 41.6 percent during the period,
whilst industrial raw materials and semi-finished goods increased
by 31.2 percent. The largest increases were recorded in cereals
(72.1 percent) and fuel (32,7 percent). The smallest increases were
recorded in livestock (16.6 percent) building materials (17.2 per-
cent) and minerals (20.8 percent).

Viewed from the longer perspective of a twenty year period, with
1963 as the base year, in 1981 the overall average rise in wholesale [
was of around 35 times its 1963 base.

The biggest increases were recorded in fuel which increase to 6142
" Jivestock which increase to

" building materials which
‘ increase -to

and the smallest increases were registered
in textiles, which increased to 2613.4

in cereals, " " " 2818.8
in minerals, " " " 3302.5
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WHOLESALE PRICES INDICES

(1963 = 100)
“Ministry of
Commerce _ (Annual Averages)
Year General Percentage Food ¢  Percentage Ind.Raw Percent:
Index Change - Fodder - €hange Materials Changs
1973 240.1 20.5 225.3 21.5 264.7 19.0
1974 311.8 29.9 305.4 35.5 322.5 21.8
1975 343.2 10.1 357.9 17.2 318.6 - 1.2
1976 396.6 15.6 411.6 15.0. 371.6 16.6
1977 492 .1 241 505.6 22.8 469.7 26.4
1978 750.8 52.6 733.7 k5.1 779.2 65.9
1973 1230.7 63.9 1092.8 L8.9 1460.6 87.4
1980 2550.6 107.2 2189.7 100.4 3152.1 115.8
1981 3488.4 36.8 3100.7 41.6 4134.5 31.2
Istanbul
Chamber of Commerce
1973 236.7 21.0 221.1 24.5 271.3 33.8
1974 300.4 26.9 281.4 27.3 320.6 18.2
1975 334.6 11.4 337.5 11.9 336.4 4.9
1976 392.6 17.3 . 391.5 16.0 4h5.0 32.3
1977 504.3 28.5 487.9 24,6 605.0 - 35.9
1978 774.8 53.6 753.1 54.3 890.8 L7.2
1979 1357.0 75.1 1206.0 60.1 1605.0 80.2
1980 2581.9 90.3 2275.0 88.6 2521.0 57.1
1981 3463.2 34.1 3077.9 35.3 3111.9 - 23.4

Wholesale prices of selected commodity groups moved as follow
and as may be seen from the table, vegetable food and textiles
prices did not increase as much as did those of leather, livesto
construction materials and paper.

WHOLESALE PRICES OF SELECTED COMMODITY GROUPS

(1963 = 100)

{Annual Averages)
Year Veggggb'e Livestock Textiles Leather  Paper -C°;:§gﬂ?;;§"
1970 127.0 179.1 123.9 - 140.5 117.1 151.3
1971 138.4 255.1 158.2 173.8 137.1 166.1
1972 153.4 331.5  189.6 - 285.2 154.6 187.4
1973 192.1 348.5 275.6 - 371.3 155.2 208.1
1974 281.6 371.0 341.4 361.8 221.8 252.6
1975 - 313.9 Ly 2 299.9 308.7 226.9 274.7
1976 355.4 621.3 397.9 374.1 228.0 383.3
1977 410.3 891.4 483.6 491.5 319.2 642.0
1978 549.3 1,322.5 681.3 1,047.3 568.3 963 .4
1979 816.4 1,958.6 1,190.1 -2,230.5 776.3 . 1,675.8
1980  1,755.5 3,805.8 2,134.9 3,786.3  2,093.5 3,157.4
1981  2,771.5 4,436.8 2,613.4 4,845.6 2,731.3 3,699.5
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PERCENTAGE CHANGES IN ANNUAL
AVERAGES OF WHOLESALE
AND

COST OF LIVING INDICES

Wholesale Prices Index .
YEAR Industrial Istanbul Wage Earners'!}
General Food Rdw Materials Cost of Living Index

1955 7.1 4.4 14,2 9.7
1956 16.8 18.4 14.2 11.3
1957 18.7 20.5 13.0 8.4
1958 15.1 7.3 32.6 12.8
1959 19.5 18.8 22,0 23.1
1960 5.2 -7.3 1.5 6.6
1961 2.9 6.6 -3.7 4.2
1962 5.6 B.7 - 4.5
1963 4.3 4.3 3.8 10.0
1964 1.2 0.2 2.7 2.0
1965 8.1 10.1 4.9 5.7
1968 4.8 5.4 4.1 4,4
1967 7.6 6.6 9.0 6.1
1968 3.2 - 2,0 5,3 4.5
1969 7.2 8.1 5.9 4,9
1970 6.7 3.2 12.5 9.2
1971 15.9 - 14,2 18.5 17.1
1972 18.0 15,2 22,1 13.3
1973 20.5 21.5 19.0 14,3
1974 29.9 35.5 21.8 23.5
1975 10.1 17.2 -1.2 21.5
1976 15.6 15,0 16.6 : 16.9
1977 24,1 22,8 26.4 1.1
1978 52,6 45,1 65.9 67.9
1979 63.9 - 48.9 87.4 77.3
1970 107.2 100.4 115.8 75.8
1981 36.8 41.6 31.2 35,3

Source: Ministry of Commerce, Istanbul Chamber of Commerce.
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In terms of annual averages, the Istanbul Cost of Living Inde;
‘increased by 37.6 percent in 1981, slightly more than the 34 per.
cent registered for Ankara., Over the period 1963/1981, the Istan.
bul Cost of Living Index went up to 3,831 in 1981 whilst that of
Ankara went up to only 3,168.

Consumer prices indices prepared on a provincial basis indicate
that during 1981 Izmir had the highest rate of increase (39 3 pe;
cent) followed by Diyarbakir (37.2 percent) and Istanbul (36.6 pe
cent). The Black Sea Region showed the lowest rates of increase
with Samsun at 32.3 percent and Ordu at 33.2 percent.

- COST OF LIVING INDICES

(1963 100}
General Percentage Percentage Percentage ‘Percer
Index = Change Foed. Change Fuel Change Clothlng Chang
-.1973 241,2 15.8 228.2 15.7 279.7 14.7 260,8 12,2
1974 278.4 15.4 260,4 14.1 315.58 12,8 . 304.7 . l6.8
1975 331.4 19.0 313.3 20,3 331.27 5,2 '363.6 19.3
1976 © 385.9 16.4 375.0 19.7 349.8 5.5 417.8 14,9
1977 472.8 22.5 459.6 22,6  453.1 29,5 501.2 20,0
1978 © 724.8 53.3 650.0 41.4 760.0 67.7 889.3 77.4
1979 1174.2 62,0 1033.0 58.9 1297,2 70.6 1728.0 94.3
1980 2365,2 101.4 2205,1 113.5 3455,0 166.,3 '28%5.,8 67.6
1981 -  3168,2 34.0 - 3005.6 36.3 4850,0 40.4 3698.6 27,7
ISTANBUL .
1973 243,6 14,0, 243.2 14,7 267,37 10.4 238.5 . 19.8
1974 301.8 23.9 297,4 22.3 338.9. 26.6 - 308,9 29.5
1975 365,.8 21,2 378.0 27.1 374.2 10.4 323.3 4.7
1976 429.6 ° 17.4 458,5 21.3 461,2 23.4 340,8 5.4
1977 541.3 26.0 565.0 23,2 610.5 32.4 453.1 33.0
1978 - B76.3 61.9 '864.4 53.0 1096.2.. 79,5 774:6 71.0
1979 1433,1 63.5 1332.5 54,1 2122,4 93.6 1514.6 95.5
- 1980 2784.1 94,3 2554,9 91,7 4403,8 107.5 2814.4 85.8
1981 3821,2 37.6 3502,.8 37.1 5301.,7 20,4 4052,1 44.0

Source: Ministry of Commerce.
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ISTANBUL COST OF LIVING INDICES

(1963 = 100)
{Annual Averages)
- M|n|stry of Commerce Istanbul Chamber of Commerce
Change - - Change
Index Percentage Index Percentage
puer—
1970 155.6 7.9 - 143.3 9.2
1971 185.2 19.0 167.8 17.1
1972 -213.7 | -~ 15:h ©190.1 13.3
1973 - 243.6 14.0 217.3 14.3
1974 - 301.8 23.9 268.4 23.5
1975 365.8 - 21.2 . 326.6 21.6 -
1976 429.6 17.4 381.7 16.9
1977 541.3 26.0 Lo8.4 30.6
1978 876.3 : 61.9 842. 4 69.0
1979 1,433.1 63.5 1,485.2 76.3
1980 2,784.1 94.3 2,608.2 75.6
1981 3,831.2 . 37.6 3,544.2 35.9
CONSUMER PRICES -INDICES
(1968=100)
) : h (Aﬁhual Percentage Changes)

1970 1971 1972 1973 1974 1975 1976 . 1977. 1978 1979 T380 1981
Ankara 8.1 . 16.3 12.9 16.6 18.7  20.1 15.3 28.3 k9.5 56.5 116.6 35.9
Istanbul 6.8 15.7 1.8 15.4 15.8 19.2 17.3  27.1  45.3 58.7 110.2  36.6
lzmir 7.8 19.7 5.8 16.7 17.5 20.9 16.5 36.1  45.8 57.3 107.0 38.3 )
Samsun 7.3 15.9 17.2 16,2 22,6 20,9 16.3 29,5 51.k 52.5 104.B 32.3 ]
Eskisehir 7.4 . 4.7 13.0 15,0 16,9 . 21.3 17,0 .. 28.3 L6.5 ..52.2. 117.0 35.6
Antalya 8.7 15.4 15.0 17.5 22,0 21,4 13.9 27.8 46,0 59.h 106.9 35.1
Diyarbakir 8.2  16.3  17.1% 15.7 18.9  19.3 - 18.6  25.8 43.3 54,8 113.7 37.2
Ordu 10.5 16.5 11,3 13.8  22.5 17.6 . 6.7  28.2 49.% 57,5 104.2 33.2

Source: State Imstitute of Statistics

INTERNAL TERMS OF TRADE

Compared with industrial goods and semi manufactures, increases
¥ere more pronounced in food nrices in 1981. As a result, internal
®rms of trade improved in favour of food, raising: the 1nterna1 terms

°f trade from $9.3 in 1980 to 75.4 last year,
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The trend against agriculture was registered between 1975 and
1980, with the terms of internal trade moving against food nrice
the to overall terms of trade moved from 112.3 in 1975 to 69.3 i
1980.

The reverse trend had been the case between 1972 and 1975, wi

the terms of internal trade moving in favour of food prices from
83.4 in 1972 to 112.3 in 1975. .

INTERNAL TERMS OF TRADE!

Quarter T 1872|7973 11976 | 7975 [ 1976 | 7977 ] 1978 | 7979 T 1380 | 7987

| 87.0 B87.8 92.0 Hh.9 114.2 113.7 109.1 86.3 ~6B.8 81.1.
N 86.0 87.5 92.2 112.9 113.6 110.6 100.8 73.9 65.8 77.3
i 79.6 82.5 92.8 110.3 105.5 101.5 93.2 72.4 68.0 70.7
v 82.4 84.4 102.9 112.2 112.2 101.8 85.% 68.6. 748.7 72.6

Annda!

‘Average 83.4 85,1  94.7 112.3  110.8 106.9 97.1  75.3  69.3 75.4

'Agricultural prices/industrial prices.

Source: Ministry of Commerce, Wholesale Price Indices

WHOLESALE PRICES INDEX
(Yearly Average, Percentage Chane)

General Food and industrial Terms of
Index Fodder Raw Materials Trade
1976 15.6 i 15.0 16.6 110.8
1977 24 .1 22.8 26.4 106.9
1978 52.6 4.1 65.9 97.1
1979 63.9 48.9 87.4 . 75.3
1980 107.3 100.4 115.7 69.5“
1981 36.8 41.6 31.2 75.4

THE MAIN FACTORS CONTRIBUTING TO INFLATION

The factors contributing to 1nf1at10n may be grouped 1nto twi
categories:

Those affecting the supply of goods, and those‘féctors affect:
aggregate demand. _
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a) Factors Affecting Supply

The increase in the supply of agricultural products was limited
g rate to only 0.4 percent in terms of the sector's contribution
to the GDP. However, when set against the average population growth
of circa 2.2 percent per annum, this low rate of increase results
in 2 reduced volume of per capita supply.

Industrial production increased by 9.1 percent in 1981, following
g fall during two consecutive years of 5.6 and 5.5 percent respec-— .
tively. In spite of the increase registered in industrial production
jn 1981, -the level attained is in fact below that of 1977 in total,
real terms and so is also lower on a per capita basis.

i The Gross Domestic Product increased by 4.4 percent in 1981 bhut

# when this is compared with the highest domestic product achieved

i of the last five years, real growth of GDP in 1981 was 0.5 percent
i pelow the 1977 GDP. Expressed in per capita terms too, there is no

. important increase in per capita GDP.

Lt MR o b

: Imports, on the other hand, affected positively supply as the

I volume index of imports indicates an increase of 20 percent in

8l comparison with 1980. With the base year of 1973 as 100, the volume
. index increased. from 96.8 in 1980 to 116.8 in 1981,

; .';_ o

Investments increased by only 3.5 percent, in.real terms, between
- 1980 and 1981, and represented a smaller percentage of GNP in 1981
. than in 1980; this is obviously the case as the rate of increase in
ﬁﬁGNP slightly exceeded the rate of increase in fixed investments the
B CONP increased by 4.3 percent, whilst fixed investments increased by
Sf only 3.5 percent.

b) Factors Aggregate Demand
1) Foreign Exchange Inflow of Workers' Remittances

E A large number of factors have been responsible for inflating

1 demand. The inflow of workers' remittances, while very useful, even
f Crucial, in increasing foreign exchange reserves, caused increases
;_in the amount of currency in circulation and in the money supply

4 because no steps have yet been taken to counter-balance these very
i Substantial additional funds.

Workers' remittances are different from any other inflow of
foreign exchange because the proceeds in TL of the sales of foreign’
exchange are received by a very large number of individuals in re-
3 lat1Ve1y small amounts and are immediately used to buy land, buildings,
i COnsumer durables and other consumer goods; only a relatively small

Proportion is effectively saved.
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2) Agricultural Support Prices
Support prices for most agricultural products were increased a

rates below that the rates of inflation with the exception of whe
and barley, tobacco, tea and silk cocoon,

AGRECULTURAL SUPPORT PRICES

(Krs./ Kg.) % Increase
' , 1978/ 1979/ 1980/ 1«

1978 1979 1980 1981 1977 1978 1979 :
Wheat 330 510 1050 2016 17.4 54.5 105.0 ¢
Barley 260 480 850 1366 42,1 84,6 77.0 ¢
Rye ‘250 470 800 - - 31.5 88.0 70.2
Oats 235 370 825 - 32,8 59.6 -
Cotton 1358 2475 5000 6250 46.5 59,7 102.0 ¢
Tobacco . 5060 6088 10900 18500 8.2 22.7 77.2 . €
Tea 1200 - 1450 2588 4100 20,0 20.8 64,7 £
Sugar beet 80 130 . 300 400 29.0 62.5 130,0 K
Sunflowerseed 850 1600 3000 4000 30.8 88,2 .87.5 2
Hazelnuts 2150 4500 11000 12500 42,4 91i.5 144,4 1
Dried figs. 1050 2200 5000 6500 56.2 109.5 127,2 3
Olive oil 3000 6000 - - 39,1 87.5 153,0
Merinos wool 6500 11500 29100 25083 18,2 76,9 176.6 -l
Mohair 19000 27650 76500 80000 65,2 45,5 122,2
Silk cocoons 12500 18500 80000 - 25,0 48.,.0. 100,0
Pistachios. 5500 12500 30000 - 127,3 10Q,0
Sultanas 1750 4000 8500 11000 37 5 1g0,0.  200,0 2
Raisins 1000 2000 4500 - - . 21,2 lca.o 21.1
Soya bean 775 1350 - 4000 - 74 211,1
Lentils (red) - 900 2800 - - - -
Lentils (green) - 1700 - - - - -
Maize 900 - - - - 158,6.
Groundnuts 1850 2900 7500 - - 56,7 57,2 1
Poppyseed 2500 2500 3460 4000 8,7 0 -
Poppyseed 1900 1900 - 3000 a 0 -
Sheep 3150 4100 - 50, 0 30,1 -
Cow 2950 3900 - 47,5 32,2
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3) Velocity of Circulation of Moﬁey

| The velocity increased considerably during the last four years,
t.] especially during the period of the tight money policy. The velocity
B calculated on the basis of annual averages in banknotes issued was
19.3 in 1980 and then it rose to 20.1 in 1981.

On the other hand, velocity defined as the relation between M1
money supply (mid-year) and the GNP, increased from 5.9 in 1978 to
1 8.9 in 1980. Since the rate of increase of M1 was higher than the
.} rate of incréase of GNP, velocity decreased to 8.6 in 1981.

VELOCITY OF CIRCULATION OF MONEY

Banknotes Money
Issued - Supply
{Annual Averages) (M1-Mid Year) G.N.P.
(Bn. TL.) (Bn. TL) (Bn. TL.) Velocity Velocity
(1) (2) (3) 3/1 3/2
1978 94.7 219.3 1,290.7 13.6 5.9
1979 146.5 350.7 2,199.5 15.0 . 6.3
1980 230.2 500.5 h,hBS.i 19.3 . 8.9
1981 326.9 76L.6 6,564.3 20.1 8.6

4) The State Economic Enterprises' Deficits

. The State Economic Enterprises' deficits have been responsible
in large measures for the increases in the currency in circulation,
in the money supply and in the nominal aggregate demand.

The SEEs' combined losses before taxes rose to 71 bn TL in 1979,
and decreased to 23 billion in 1980. In 1981, however, the SEEs
achieved a net aggregate pre-tax profit of 1.7 bn TL. ‘

. Despite this turn-round, there was in fact no great improvement

in the SEEs' accounts in 1981, Twenty-five profit-making Enterprises
Increased their profits by a hundred percent, whilst 10 SEEs increased
their losses by 64 percent. In total, 135 SEEs made profits totalling.
111 bn TL during 1981, an increase of 113 percent over 1980, but
d“ring the same period Treasury Support increased by 45 percent to

109 bn TL. There were profits the first- time in the past few years,
Only after budgetary support payments is deducted which remained a
eavy burden on the Treasury and on the economy as a whole.
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PROFIT/LOSS ACCOUNTS OF THE SEE

. (in %p TL.)
1982 o
1973 1980 % 1981 % Programme %
Total Profit 20.7  67.5  226.1  136.0  101.5  144.8 6,
Number of Profit ) _ _ : _
Making Enterprises 23 27 © 25 32
Total Loss -17.5 -15.4 12.0 -25.2 -63.6 -15.2 39.
Number of Loss :
Making Enterprises 12 . 8 : 10 35
Total Profit/lLoss 3.1 52.0 1577.4 110.8 113.1 129.7 17.
Number of Enterprises 35 35 35
(Less)Treasury . .
Subsidy: ‘ 7h .1 75.1 1.4  109.1 k5.3 82.5 -24,
Net Profits -71.0 -23.1 67.5 1.7 107.4 47.1 2670.
(Pre-tax) : :
5) Wages

In 1981 gross daily wages increased by 27.4 percent, bringing
the average daily wage of insured market to 543.84 TL from 426.96
in 1980. During the same period, the cost of living increased by
37.6 percent, thus reducing real gross wages by 7.4 percent during
1981, As a result of regular decreases for four consecutive years,
real gross wages were reduced to roughly 52 percent of their peak
level of 1977, and 66.9 percent of the gross wage level of 1972.

Net wages, on the other hand, increased by 53.9 percent to 339
in 1981, from 220,46 TL in 1980. The most crucial factor which
affected this rise was the revised income tax rate schedule. Duri!
1981, the cost of Living Index rose by 37.6 percent, so that real
net wages increased by 11.8 percent, the highest increase of the
last years. This increase is. the more impressive when it is consid
that net gross wages decreased considerably for the three years
preceding 1981. :
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AVERAGE WAGES OF INSURED WORKERS

()
" Gross . . Net ]
- Average Insurance - Tax Income Stamp Fiscal Average - L
Years Daily Premium Base Taxes Duty Balancing- Daily - Annual % Change -
Wage Tax Wage Gross " Net
1972 43.88 5.38°  39.50  4.56  0.17  0.11 3466 11,60  T9.3h
1973+ 5441 5.4 48,97 7.06 0.21 0.43 41.27 24,00 19,07
1974 68.26 6.82 61.44 10.06 0.27 0,84 - 50.27 25.45 21.81
1975 85.55 10.26 . 75.29 14,12 0.34 1.36 59.47  25.33 18.30
1976  115.30 13.84 101,46  23.38 0.56 2.26 75.86 34,77 26.72
1977 lh6._53 17.58 128.95 33.10 0.59 '3.20 ’ 92.06 27.09 22.16
1978  207.93 24.95 182.98 55.11 0.83 5.04 112.00 41.90 32.52
1979 294,31 35.32 258.99 83.49 1.18 . b.58 163.84 L1,54 h6.28
1980  426.96 51.24 375.72  147.68 1.71 5.87 228.46 §5.07 3k .56
1931  543.84 76,14 467.70  184.40 2.18 21.75 . 339.37 27.37 53.9%
"GROSS AVERAGE DAILY WAGE
Gross Wage Prices Index Real Gross Wage
Ti. % - Point % TL . . %

1971 39.32 - 100.0 - 39,32 -

1972 43.88 11.6 C115.4 15.4 -38.02 - 3.3

1973 54,41 24.0 131.5 14,0 41.38 8.8

1974 68.26 25.5 - . 163.0 2k.0  41.88 1.2

1975 85.55 25.3 197.5 21.2 43.32 3.4

1976 115.30 34.8 232.0 17.5 49.70 14.7

1977 146.53 27 .1 292.3 26.0 - 50.13 0.9

1978 207.93 4.9 473.2 61.9 43.94 -12.3

1979 294,31 i 773.0 63.5 38.03 -13.5

1980 - 426.96 hs.1 1,503.3 94.3 28.40 -25.3

1981 543.84 27.4 2,068.7 37.6 26.29 - 7.4

. NET AVERAGE DAILY WAGE
Net Wage Prices Index* Real Net Wage

___ TL., - (%) Point (%) TL. - (%)
1971 31.70 , - 100.0 - 31.70 -
1972 34.66 9.3 115.4 15.4 30.03 - 5.3
1973 4h1.27 19.1 " 131.5 14,0 31.38 4.5
1974 50.27 21.8 163.0 24,0 30.84 - 1.7
1975 59.47 17.8 197.5 21.2 30.11 - 2.4
1976 75.36 26.7 232.0- 17.5 32,40 7.9
1977 92.06 22.2 292.3 26.0. 31.50 3.0
1978 112.00 21.7 473.2 61.9 23.67 -24.9
1979 163.84 46.3 '773.8 63.5 21,17 -10.6
1980 220.46 34.6 1,503.3 94.3 14.67 -30.7
1981 339.37 53.9 2,068.7 37.6 16.40 11.8

e —————

*Ministry of Commerce, Istanbul Cost of Living Index




e e o B e

- 94 -

6) Increase in the Money Supply

One of the components of the supply of'money,banknotes in cir-
culation, increased by 36.5 percent in 1981 in comparison w1th the
1ncrease of 54.4 percent in 1980. : :

But the hlghest rate of increase was realized in time saving
deposits, which rose by 173.5 percent. Sight commercial and sight
savings deposits showed increase of 26.9 percent .and 1.5 percent,
respectively. As a result of these developments, in its broad
definition, the money supply increased by 49.8 percent in 1981,

FACTGRS CONTRIBUTING TO INFLATION
THROUGH AGGREGATE DEMAND

Tnflow of Average Currency Supply Domestic

Workers!  Gross Wage in of Credit
Remittances of Insured Circulation- Money to the
(mn. $) Workers {M2) Public Sector . GNP
(% increase) % increase % increase % increase As % M2 M2
1970 - 9.9 30.5 - 0.20 3.6
1971 72.5 . 11.3 17.4 28.3 0.24 . 3.8
1972 57.1 11.6 14.8 25.2 0.19 3.7
1973 58.9 24,0 29.6 27.4 : 0.13 3.8
1974 20.5 25.5 26.3 25.4 0.22 A
1975 92.0 ' 25.3 25.8 29.5 0.32 4.0
1976 25.0 34.8 29.0 23.5 0.h1 .0
1977 - 27.1 48.2 34.4 _ 0.54 3.9
1978 - k1.9 4g.0 35.6 0.58 3.9
1979  72.5 h1.5 50.6 54.1 H.56 b
1980 22.1 hy,7 54.4 61.5 0.51 5.1
1981 20.2 27.4 - 36.5 49.8 - 0.b47 5.1

I
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CHAPTER 111

ForeieN Economic RELATIONS

1. FOREIGN TRADE AND
PAYMENTS, 1981

In the following pages, individual subjects related to foreign
trade and payments are dealt with in detail and, whenever necessary,
in a broader perspective. First, however, it is useful to mention
basic facts in so far as foreign trade and payments in 1981 are
concerned.

The current account deficit decreased considerably in 1981, by
$1.1 bn as compared with 1980. :

Foreign Exchange rate policy contributed to the improvement in the
invisibles balance by $ 370 mn in 1981 as compared to 1980. Net
receipts from tourism increased by 30.7 percent, other items by
146.1 percent. The workers' remittances registered a growth of
20.3 percent in 1981. '

Capital movements showed a marked decrease during 1981, equal

to 1.1 bn $. The main decrease was in programme credits which dropped
by roughly $ 1.0 bn; on the other hand project credits increased by

$ 95 mn. :

2. TURKEY'S FOREIGN TRADE

_ The volume of foreign trade showed a substantial rise and this
significantly increased Turkey's share of total world trade.

However, the increase in the volume of trade was not equally
Spread over exports and imports. It resulted mainly from an unusually
sharp rise in exports.

As a result of these developments, imports which amounted to
only 6.35 percent of Gross Domestic Product over the period 1965-69,
9.47 percent in 1970-74 and 11.13 percent in 1975-79, jumped to
14 percent in 1980 and 15.62 percent in 1981, As a percentage of
the GDP, exports amounted to 4.56 percent in the first half-decade,
t9 5.13 percent in the second and dropped to 4 percent in the final
five years. In 1980, there was a slight increase, to 5.3 percent;
but in 1981 the increase in exports was explosive; as a result ex-
Ports as a percentage of the GDP amounted to 8.22 percent.
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FOREIGN TRADE as PERCENTAGE
_ of
GROSS DOMESTIC PRODUCT

*éaré | ._Exports o mebrt§ “ ?gigigﬁ-
1965-69 . 4.56 6.35 10,9
1970-7k 5.13 9.47 14,60
1975-79 L, oh 11.13 ©15.17
1980 5.35 o 1h.5s 19.90
1981 8.22 15.62 23.84

- - —r r—

Imports showed a continuous rise from 1970 on, which was inte:
rupted only in 1978 and 1979 as a result of acute shortages of .
foreign exchange. On the other hand, exports, as a percent of GDI
followed a different pattern. A continuous and gradual decrease |
the period 1965-1969 was followed by a continuous and gradual
increase between 1969 and 1973 and another decrease between 1973
and 1979. This last trend, when investigated for yearly changes,
: shows a cyclieal fluctuation with even years showing a better
i performance than odd years.

EXPORTS, IMPCRTS & GROSS DOMESTIC PRODUCT

(Million TL.)

T — S — r—
X Exports Imports

Domestic Exports Imports

_ Product ) e in GDP(%) i }n szfﬁi.“
1965 76,1440.1 4,173.6 5,193.3 5,46 6.79
1966 90,775.5 h,h14 .6 6,521.9 4,86 ) 7.18
1967 101,185.4 L,701.0 6,216.8 L. 6h 6.14
1968 112,190.1 4,467.8 6,934.1 3.98 6.18
1969 124,470.8 4,831.5 6,787.2 . 3.88 5.k45
1970 145,490,8 6,407.7 9,598.1 L. bo 6.60
1971 187,133.3 9,090.0 16,474 .4 .86 8.80
1972 232,114.8 11,875.9 21,5641 5.12 9.29
1973 295,801.4 - 18,037.4 29,263.3 6.10 9.90
1974 409,746,2 21,197.3 52,310.8 5.17 12,77
1975 519,173.3 20,075.1 68,987.1 3.87 13.29
1976 663,936.9 30,775.5. 82,940.8 4,64 12.49
1977 862,967.8 31,338.5 104,881.6 3.63 12.15
1978  1,274,780.7 55,357.9 113,290.1 h.3h 8.89
1979 -2,155,893.9 75,743.7 178,505.3 3.51 8.28
1980 4,327,983.7 231,703.9 629,743.8 5.35 14,55
1981  6,411,221,9 527,198.9 1,001,431.2 8.22 © 15,62

Py y—r——— Sy g - ” ——
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The relative decrease in exports as a percentage of GDP between
1965-1969 was partly associated with the over-valuation of the
rurkish Lira but it was also partly the result of deliberate
government policy based to a considerable extent upon pessimism
ghout the potential for export growth. Part of the disincentive
sgainst exports was unintended. It was the result of a certain
stringency in imports which created premiums in favour of imports
gs compared with exports. ' :

The relative increase in exports/GDP between 1969 and 1973 was
the result of the devaluation of the Lira in 1970, of the prosperity
in the Western World and of price levels either clearly below
world price levels or close to them.

I
|
On the other hand, several factors were responsible for the
relative decrease of exports during the period 1973-1979; domestic l
price increases had reduced the eompetitiveness of Turkey's exports,
2 buoyant domestic demand had competed with exports and thus limi-
ted the exportable surplus of a number of goods. Parallel to
increasing prices, over-valuation of the Lira had attained dangerous
dimensions and last but not least Turkey's principal trading partners
faced a recession. There was, however, a distinct improvement in
most of these factors during 1980 and 1981,

The relative stagnation of exports during the 1974-79 period
can also be observed by comparing Turkish Exports to World Exports.

TURKISH EXPORTS as a SHARE of WORLD EXPORTS
(1965 - 1981)

{Million doliar)

Turkish Wor1d Turklsh Exports
Exports Exports World Exports %
1965 L6l 165,500 0.28
1966 ' 490 181,300 0.27
1967 523 190,600 0.27
1968 h96 212,900 0.23 -
1969 537 243,500 0.22
1970 ‘ 538 280,300 - 0.21
1971 677 312,600 0.22
1972 . . . 885 376,600 0.23
1973 1,317 524,000 0.25
1974 1,532 771,700 0.20
1975 1,401 796,500 0.18 "
1976 1,960 907,400 0.22°
1977 ‘ i,753 - 1,030,500 0.17
1978 2,283 1,193,399 0.19
1979 2,261 1,507,800 0.15
1980 2,910 1,840,000 . 0.16 |
1981 4,703 1,800,000 0.26 i




- 98 - |

TURKISH EXPORTS as
PERCENTAGE of WORLD EXPORTS
(1950 - 1979)

%
1950 - 1954 0.47
1955 - 1959 0.34
18960 - 1964 0.29
1965 - 1969 0.25
1970 - 1974 0.22
1975 - 1979 0.18
1980 0.16
1981 0.25

Source: International Financial Statistics

.Between 1950 and 1978, Turkey's share of world exports decrea:
steadily from 0.47 percent in the first half of the 1950's to O.°
percent in the first half of the 1970's and to 0.18 percent in tl
second half. Turkey has not yet been able to adjust to the chang:
momentum of world trade whilst many other countries have done S0

Under these circumstances,it is not surprising that where-as
exports were able to finance 81 percent of total imports in 1965,
could cover only 30 percent of the total in 1977 and 36.8 perceni
in 1980. However export/import ratios have considerably increased
to 52.6 percent again in 1981.

) GROWTH OF TURKEY's FOREIGN TRADE

{1965=100)
Foreign Trade Export/Import
Imports Exports ?r:dg Deficit Ratio

1965 100 100 . 100 100 ~ 81.3
1966 126 106 117 210 68.3
1967 120 113 117 150 _ 76.3
1968 134 107 122 247 65.0
1969 140 116 129 244 67.0
1970 166 127 148 332 62.1
1971 205 146 178 457 57.8
1972 273 191 236 626 56.7
1973 365 284 329 712 63.1
1974 660 330 513 2075 ko.6
1975 828 302 593 3084 29.6
1976 897 422 684 2934 38.2
1977 1013 378 729 3744 30.2
1978 8ok 493 665 21h40 48,

1979 886 487 708 2600 k4.6
1980 1382 627 toky 4629 . 36.8
1981 1562 1014 1316 3917 52.6
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Taking 1965 as 100, the import iﬁdex rose to 1562 in 19681 while
Juring the same period the export index rose only to 1014.

SHARE OF EXPORTS & IMPORTS
IN TOTAL VOLUME OF TRADE

i Total Share of Share of
Volume of Imports Exports
Trade (mn §) (%) (%)

1965 1036 55.22 44 .78
1966 1209 59.42 Lo.58
1967 1207 56.72 . 43,28
1968 1260 - "~ 60.60 39.40
1969 1338 59.88 40.12
1970 1536 61.69 38.31
1971 1847 63.38 ‘ 36.62
1972 2448 63.84 36.16
1973 3402 61.32 38.68
1974 5310 71.14 28.86
1975 6140 77.18 22.82
1976 7089 72.35 27.65
1977 7549 76.78 23.22
1978 6887 66.78 33.22
1979 7331 69.15 30.85
1980 10819 . 73.11 26.89
1981 13636 65.51 34.49

3. EXPORTS

Treditionally, Turkish exports have been heavily concentrated in

?f:amicultural products. In spite of a decrease in the relative impor-

tance of agricultural exports from approximately 80 percent of the

national total in 1965 to 57.5 percent in 1980, agriculture continued

to dominate Turkey's exports. This situations changed drastically in
1981 and the share of agricultural products in total exports dropped to
17,2 percent. Exports of industrial goods have doubled their share
during the same period, from 17.45 percent in 1965 to 36 percent in
980 and to 48.7 percent in 1981.

The following table based on Turkish Classification of Exports,
tlassifies a number of agricultural products which have gone through

¥ simple processing, e.g. refining, as industrial products. The table

b

_Eelow should be interpreted with this qualification in mind.



- 100 - .

TURKEY's EXPORTS by MAIN SECTORS

7 _ (Thousanqﬂﬁl
Agricul ture % Mining 4 industry

1965 361,811 78.02 20,999 4.53 80,928 17
1966 389,788 79.47 23,345 h.76 77,375 15
1967 426,650 81.68 20,738 3.97 74,946 14
1968 405,046 81.60 26,043 5.25 65,280 13
1969 405,016 75.45 34,845 6.49 96,973 18
1970 4k 554 75.20 42,679 7.25 103,243 17
1971 491,303 72.61 Lo,113 5.93 145,186 21
1972 607,417 68.64 35,901 3.96 . 242,461 27
1973 831,968 63.16 1,714 3.17 443,400 33
1974 851,958 55.60 79,831 5.21 600,302 39
1975 792,630 56.57 105,565 7.5k 502,879 35
1976 1,254,408 63.69 110,016 5.61 535,790 30
1977 1,041,401 59.41 125,851 7.18 585,774 33
1978 1,542,800 67.4 124,100 5.4 621,3 27
1979 1,343,600 59, 132,500 5.9 785,1 34
1980 1,671,742 57.4 190,994 6.6 1,047,386 36
1981 2,219,409 47.2 193,406 b1 2,290,119 L8

EXPORTS, DOMESTIC PRODUCTION
AND PRODUCTION CAPACITY

There has usually beéen a distinct negative correlation between
Exports/Production rates and the over-valuation of the Turkish Li
With the move away from a major devaluation of the Turkish Lira
the Exports/Production rate decreased continuously; from 10.6 per
cent in 1965 to 7.7 percent in 1969, the year preceding the 1970
devaluation. ‘

The 1970 devaluation of the Lira coincided with a bouyant worl
trade situation, as mirrored in the relative prosperity of Wester
countries, and this also benefited Turkey to the extent that its
Exports/Production rate rose from a low of 7.7 percent in 1969 to
12.9 percent in 1973.
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RELATIONSHIP OF EXPORTS TO GNP
of the

'PRIMARY and SECONDARY SECTORS,

(Mittion TL.)
GNP N ~“Exports as T of
in o GNP
Agriculture industry and Exports in
Industry Agricul ture " Agriculture+ind.
23,836.7 39,388.4 4,173.6 10.6
15,551.7 - |
28,853.8 47,428.7 h,414.6 9.3
18,574.9
30,269.9 52,111.02 4,701.0 9.0
©21,741.3 _ _
31,699.8 56,376.6 4,467.8 7.9
24.676.8 | |
34,113.3 62,585.0 4,831.5 7.7
28,471.7 | .
39,369.8 70,832.8 6,407.7 . 9.0
31,463.6 : o '
50,851.5 91,5081 ©9,090.0 _ 9.9
40,656.6 | '
60,654.5 111,502k 11,875.9 10.6
" 50,847.9 '
74,798.5 139,358.0 18,037.4 12.9
64,559.5
107,888.7 199,324.0 21,197.3 10.6
91 1435-3 ' .
139,127.3 251,422.7 20,075. 1 8.0
112,295.4 | . .
181,200.6 320,030.1 . 30,775.5 9.6
138,829.5 |
223,792.4 402,790.0 ' 31,338.5 7.8
178,997.6 .
306,462.8 606,013.9 55,357.9 9.1
299,551, 1
1979 473,327.3 1,000,555.9 75,743.9 7.6
527,228.6 . _
1980 937,191.0 1,988,127.3 231,702.2 11.7
1,050,936.3
1,343,627.3 . 2,964 ,544.5  527,195.1 17.8
1,620,917.2 f

;'I‘: ———




RIS

v
i
]
5“"{.
2
B
i'
P
i
jii: -
B

- 102 -

With domestic price increases eroding the value of the Lira ang
the effects of the devaluation, the rate of exports to production
decreased sharply from 12.9 percent in 1973 to 7.8 percent in 1977
and 1979, but showed an improvement in 1980 and 1981 by Pllmblng
back to 11 4 percent and 17.8 percent respectively.

Cyclical changes apart, exports of agricultural and industrial
commodities were equal to 9.3 percent of the sum of GNP in Agricult
and Industry, indicating a slight upward surge for the middle of
the period 1965-1979 with the first third having an average of
8.9 percent and the last third an average of 8.5 percent.

EXPORTS as PERCENT of GNP
in
AGRICULTURE & INDUSTRY

2

1965 - 1969 8.9
1970 ~ 1974 10.6
1975 - 1979 8.5
1980 1.7
1981 17.8

In a more detailed way exports can be assessed as a percentage
of sectoral output. The 1973 Input-Output Coefficients for the
Turkish Economy give the following ratios: 0.02 for Agriculture,
0.05 for Mining. As for Industry the sectors with the highest rati
were, in order of importance, as follows 0.1842 for textiles, 0.15
for beverages and tobacco, 0.1185 for food, 0.0504 for petroleum
products, 0.0449 for non- ferrous metals, 0,0238 for metals, 0.022
for metal products and 0.0207 for 1eather The remaining sectors
displayed smaller ratios.

FOREIGN EXCHANGE RECEIPTS AND EXPENDITURE
IN THE MANUFACTURING SECTOR

The industrialization strategies adopted in Turkey have placed
undue emphasis on meeting internal demand rather than on developin
exports. Thus, the rate of export proceeds to import expenditure £
the manufacturing 1ndustry during the past 11 years has fluctuated
between 13.4 and 43.5 percent .
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7

RATIO of VALUE OF EXPORTS to IMPORTS

for _ for the
Manufacturing Whole Economy
1970 13.6 62.1
1971 15.0 57.8
1972 17.8 56.7
1973 24.8 63.1
1974 22.1 La.6
1975 13.4 29.6
1976 15.0 38.2
1977 13.6 30.2
1978 18.9 48.8
1979 21.3 by .6
1960 22.4 36.8
1981 43.5 52.6

IMPORT DEPENDENCE of INDUSTRIAL PRODUCTION

(Million $, 1979)

Production Imports De;:ﬁggﬁce
Textiles, Clothing 3,165.5 20.7 0.7
Food, Beverages,Tobacco 10,620.7 33.8 0.3
Forestry Products 1,86L.7 1.2 -
Paper 358.1 36.4 10.2
Printing hhLo,1 3.8 0.9
Leather & Hides 794 .1 0.3 -
Rubber & Plastics - 859.8 145.0 16.9
Chemicals 1,280.7 524 .1 ho.9
Petroleum Products 2,139.0 750.4 35.1
Fertilizers 206.2 356.2 172.7
Cement 746.5 3.4 0.5
Glass - Ceramics 319.7 27.7 8.7
tron, Steel 1,421.2 345, 24.3
Non-Ferrous Metals 697.3 54,6 7.8
Metal Products 1,015.2 14,4 1.4
Machinery 1,140.3 1,203.3 105.5
Electrical Machinery 772.7 259.4 33.6
Motor Vehicles 1,452.5 220.6 15.2
 Total 29,291.4 %,000.4 13.6
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There are big differences in the Export/Import ratios of the
various sub-sectors. Only a small number of them exceed the averag
for the manufacturing industry as a whole and not more than two
exceed the national average.

o D e A b e el

The only sub-sector which has systematically exported more tha
it has imported is Textiles, whilst Glass and Ceramics has shown ;
remarkable performance by increasing its export/import ratio fror
12.4 percent in 1970 to 256.4 percent in 1981

AT A S S

RATIO of EXPOGRTS to IMPORTS
- of
SUBSECTORS of MANUFACTURING TNDUSTRY

1970 1972 1974 1976 1979 - 19330 1981

Textiles 111.3 147.8 183.8 341.7 827.h4 534.0 1028.,¢

Forestry products 121.5  64.4 74.2  26.8 141.6 162.3 857.(

Chemicals 6.2 3.9 6.0 5.6 2.7 6.8 7.4

Petroleum Products k.3 73.8 149.1 15.5 - .2 17.:

Glass, ceramics 12.4 19.8 61.1 82.9 133.8 103.2 256,!

Non-ferrous metals 32.1 th.1 25.9 18.9 26.7 21.0 b ¢

Machinery 0.9 1.0 2.4 1.5 1.4 2.6 5.

Electrical Machinery 0.4 0.7 5.4 0.4 1.8 L.2 7.4

Transport vehicles 0.3 0.2 2.1 1.5 12.0 22.6 33.(

lron & Steel 3.5 5.0 3.6 k.o 3.0 7.3 16.¢

Precision Tools - 0.1 0.4 0.1 - - -

Paper 0.02 0.1 87.7 3.5 - - -

i Printing 5.8 3.9 6.4 2.8 - - -
Total Industry 13.6 17.8 22,1 . 15.0 20.4 22.4 52.¢

EXPORT PERFORMANCE by MANUFACTURING
SUB-SECTORS

Exports of industrial goods lncreased considerably durlng the
1970's

The sub-sector which occupied the first place in export perfor
mance and continues to do so is Textiles.

The second in importance is Transport vehicles followed by Iro
and Steel, Glass & Ceramics, Petroleum Products and Chemicals.

d
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The table below gives some insight into the export potential

of the industrial sector; as experienced . since 1970.

EXPORTS of THE MANUFACTURING [NDUSTRY
BY SUBSECTORS

Total Industry 107,923 246,125 601,325 595,791 785,083 1,047,386 2,290,119

(1000 $)
1970 1972 1974 1976 1979 1980 1981

Textlles 27,537 57,750 149,771 272,695 377,630 424,320 802,813
Forestry Products ' 3,099 . 5,266 16,756 = 5,622 1,635 &, 3hY 19,660
Chemicals 11,132 11,880 34,450 46,741 23,846 75,990 93,787
Petroleum Products 706 22,349 85,891 16,161 - 38,513 106,973
Glass, Ceramics ' 1,101 4,017 - 12,901 20,885 37,077 35,928 102,125
Non-Ferrous Metals . 8,335  5,908. 33,968 16,889 14,574 18,327 29,838
Machinery 1,791 4,081 16,090 16,457 12,445 21,680 64,767
Electrical Machinery 260 876 983 1,095 4,505 11,451 . 26,145
Transport Vehicles 390 272 5,959 9,329 26,599 50,282 ‘117,516
Iron & Steel ' 3,271 7,443 19,329 22,111 31,086 33,931 100,169
Precision Tools 1 21 184 89 - - ’ -
Paper 2 11 8,091 - 999 - = -
Printing ' 210 175 341 197
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COMPOSITION OF TURKISH EXPORTS

The following table shows the composition of Turkey's exports
1980 and 1981. Comparing the figures for the two years, it will p
seen that there have been marked changes. It is of great importap
that the share of industrial products went up to 48.7 percent in
1981 as compared with 36.0 percent in 1980 and that the share of
agriculture and livestock dropped from 57 4 percent in 1980 to
67.2 percent in 1981.

EXPORTS
7980 _ (ELE
{Tonnes) ~ (000 $) (Tonnes) {000 %)
AGRICULTURE & LIVESTOCK - 1,671,742 ' 2,219,409
A)Crops K 1,535,050 e 1,922,631
a)Cereal ' 80,384 o - 110,425
=~ Wheat : 338301'9 52|038 3‘5!53? 53)?85
- Others 28,346 . 56,640
b}Pulses ' 100, 604 - L 215,682
c) Industrial Crops 583,144 774,570
- Tobacco . B3,727 233,742 , 130,969 395,013
- Cotton 181,296 322,597 205,993 348,265
- Others 26,805 31,292
d)Frult & Vegetables 753,881 795,105
- Figs (dried) 32,580 38,745 35,948 35,344
- Raisins (dried) 80,252 130,316 99,688 130,226
- Hazelnuts 100,937 394,849 105,261 301,764
- Pistachlos 923 7,086 2,347 19,178
= Other hard shelled frults 5,036 11,126 14,418 23,276
- Oranges, Tangerines 46,092 21,046 143,104 58,043
~*Lemons 119,029 62,113 119,677 62,725
- Other Cltrus Frult 11,153 3,417 13,674 4,176
- Other Fresh Frult 60,106 24,585 g 168,212 74,063
- Others 10,069 25,115 10,894 26,257
~ Vegetables 88,078 35,483 213,9#9 60,054
e)Seeds, 011 Seeds 15,599 25,467
f)Other Crops 1,438 1,383
B)LIvestock & Livestock Products 108,192 258,209
a)Livestock 98,868 233,275
b}Wool, Halr 7,970 18,157
c}Raw Skins, Game Skins ) 147 187
d}0ther Livestock Products 1,207 6,590
C)Fishery Products 22,736 26,602
D)Forestry Products 5,764 11,967
MINING & QUARRYING PRODUCTS 190,994 193,406
A)Non-Metallic Quarrying Products 153,751 161,488
8)Mineral Ores 34,223 31,643
C)Fuels i 2,945 1 9
D)Other Mining Products 75 266




- 107 -

—_ 7980 T981
(Tonnes) (000 $) (Tonnes) (000 $)
INDUSTRIAL PRODUCTS 1,047,386 2,290,119
A)JAgriculture Based Processed
Products 209,424 411,666
a)Food Industry Products 190,137 366,817
b)Food lndustry by-Products 61 536
c)Processed Tobacco Products 1 136
d)Processed Forestry Products 3,845 7,889
e}Processed Textile Fibres 15,380 36,289
B)Processed Petroleum Products 38,513 106,973
C)Manufactured Products 799,443 1,771,481
a)Cement Industry Products _ " 39,585 198,469
b)Chemical Industry Pro. 75,990 93,787
c)Rubber & Plastics Ind.Pro. 15,889 71,792
d)Leather-Hides Processing Ind. 49,510 82,055
e)Forestry Products Industry b, 344 19,660
f)Textile Industry Products 424,320 802,813
" - Synthetic and Artificial Fibres 3,401 17,208 8,053 33,434
- Cotton Yarn . 58,466 181,161 91,940 230,559
- Synthetic & Artificial Fibres . ‘
Yarns - 1,298 7,491 3,552 22,876
- Grey Clofh 1,493 6,652 3,174 9,372
- Other Cotton Textiles 1,465 9,568 3,365 20,734
- Carpets,Kilims, Rugs 1,091 83,857 3,246 155,493
~ Other Textiles 1,620 9,069 4,833 23,258
- Knitwear - 1,386 16,198 2,320 33,676
~ Ready-to-wear Clothing 7,099 89,897 14,244 242,782
~ Others 3,185 . 30,261
g)Glass & Ceramics Ind.Products 35,928 102,125
h)iron & Stee! Ind.Products 33,931 100,169
i)Non-Ferrous Metals #nd.Products 18,327 29,838
J)Metal Goods Ind.Products 8,087 20,245
k)Machinery Manufacturing Ind.Pro. 21,680 64,767
1}Electrical Appliances Ind. 11,451 26,145
m}Motor Vehicles Ind.Pro. 50,282 117,516
n)Other Industrial Products 10,125 42,101
GRAND ' TOTAL . 2,910,122 4,702,934
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SECTORAL RATES OF INCREASE IN EXPORTS

(%)
1963/ 1967/ 1972/ —-
1967 1972 1977 978 1979 1380 1981

l. Agriculture &

Livestock Sector 9.9 7.3 11.h 48.1 -12.9 2.y 32.8
‘1)}Cereals & Pulses - 4.2 39.8 27.2 117.6 -37.5 10.3 80.2
2)Fruits & Vegetables 11.0 8.3 17.4  27.4 15,6 16.5 5.5
a)Hazelnuts 9.0 6.8 16.6 31.8 6.7 11.9 -23.6
b)Raisins 8.1 6.1 19.7 32.9 15.2 13.5 - 0.1
c)Others 11.8  14.4 17.7 140 27.2 -30+9
3) Industrial Products 13.8 5.7 4.9 45.8 -29.2 37.6 32.8
a) Tobacco 15.3 2.1 6.1 28.1 -21.h4 32.1 69.0
b)Cotton 13.4 7.8 1.9 65.8 -34.6 k1.6 8.0
c)Others - 18.1 22.2 2.0 - 4.4 4o.0 16.7
b)Livestock & Pro. - 9.2 1.1 6.6 109.2 744 138.7
5)Fishery Products i18.4 9.6 L.8 110.6 - 4.6 17.0
Il. Mining & Quarrying
Products 17.6 1141 29.1 - 1.4 6.5 Ly, 2 1.3
t1l. Industrial Products 3.7 26.5 19.3 6.1 26.2 33.4  118.7
1)Food & Beverages 2.9 12.9 7.9 -25.4 37.3 38.6 93.1
2)Textiles ‘ - 57.6 37.1  18.9 ~22.3 12.4 89.2
3)Forestry Products - 1.8 27.7 -9.4 10.7 50.0 165.7 353.6
4)Hides & Leather 28.0 162.8 ~ 19.3 -22.8 10.0 13.5 65.7
5)Chemical Industry  15.5  32.4  26.2 =29.1 0 218.7  23.h
6)Petroleum Products 56.5 133.3 -100.0 - - - 117.
7)Cement Industry -100.0 (+) - 9.6 330.9 2.3 -11.8 ho1.h
8)Glass & Ceramics - 9.3 65.8 49 4 9.7 23.3 - 3.1 184.3
9)Non-Ferrous Metals 29.3 =-18.7  27.7 -h42.4 25,0  25.8  62.8
10) Iron & Steel Ind. 47.2 34,4 bk 47.2 47.6 9.2 195.2
11)Metal Pro. & Mach. 50.5 84.7 28.0 28.1 0 4.4 150.3
12)Electrical
Appliances (+) 7h.2 28.0 22.0 0 154.2 128.3
13)Vehicles 24,5 86.7 102.2 =-33.9 350.0 89.0 133.7
14)Others 19.8  40.} 5.3 9.5 100.0 43.7  315.8
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i

GEOGRAPHICAL DISTRIBUTION OF EXPORTS

The geographical distribution of exports changed drastically
ggain in 1981. The OECD countries share of exports decreased 1980
‘¢rom 57.7 percent of total exports in 1980 to 48.1 percent in 1981.

Exports to Bilateral Agreement Countries and Free Exchange Agree-
gent countries fell to 4.3 percent and 42.5 percent of total exports
respectively.

Exports to the COMECON countries increased to 6.8 percent of
total exports in 1981 from 16.5 percent in 1980. The decrease was
post notable in the cases _of the Soviet Union,Czechoslovakia and Poland.

On the other hand, expof%s to Arab coﬁntries showed a remarkahle
ise, from 13.6percent of total exports in 1980 to 36,2 percent in
1981. :

GEOGRAPHICAL DISTRIBUTION OF EXPORTS

: - , .__ (000 $)

- ’ “ ‘ 1980 1981
e (000 %) (%) (000 $) (%)
OECD COUNTRIES , 1,679,738 57.7 2,263,704 - 48.1
AJEEC Countries 1,242,131 42.7 1,502,911 31.9
a)The Sixs 1,126,199 38.7 1,294,772 "27.5
. = West Germany 603,969 20.8 643,245 - 13.6
~ Belgium-Luxemburg 55,504 1.9 93,748 2.0
- France 163,897 5.6 215,720 L.6
- Holland 84,380 2.9 95,963 2.0
- ltaly 218,448 7.5 246,086 5.2
b)The 3 115,933 4.0 160,760 3.4
- Denmark . 7,334 - 0.3 6,816 - 0.1
- United Kingdom 104,533 5.4 147,960 3.1
- freland L, 065 0.1 5,984 0.1
OTHER OECD COUNTRIES 437,606 15.0 760,793 16.2
- U.S.A. 127,390 L4 267,930 5.7
- Japan 36,687 1.3 35,315 0.8
- Switzerland 125,835 4.3 263,731 5.6
- Others 148,144 5.1 193,817 b1
BILATERAL AGREEMENT COUNTRIES 178,617 6.1 200,573 4.3
- U.S.S.R. . 168,963 5.8 193,688 4.
- Albania 9,654 0.3 6,885 0.2

FREE EXCHANGE AGREEMENT
COUNTRIES : _ 883,659 30.3 1,999,573 h2.5
- East European Countries 311,900 10.7 126,309 2.7
= RCD Countries 90,650 3.1 252,488 5.4
- Others 481,109 16.5 1,620,776 34.4
OTHER COUNTRIES 169,108 5.8 239,085 5.0
TOTAL: : 2,910,122 100.0 4,702,935 100.0
-

14
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EXPORTS TO COMECON COUNTRIES
(Share of Total Exports)

: (000 _$).
-_ 1376 43 1978 % 1979 3 1980 Z 1981 %
soviet Union 81)0 4.1 105.2 4.6 126.7 5.6 16,0 5.8  133.7 b1
czechoslovakia 13.5 0.7 3h.6 1.5 ht.4 1.8 72.1 2.5 15.0 0.3
Romania 30.6 1.6 4.2 3.2 37.8 1.7 71.0 2.4 57.3 1.2
poland 15.7 0.8 42.6 1.8 ht.9 1.8 gh.1 3.2 33.3 0.7
Hungary 10.0 0.5 h2.2 1.8 16.0 0.7 b1 1.4 5.6 0.1
gulgaria 6.9 0.4 11.4 0.5 7.6 0.3 12,4 0.4 9.9 0.2
6.D.R. 9.0 0.5 13.9 0.6 29.7 1.3 21.3 0.7 5.7 0.1
tomecon,Total  166.5 B.6 323.0 1h.2 301.5 13.3 481.0 16.5 . 320.5 6.8
Total Exports 1,960.2 100.0 2,288.1 100.0 2,261.2 100.0 2,910,1 100.0 4,702.3 100.0
_ EXPORTS TO ARAB COUNTRIES
(000 $)
1978 |3 1979 % 1980 % 1981 %
Bahraln 1,298 0.1 354 - 2,70k 0.1 2,921 0.1
Morocco 2,251 0.1 1,109 0.1 1,329 0.04 1,679 -
Algeria 3,927 0.2 10,204 0.4 8,466 0.3 30,776 0.7
Irag 69,466 3.0 113,395 5.0 134,786 h.6 559,001 11.9
Kuwalt 16,267 0.7 15,244 0.7 958  0.03 70,976 1.5
Lebanon 20,538 0.9 27,034 1.2 143 - 85,472 1.8
Egypt, Arab
Rebublic of 18,865 0.8 49,847 2.2 20,304 0.7 72,146 1.5
Sudan 2,141 0.1 - - 1,653 0.05 7,060 0.1
Syria 58,513 2.6 54,859 2.4 251 - 129,012 2.8
Saudi Arabia 17,504 0.8 19,627 0.9 102,924 1.5 187,428 h.o
Tunisia 23,594 1.0 8,499 0.4 13,209 0.5 15,007 0.3
yordan 9,455 0.h 45,145 2.0 18,092 1.6 92,079 2.0
Yemen 386 - - - 126 - 2h -
Total 292,781 12.8 388,581 17.2 395,264 13.6 1,700,745 36.2
Iran 44,732 2.0 11,815 2 84,820 2.9 233,693 5.0
Pakistan 7,964 0.3 n.a n.a c,829 0.2 18,794 0.4
Total 52,696 2.3 n.a n.a 90,649 3.t 252,482 5.4
Total Exports 2,288,163 100.0 2,261,195 100.0 2,910,122 100.0 4,702,934  100.0
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TWENTY YEARS' EXPORT PERFORMANCE

The export performance of the non-oil-exporting developing
nations was relatively better in the 1960's than in the 1970's,
when their economies were affected by the international petroleum
crisis. The average annual increase in the exports of 52 non-oil
exportlng developing countries was of 5.5 percent during the
period 1960-1970 and, in spite of the difficulties, it fell only
to 5.2 percent in the period 1970-1978.

During the first period, 21 countries registered export perfor.
mances better than the average of 5.5 percent, ten of them in faci
exceeding 10 percent; Korea occupied first position with 35.2 per.
cent. Turkey ranked low in the llst with only 1.6 percent.

In 1970—1978, twenty-five countries had annual export growth
rates of or above the average of 5.2 percent. Eight of these 25
had growth rates in excess of 10 percent and, once more, Korea
headed the list with an average of 28.8 percent; Turkey was again
well below the average, with an average growth rate of 2.5 perceni

The most appropriate countries with which Turkey's export per-
formance may be compared are Brazil and Mexico, which have simila)
per capita incomes, and Portugal, Greece and Spain, with much higl
per capita incomes.

EXPORT PERFORMANCE OF SELECTED
SEMI-INDUSTRIALIZED COUNTRIES

Turkey | Mexico | Brazil | Portugal | Greece | Spair

Population{millions)1978 ‘ 43 .1 65.4 119.5 9.8 9.4 - 37.1
Area (thousand km?) 781 1973 8512 92 132 505
Percapita GNP $ "~ 1200 1290 1570 1990 3250 3470
Exports 1978 (million %) 2288 5739 12527 2393 3341 13115
Annual growth rate of

exports 1960-1970 1.6 3.3 5.0 9.6 10.7 11.6
Annual growth rate of

exports 1970-1973 2.5 5.2 6.0 -5.9 13.1 11.0
Exports as % of GDP 1960 3 10 ‘5 17 9 10
Exports as % of GDP 1978 6 11 7 20 17 16
Exports of fuels,minerals

% of total, 1960 8 24 8 8 9 21
Exports of fuels,minerals .

% of total, 1977 8 32 10 b Th 6
Exports of Primary Comm. ‘

% of total, 1960 © By 64 89 37 81 57
Exports of Primary Comm,

% of total, 1977 67 39 64 26 - 36 23
Exports of Manufactures

% of total, 1960 3 12 3 55 10 22
Exports of Manufactures

% of total, 1977 25 29 26 70 50 71
Manufacturing as % of GDP, 1960 13 23 26 29 16 27
"Manufacturing as ¥ of GDP, 1978 18 28 28 36 ] 19 30

Source: The World Bank
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4. IMPORTS

Over the period 1972-1977, imports increased by an annual average
rate of over 30 percent. In 1978, imports fell by 20.7 percent,
increased by a modest 10.2 percent in 1979, rose by no less than
56.0 percent in 1980, and increased 12.9 percent in 1981.

Raw materials constituted almost 75.4 percent of total imports
in 1981; machinery and other investment goods accounted for a further
99.6 percent and consumer goods made up the modest remainder of 2.0
percent. An analysis of 1981 imports by sources of finance reveals
jo important changes as compared with 1980. Programme imports rep-
resented 90.8 percent of the total, as against 91.1 percent in 1880
put "Liberalised'" imports represented 79.7 percent as against 77.0
percent'and Quota imports were down from 12.0 to 9.3 percent; there
was little change in Bilateral Agreement imports. In so far as
self-financing imports were concerned. foreign investment in kind
was up from 0.4 to 0.5 percent and imports against foreign project
creditsincreased from 6.9 to 7.2 percent of the overall total.

e

IMPORTS by COMMODITY GROUPS

($ thousands)

7577 | 1378 73779 T30 BRELL
Value % Yalue % Value % Value X Vatue %

INVESTMENT GODODS 2,255 38.9 1,590 34.6 1,596 31.5 1,581 20.0 2,017 22.6 |

- Construction

Materials 206 3.6 138 3.0 152 3.0 152 1.9 168 1.9
- Machinery & , ’ . :
Equlpment 2,048  35.3 1,453 31.6 1,444 28.5 1,429 18.1 1,849 20.7
RAW MATERIALS 3,363 58.0 2,876 62.5 3,377 66.6 6,158 77.9 6,737  75.h
CONSUMER GOODS 178 3.1 133 2.9 96 1.9 170 2.1 79 240

GRAND TOTAL 5,796 100.0 4,599 100.0 5,069 {%0.0 7,303 100.0 8,933 100:0

R —
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SHARE OF COMMODITY GROUPS
| (%)
1963 1967 _ 1972 1977 1978 1379 1980 __ 1981
1) Investment Goods 45.8 47.2 50.1 38.9 34.6 31.5  20.0 22.6
-~ Construction _
Materials ‘6.1 L4 5.5 3.6 3.0 3.0 1.9 1.9
- Machinery
' Equipment 39.7 42.8 k4,6 35.3 31.6 28.5 18.1 20.7
2)Raw Materials 48.8 47.9 4.2 58.0 -62.6 66.6 ~77.3 75.4
3)Consumption Goods 5.4 4.9 h.7 3.7 2.9 1.9 2.1 2.0
Total 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
IMPORTS BY SOURCE OF FINANCE
(Million §)
1378 7379 7980 7981
Value 2 Value | % Value % Value 2
Programme Imports 4,048 88.0 A,479  88.4 7,204  91.1 8,11k 90.8
- Liberalization
List 3,200 69.6 3,397 67.0 6,087 77.0 7,121 79.7
- Quota List 784 17.0 973 19.2 947 12,0 834 9.3
- Bilateral Agreements 64 1.4 109 2.2 170 2.1 159 1.8
Self-Financing
Imports 551 12.0 590 1.6 705 8.9 819 g.2
- NATO tnfrastructure 12 0.3 1 0.2 18 0.2 16 0.1
- Private Foreign
Capital 23 0.5 71 1.4 33 0.4 L1 0.5
- Project Credit- ’
Refated 394 8.5 356 7.0 547 6.9 éh2 7.2
- Import with Waiver® 119 2.6 123 2.k 95 1.2 69 0.8
- Others 3 0.1 29 0.6 12 0.1 43 0.h
Overall Total 4,599 100.0 5,069  100.0 7,909 100.0 8,933 100.0

*Imports without an official allocation of foreign exchange: mainly by workers' .

returning from abro

ad.
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SECTORAL RATE OF INCREASE/DECREASE IN IMPORTS

1963/

1967/

1972/

1967 1972 1977 978 1979 1980 1981
H)Agricul tural Produce
& Livestock -27.9 6.8 27.0 ~54.9 -29.0 38.3 50.8
a)Crops ~-47.8 25.6 28.4 -56.7 12.8
biLivestock Prod. - 9,9 t.1 23.4 ~51.8 ~20.2
c)Fishery - (+) - - 1.0
d)Forestry Prod. 8.9 -18.4 60.6 -64.1 31.9
2)Mining & Quarrying - 3.5 24,5 54.6 -10.2 - 5.8 189.9 12.3
a)Crude 0i1 - 8.6 27.5 56.2 - 9.4 - 7.9 206.9 10.3
b)Others 50.5 11.7 421 -16.8 17.8 35.5 53.5
3)Industria) Products 3.4 17.5 26.1 -22.8 16.6 21.5 12,7
a)Food & Beverages -34.0 4o, 3.4 42.3 130.0
b}TextIles 9.7 5.2 10.3 - 2.5 - 8.0 741 ~ 1.8
cJForestry Products 1.4 26.6 21,4 -23.6 . 131.8 =14.3
d)Hldes & Leather -11.0 4.4 7.4 -12.8 2.4 86.8
e)Chemicals 13.5 14.8 27.6 - 0.9 10.1 27.4 6.9
f)Petroleum Products 4.8 13.4 56.5 23.8 113.0 21,2 -31.8
g)Cement 16.4 -52.8 15.6 -66.1% 313.3 41.6
h)Non-Ferrous Metals 18.2 18.3 18.4 -56.1 31.0 59.6 61.8
i)Glass & Ceramles 5.1 16.7 4.7 -30.14 ~55.6 25.6 14.4
J)lron & Steel -7.8 25.9 36.2 -40.9 ~15.5 34,0 30.8
k)Metal Prod.&Machinery 5.5 16.2 23.3 -27.3 17.4 5.7 45,2
1)Electrical Mach.!nd. 1.3 22,3 19.2 =24 .4 15.1% 7.9 24.3
m)Vehicles Industry - 6. 24.5 28.9 -29.0 ~41,5 0.8 60.0
n)Other Industry
Branches 13.0 6.4 33.3 -40.6 6.0 46.9 30.5
Total - 17.7 30.0 -20.7 10.2 £1.2 12.9
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{

IMPORTS

- T98 0 1981
(Tons) (000 %) {Tons) (000 5)
AGRICULTURAL & LIVESTOCK SECTOR 49,807 124,933
- Rice 5,698 2,534 26,316 10,800
- Merinos Wool 5,447 22,373 9,140 40,154
- Skins 2,216 4,948 3,477 5,457
- Cocoa 852 2,738 2,526 5,984
- Others - 17,214 - 15,077
MINING & QUARRYING 3,095,923 3,478,013
- Crude 0i 12,053,567 2,952,248 | 11,601,750 3,257,502
- Coke & Coal 6,062 954 16,251 2,760
- Others - 142,721 - 217,751
INDUSTRY SECTOR L,668,829 5,261,413

1JAgriculture based

Processed Products ' 301,319 228,700
- (Others) Oils & Fats 57,837 43,961 16,896 . 13,102
~ Textile Fibres 17,227 29,153 15,605 33,647
- Sugar ' 163,959 129,752 67,814 52,271
- Tallow - 17,527 12,477 19,884 13,589
- Soya Bean 011 101,592 66,684 134,856 77,431
- Others - 19,292 - 29,860
2}Petroleum Products 3,731,348 909,819 | 2,267,770 620,752
~ Fuel 0il 1,873,930 305,343 943,695 194,626
- Lubricants : 13,373 9,051 21,309 17,107
-~ Petroleum Gases 423,495 153,144 400,627 136,133
~ Others - Lh2,281 - 272,886
3) Industrial Products 3,457,691 b,h11,961
- Cement 310 439
- Chemicals 1,121,685 1,198,944
- Rubber and Plastics 181,387 239,758
~ Leather & Hides 342 639
-~ Forestry Products 2,677 2,294
- Textiles Industry 79,457 78,023
- Glass & Ceramics 34,815 39,836
- lron & Steel Industry Product 462,483 604,731
- Non-Ferrous Metals 87,124 140,939
~ Machinery Industry 842,397 1,222,757
- Metal Goods 22,768 22,802
- Electrical Appliances 270,445 336,092
- Motor Vehicles 222,438 355,902
= Others 129,363 168,505
IMPORTS WITH WAIVER 94,805 69,015
GRAND TOTAL 7,909,367 8,933,374

e,
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GEOGRAPHICAL DISTRIBUTION OF IMPORTS

The geographical distribution of Turkish Imports also showed a ma;
change mainly because of the relative change in the price of and ip
the outlay on o0il. Imports from the OECD area increased from 45.3
percent of total imports in 1980 to 47.9 in 1981, Import from bila-
teral Agreement countries decreased from 2.3 percent to 1.9 percent
and imports from free exchange agreement countries decreased from
47.2 percent to 46.8 percent.

GEOGRAPHICAL DISTRIBUTION OF IMPORTS

1980 o 1981

(000 §)  * (000_$) ;
OECD COUNTRIES 3,583,282 45,3 4,279,523 L7.9
a)EEC Countries 2,267,704 28.7 2,519,491 28.2
- West Germany 837,415  10.6 939,929 10.5
~ Belgium-Luxemburg _ 158,279 2.0 152,907 1.7
- France 376,617 4,8 400,039 4.5
- Holland 204,658 2.5 166,322 1.9
- Italy 299,688 3.8 372,045 4.2
- Denmark 8,286 0.1 29,154 0.3
- United Kingdom _ 316,811 h,0 433.655 4.9
~ lreland | 1,278 - 3,072 -
- Greece ‘ ' 64,672 0.8 22,368 0.3
OTHER OECD COUNTRIES 1,315,578  16.6 1,760,032 19.7
- U.S.A, 442,378 5.6 589.357 6.6
- Japan 112,948 1.4 205,811 2.3
- Switzerland 347,637 b 4 532,948 6.0
- Others 412,614 5.2 431,916 4,8
BILATERAL AGREEMENT COUNTRIES 185,457 2.3 169,271 1.9
-~ U.S5.S.R. 180,673 2.3 163,637 1.8
- Albania 4,784 - 5,634 0.1
FREE EXCHANGE AGREEMENT
COUNTRIES 3,730,181  47.2 4,182,061 46.8
- East European Countries 571,863 7.2 626,881 7.0
= RCD Countries 818,236 10.4 '~ 536,437 6.0
- Others 2,340,082  29.6 3,018,743 33.8
OTHER COUNTRIES 410,444 5.2 302,519 - 3.4
TOTAL 7,909,364 100.0 8,933,374 100.0
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5 TERMS OF TRADE

£ The terms of trade deteriorated in 1974 and again,and more

wriously)in 1975, They have never recovered since then. On the
contrary, after a slight improvement in 1976_and 1977, there was
4 .n even further deterioration during the period 1978-1981.

TERMS OF TRADE

(in $)
1973 = 100
Export Import Ferms of
Prices Prices Trade
1974 136.0 147.9 92.0
1975 128.3 165.1 77.7
1976 133:3 167.0 79.8
1977 146.2 184 .1 79.4
1978 154.9 209.8 73.8
1979 182.4 247.5 73.7
1980 215.8 369.0 58.5
81 1.qua. 211.1 433.9 L8.7
. 2.qua. 197.7 2964 66.7
3.qua. 188.9 372.6 50.7 -
TERMS -OF TRADE
(in TL.)
1973 = 100
Export Import Terms of
Prices - Prices Trade
1974 137.6 145.2 94.3
1975 135.4 168.0 80.0
1976 153.0 188.9 81.0
1977 i91.5 233.1 82.2
1978 2741 361.0 75.9
1979 437.5 605.3 72.3
1980 1,193.6 1,989.2 60.0
1981 1.quarter 1,437.6 2,874.8 50.0
2.quarter 1,473.9 2,146 68.8
3.quarter 1,640.7 3,107.6 52.8

The deterioration was a consequence of export prices increasing
less rapidly than import prices. In fact, on a dollar basis, prices
of Turkish exports increased by only 115.8 percent between 1973 and
1980 whilst prices of Turkish imports increased by 269 percent. That

that of export prices.

As a result the terms of trade deteriorated seriously in 1975,
f Imbroved slightly in 1976 and 1977 and further deteriorated during
-§w78-1980. The deterioration continued in the first quarter of 1981.
:“me terms of trade improved in the second but deteriorated again in
A 1€ third quarter.

':?m increases in prices were still more accentuated. Export prices
Icreased by 1160 percent between 1973 and 1980 whilst import prices

4 1977 and another decrease during 1978-1980

Is to say that the rate of increase in import prices was almost twice

The same trend was registered in terms of Turkish Lira values, although

Creased by 1742 percent during the same period. The big drop in the
™ms of trade came in 1975, followed by a slight improvement in 1976




On the other hand, the terms of trade were relatively
favourable to Turkey in the period 1968-1973 as may be seen from
the table below:

TERMS OF TRADE

1968 = 100
( in $)
Export Import Terms of
Prices Prices Trade
1969 100.5 101.4 99.1
1970 99.2 102.5 96.8
1971 106.6 109.2 97.6
1972 116.8 112.5 103.8
1973 145.3 136.6 106.4
(in TL.)
Export Import Terms of
Prices Prices Trade
1969 100.5 101.4 99.1
1970 118.2 122.8 96.2
1971 155.2 182.2 85.1
1972 171.8 177.2 97.0
1973 219.2 214.8 102.0

EXPORT IMPORT PERFORMANCE

(Mi11ion $)
. Exports of
Year I;D;?ls ETo;ils Manufactured
P xp Goods
1960 468 321 34
1961 507 346 46
1962 619 181 61
1963 687 368 65
1964 537 b 76
1965 572 helh 83
1966 718 490 - 79
1967 685 522 77
1968 763 496 68
E 1969 ‘ 801 537 103
4 1970 948 588 108
b, 1971 1,171 677 150
. 1972 1,562 885 246
- 1973 2,086 1,317 N3
1974 3,777 . 1,532 601
1975 4,738 1,401 502
1976 5,128 1,960 595
1977 5,796 1,753 £85
1978 k,599 2,288 . 621
1979 5,069 2,261 - 785
1980 7,909 2,910 1,047
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6.BALANCE OF PAYMENTS

Turkey was slightly hit in 1981 by the increasing international
price of its imports. The import bill went up by 2.8 percent to
$ 8,933.4 million despite a fall in the actual volume of foreign
goods entering the country. In contrast, exports totalled
$ 4,702.9 mn, decreasing the trade deficit to § 4,230.4 mn, This
deficit was partly covered by the surplus on the capital account
and the surplus in invisibles. ' '

The performance of the balance of rayments may be described as
-satisfactory, fair or promising, depending upon the point of views.
Yet any simple evaluation without due regard to the underlying
factors is apt to be misleading. ' '

Last year, the trade balance was deficitiary by $ 4,230.4 mn, a
decrease of 15.4 percent compared with the $ 4,998 mn deficit in
registered in 1980. In this respect,the performance of the balance
of payments is satisfactory. Exports, which totalled $ 4,704 mn
exceeded both the original and the revised target levels.

The balance on the "invisibles" account was a positive one,
thanks to workers' remittances, which climbed to $ 2,489 mn compared
with the 1980 total of $ 2,071 mn. The surplus on the invisibles ‘
increased to $ 2,178 mn but was not of course sufficient to cover
the trading deficit. So, the current account yielded a deficit of
$ 2,052 mn, less than that of 1980. In this respect, too, the pay-
ments performance was incouraging.

In sharp contrast to recent past performance, the capital account
last year yielded a modest surplus. Thanks to programme credits of
$ 840 mn and project credits of $ 642 mn. the capital account showed
a surplus of $§ 878 mn despite the $ 551 mn foreign debt repayments.Th
all balance was thus a deficit of $ 1,174 mn, compared to a sShort
fall of $§ 1,379 mn in 1980. In this respect, the payments performancs
was satisfactory except of course. for the fact that total foreign
~ debts increased by the amount of the foreign credits utilised.
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BALANCE OF PAYMENTS

7 _ (Million $§)
1980 1981
CURRENT ACOUNTS
a) Foreign Trade
1)Exports 2,910.1 4,702.9
2) Imports -7,909.3 -8,933.3
Balance of Trade -4,999.2 -h,230.4
b) Invisibles
- 1)interest Payments .- 688.0 -1,193.3
2)Tourism & Foreign Trade 211.9 . 277.0
3)Workers' Remittances 2,070.0 2,489.5
L)Profit Transfers -  50.9 - 55.8
5)Project & Service Payments (..) _ (..)
6)0ther Invisibles 2453 660.8 .
Balance of Invisibles 1,808.3 2,178.2
c) Infrastructure & 0ffshore (..) _ (..)
Current Accounts Balance -3,191.0 -2,052.3
CAPITAL MOVEMENTS
1)Debt Repayment - 576.0 - 551.0 .
2)Private Foreign Investment 53.2 60.0
3)Project Credlts 546.9 641.6
4) Imports with Waiver 94.8 69.0
5)Programme Credits 1,810.0 840.0
6)0ther Capital Movements - 117.6 - 181.4
Balance of Capital Movements 1,812.3 B78.2
Overall Balance 1,378.7 -1,174.1
RESERVE MOVEMENTS - 333.4 - 57.9
I MF | 461.0 335.5
SHORT-TERM & MEDYUM—TERM
CAPITAL MOVEMENTS - 155.4 - 250.6
ERRORS & OMISSIONS _ 1,046.5 1,147 .1
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Obviously there is 1little which Turkey can do in the face of
this situation, except continue with the implementation of its
economic stabilization programme, do everything possible to inc-
rease exports and other currency earnings and step up its efforts
to increase the domestlc output of crunde oil.

While soaring import prices were disappointing, the performance
of Turkish exports was satisfactory. Because of the generous "drawt
regular adjustments in foreign exchange rates and other facilities
encouragements, competitive power in foreign markets improved; expc
totalled $ 4,703 mn in 1981, a rise of 62 percent over the $ 2,910
achieved in 1980. :

This increase in foreign exchange earnings is satisfactory
because it reflects a genuine export expansion rather than the
increase in international market prices of the commodities exporte
This is indicated by the figures in the table of export volumes of
selected commodities, .

It will be observed that there was an increased fall in the vol
of exports of some traditional commodities; compared with 1980, wh
exports, for instance, shrank from 338,049 tonnes to 315,525 tonne:
shipments of dried figs increasgd from 32,580 tonnes to 35,948 tomn
nuts increased from 100,937 to 105,201 tonnes and vegetables soare
from 88,078 to 213,949 tonnes. One further observes the same
satisfactory development in textiles; exports of cotton yarn increa
from 58,466 tonnes to 21,940 tonnes. )

Exports of most of the remaining commodities in the table showe
increases. '

The performance of exports is not only satisfactory in relation
to the incentives granted to the exports expansion drive and to th
newly emerging consciousness in trade and industry of the vital
impartance of boosting export earnings. Something deeper is involw
The commodities listed in the table are those in the production of
which Turkey is reckoned to have a comparative advantage vis-a-vis
its trading competitors. These are commodities in which Turkey is
advised by international organizations such as the World Bank, the
IMF and the EEC to specialise.

EXPORT VOLUME OF SELECTED COMMODITIES
(January-December)

(Tonnes)

1979 1930 1981
Wheat 686,028 338,049 315,537
Tobacco 69,553 83,727 130,969
Raw cotton 150,618 181,296 205,993
Linters 23,896 22,666 n.a.
Dried Figs 34,872 32,580 35,948
Hazelnuts 134,343 100,937 105,261
Pistachios 825 . 923 2,347
Tangerines&0ranges 46,079 h6,092 113,104
Vegetables | 133,850 88,078 213,949

Cotton Yarn 82,824 58,466 91,940
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IMPORT & EXPORT
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GOLD & FOREIGN EXCHANGE RESERVES

Turkey managed to preserve, even increase, its foreign exchange
reserves last year as compared with 1980. Indeed, throughout the
first half of the.year, Turkey maintained a reasonable average lew
of gold and foreign currency reserves of around $ 1.2 bn. In the
second half of the year, however, reserves went up above the $ 1.5

It is only because of this development that Turkey was able to
spend more on imports. -

GOLD & FOREIGN EXCHANGE RESERVES

1978 1979 1980 1981
January 626.9 641.2 685.2 1,362.0
February 660.7 652, 1 884.4 1,159.4
March 701.5 672.7 927.3 1,224.1
April 846.6 661.0 954.6 1,151,2
May 783.4 1,051.6 ~871.2 1,070.8
“June - #43.9 1,049.3 788.8 1,021.7
July 813.5 1,777.7 1,036.1 1,255.9
August 923.1 1,138.9 1,209.3 1,700.1
September 1,086.3 1,020.0 2,266.2 1,845.9
October 1,030.5 920.8 1,308.6 1,703.0
November 972.9 853.0 1,191.7 1,470.3
December 736.1 705.8 1,208.7 1,657.1

EXCHANGE RATE POLICY

It is generally accepted by economists and businessmen that
certain measures are necessary to redress. the economy without
provoking vet another inflationary medium.

There is a general concensus on the need to maintain the preseni
daily exchange rate adjustments until the day when Turkey felt itse
strong and capable enough to declare the lira a econvertible current
Certain conditions must be fulfilled before the Turkish Turkish Lii

hecomes convertible
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aAll prohibitions and restrictions on imports should be reduced
tOinternational standarts or-even should be lifted completely in
i one articles. Described in the framework of 1983-1985 the annual
o jmport volume should be above 15 billion dollars while exports
}gmuld not be below 10 bn dollars,

. Foreign exchange reserves should be around 20 percent of total
| nports in other terms not less than 3 billion dollars. The annual
nflation rate in Turkey should not exceed 150 percent of the inf-
jation in the Western World. In other terms rate of inflation in

| rurkey should not be above 15 percent when the rate of inflation

" in OECD countries is 10 percent. The money and capital markets in
qurkey should reach a stage of development which will enable them
to integrate easily with World financial markets.

. Last but not least the Turkish Lira should not be allowed to

pecome over valued with respect to foreign currencies, The transition

- to convertibility will become more difficult it the Turkish Lira is

. overvalued. Morover there is the danger that selling to the domestic
B arket may again become attractive to Turkey' manufacturers .as

| soon as they sense that recession in most sectors is over.

7. WORKERS REMITTANCES

Workers'! remittances continue to make an important contribution
L to the Turkish balance of payments. A realistic and coordinated
' policy is necessary for the efficient channelling of savings to
b this country. Until recently, various organisations took ap the
- matter from differing view points as no general policy had been
. laid down.

: Before formulating such a firms policy, it is essential that

i careful consideration be given to the recent developments and trends
- in Turkish migrant workers' saving habits and their tendency to

. return home. A policy which does not take due regard of these changes
' will have very little chance of Success.

f As increasing number of migrants decide not to return home, re-
- mittances to Turkey will begin to dwindle. Whether other sources
;wﬂl make up for this loss,is, at the moment, uncertain, and depends
. in part on the soundness of the policies adopted. Remittances

. decreased after 1974 but even though the resplts of the May 1979

' Special conversion rate policy fell short of expectations, there

. %as a sharp improvement in 1979, which continued at a lower level

- in 1980 and 1981.

It is estimated that an amount of more than $ 6 bn today lies
,deDOSited in European banks by Turkish workers. The various measures
;taken in 1978-81 have done little in the way of channelling thesefunds
Omeward. )

One factor which prevented a drastic fall in remittances after
1974 is that many workers' savings abroad have reached the targets
%Set by the individuals concerned. For most workers the target is
_ he_amount, they will need to make a long-planned investment on.

‘heir return to Turkey. This tendency is supported by confidence
i 1n the German Mark and expectations of further devaluations in

A

‘;T“rkey. Others who have not determined where or how to invest their
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7

4 gavings keep them abroad until they decide on an investment propo-

-8 gition; in the meantime, they remit the minimum amounts that they
4 feel obliged to send home. The still recent galloping inflatiocn

and frequent devaluations have shown them to be justified in their

une additional obstacle to transfers is the difference in profi-
tability between investments abroad and those in Turkey. Many
workers have found greater benefits in establishing businesses

or acquiring property in the host countries.

During the 18 year period between 1961-1979, ah additional
purchasing power corresponding to $ 10.6 bn was injected into

the Turkish economy in the form of migrant workers' remittances.

This increase in purchasing power on the part of workers' families

and relatives was mostly directed into consumer goods. The general
result was to boost aggregate demand and some luxury consumption, hence
prices roses Even those remittances intended for investment were
partly lost in consumer expenditure ‘for lack of suitable investment
opportunities. _ ' ' _

© Another major portion of the remittances was utilised in areas
of short term profit with only minor contributions to the economy
(housing, small shops and agricultural land, etc.). This was a
major factor causing abnormal increases in property. values, es-
pecially in the larger towns. :

WORKERS' REMITTANCES

. -'(Milifon-dollars)
75739 . 1980 : rasl

Monthly Cumul. Monthly Cumul. Monthly . . Cumul.
January 83.1 _ 83.3 134.8  134.8
February ~ 75.4 . 158.5 173.3 = 256.6 143.5 278.3
March _ 55.7 214.2 1M11.7 368.6 139.7 - 8.0
April 128.6 - 342.8 114.8 483,1 159.1 577.1
May 639.3 982.1 103.2 586.3 162.1 739.2
June 106.2 1,088.3 155.0 741.3 212.4 951.7
July "100.9 1,189.2 279.4 1,020.7 313.2 1,264.9
August 111.4 ~ 1,300.6 279.5 1,300.3 377.7 1,643.0
September 110.7 t,411.3 - 207.3 1,507.6 266 .k 1,909.0
October 90.4 1,501.7 205.1 1,712.7 211.8 2,120.8
November 99.5 1,601,2 172.5 1,885.2 - 183.2 2,304.0
December 93.1 1,694.4 185.9 2,071.1 185.7 2,489.7

e

TOURISM RECEIPTS AND EXPENDITURES

In 1981, net revenue from tourism increased by 31.1% raising
the total from $ 211.9 mn in 1980 to $ 277.7 mn. As may be seen
Irom the balance of payments table, thanks to tourism and workers'
femittances the favourable balance on the invisibles account

increased from $ 1.8 bn in 1980 to $ 2.2 bn in 1981, i.e. net
Icrease of $ 369 mn.
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NET TOURISM REVENUES

{mn g)

1979 1980 % 1981 %
January 5.5 3.9 -29.1 13.3 241.0
February 3.1 14.6 356.3 12,2 -16.4
March 4 12.6 217.5 13.0 0.3
April 11 7.2 -12.7 17.7 145.8
May 64,5 6.6 -83.8 -15.1 128.8
June 15.5 12,2 -21.3 32.1 x63.1
July . 22.8 36.3 59,7 39.0 7.4
August 18.2 44,2 142.9 34.7 -21.5
September 15.2 21.9 44.1 28.7 31.1
October 6.9 15.8 146.4 28,2 78.5
November 12,9 17.9 -~ 38.8 25,0 39.7
December 6.0 18.5 210,0 18.7 1.1
Yearly 185.7  211.9 14,0 277.7 31.1
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EXPANSION of ACCOMODATION
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One of the major elements of the 1980 stabilization programme was
the introduction of. new incentives aimed at augmenting foreign invest-
ments in support of Turkey's then seriously ailing economy. The Law
For The Encouragement of Foreign Capitalllnvestment Law No. 6224,
was passed in 1954, and its provisions were retrospective to 1952;
by the end of 1979 the net Law No.6224 foreign capital "stock' was
of only 230 mn dollars and this was spread over different joint :
ventures. Although, compared with similar legislation elsewhere,’ I

the Law is generous , its application had left much to be desired; k
procrastinatien on the part of the officials concerned and a dlstlnct ﬂ
lack of encouragement at the practical level had dissuaded many would-
be investors over the years. Under the stabilization programme, however, \
formalities have been streamlined, sectors in which investment will be ‘
welcomed. have been defined and an altogether different, genuinely
encouraging attitude has been adopted by all the authorities concerned.
In 1980 104 projects involving a total of 26.9 bn TL were approved
under Law No. 6224, In 1981 111 projects with an authorized foreign
capital of 336.2 mn dollars were approved. The vast majority of these
1980-1981 projects have already been or are currently in the nrocess
of being implemented.

8. FOREIGN INVESTMENTS .

The manufacturing sector, in which 90 of the 111 joint ventures |
approved in 1981 will operate, .proved to be the most attractive '
field for foreign investors. This was followed by tourism, banking,
consultaney, agriculture and mining.

Sixteen firms are or will be engagaed in the manufacture of a
variety of chemicals, and eight firms in the manufacture of elec- i
trical appliances. Joint ventures manufacturing various types of i
food-stuffs textiles, iron and steel follow these two groups and
next come the motor vehicle manufacturers,

The Swiss were the front-runners in investing in Turkey last
year. Of the 111 joint ventures to be approved 35 have been or -
will be set up with the capital participation of Swiss companies.
Next in the line are the West German investors (28 in all) and
US investors follow them with 17 investors.

Of the total authorised foreign capital of 336.20 million $, Il
245.04 million $ is contributed by the 90 companies  operating in i
the manufacturing sector. This sector is followed by the Services !
sector .where 19 firms operate with an suthorised foreign capital W
of 85,88 million $. The highest net capital entries of last year i
were in the banking sector with an aggregate capital of 33.9 bn W
dollars of which 15.6 million dollars were net investments. 3

One joint venture in the agricultural sector invested 5 million i T
dollar in  completely¥new projects. b

In the services sector, investments in new projects amounted
67.98 million $.

For the extension and modernisation of existing projects the iy
investment of 51.42 million % was authorised., Capital increases I
in existing ventures amounted to 55.30 million $, whereas nortfolla
investments reached the value of 105.49 million $.

There 1s a strong belief in government circles that foreign
capital investments are the principal means by which Turkey can
make a rapid economic recovery. In the past two years, most of
the external aid has been furnished by international organlsatlons
and governments, which have rushed to Turkey's aid for political
and strateglc reasons, Since such aid cannot continue 1ndef1n1tely,
Turkey will indeed have to devise a formula under which it can ‘
attract a regular flow of new private foreign investment. |
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SECTORAL BREAKDOWN OF FOREIGN CAPITAL INVESTMENTS
AUTHORISED UNDER LAW 6224 IN 1981

Authorised foreign cap. Breakdown of for.inv,according to purposels miT
Amount ) T

* Financed Complete Extension, Capiltal

from NGTA new Modernisation- tncrease
No.of Total Scheme  investment of existing in existing Portf
Firms ($ m.) {($ m.) project projects ventures Inve:

MANUFACTURING IND. ‘ '

Food-Liquor-tobaceo 10 36.73 36.26 6.92 .78 10,13 1.
Textile-Readywear 6 34.35 33.88 2.73 2B.40 - .
Forestry Products 4 7.67 7.67 1.26 3.33 - 3.4
Paper Industry 5 14.50 14,50 10.91 1.12 - 2,1
Rubber Industry 1 2.1 2.1 - 2,11 - =
Plastic Industry 2 3.h6 3. 46 - - - o3
Chemicals Industry 16 23.36 20.87 1.78 5.39 . 10.36 A '
Fertitiser tndustry - - - - - - -
Cement Industry 2 26.80 26.80 - - 0.30 "26.¢
Baked clay & Cement ' o

made Articles 6 6.19 4,55 5.72 0.08 : - 0.:
Glass Industry - - - - . - - -
iran & Steel Ind. 6 23.91 23.09 9.70 0.73 - 13,1
Non-Ferrous Metals 1 2.40 - 2.40 - - -
Metal Goods 3 2.67 2.52 1.38 - - 1.1
Machinery mfg. 3 5.95 5.95 - - - 5.¢
Electrik Machines & i

Electronics Ind. 8 27.83 23.97 8.01 - 2.50 2.86 14§
Motor Vehicles

Ailled Industry 5 6.38 6.38 1.98 : 2.00 2.40 -
Motor Vehicles mfg. ' N _

Industry 6 13.38 10.87 0.02 - 6.15 ¥
Others b 9.35: 9.02 3.90 - - 5.4
MANUFACTURING IND. .

TOTAL 30 245 04 231.90 56.71 50.44 32.40 105.14
AGRICULTURE 1 5.00 - 5.00 - - - -
MINING 1 0.98 - - 0.98 - -
SERVICES
Tourism 7 40.47 40.47 ho.47 - - -
Banking 5 33.90 18.24 11.00 - 22.90 -
Communications 3 6.84 - 6.84 . - - -
Others b 4.67 2.79 4.67 - - -
SERVICES TOTAL 19 85.88 61,50 67.98 - 22.90 -
GRAND TOTAL 1M 336.90 293.40 ) 124,69 51.42 §5.30 105.4
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7

It is reasonable to hope that new and additional foreign capi«
tal investment will continue to increase as the effects of the
gtabilization programme become more pronounced.

Turkey's geographical location, its manpower and natural resources
gnd its regional marketing advantages should make it a potentially very
sttractive prospect for foreign investors, especially in the
fields of agri-industry, petroleum, mining and tourism.

Turkey is,located near the petro-dollar region and is one
of the most stable countries in the area. Saudi Arabia, Kuwait,
the United Arab Emirates and Libya, for example, all need imports
find have money to pay for them. Alliances between petro-dollars
festern technology and Turkish resources could prove very beneficial
to investors all over the world. ‘

Further new measures are considered necessary, however, for example:

- The Capital Market Law: activation of the share and bond
mrkets. '

- Free zones: The gegpgraphical location of Turkey, constituting
a bridge hetween industrialised countries and the Middle East makes
it ideal for the establishment of free zones for banking, insurance,
varehousing, trading and manufacturing enterprises. .

Lastly, and this is repeated time and again, Turkey will have
to learn to take into consideration its present economic situation
and the targets of its long range development plans when screening
ipplications for new foreign capital projects and expansion schemes.
Every country expects the maximum profit for its own-economy from '
the injection of foreign capital. It is reasonable for Turkey to
expect, the following contributions:

- In existing and new investment projects, reduction of depen-
dence on external resources; insofar as is possible, implementation
of a programme of progressive increase in local content and the
st rapid possible passage from the assembly to the manufacturing
Stages; integrated schemes whenever possible.

- In basically export-oriented projects, which will help to increase
Nurkey's foreign currency earnings.

- Every effort on the part of investors to realise their invest-
Ments on time, in conformity with the provisions of the formal
futhorisations they receive; no procrastination on the grounds
of the necessity for changes in their investment terms should be
§ Cunteranced
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Authorised foreign cap. Breakdown of for.inv.according to purposelS milliony
Amount S
Financed Complete Extension, Capital
from NGTA new . Modernisation increase
No.of  Total Scheme* investment of existing in existing Portfolio
Firms  (§ m) ($ m) _project projects ventures Invest.
U.S5.A. 17 66.74 62.72 21.65 - 23.99 21,10
Austria 1 0.85 - .85 - - -
Bahrain 1 3.33 - 3.33 - - -
West Germany 28 36.44 26.76 11.40 8§.76 14,16 2.12
Denmark 1 5.29 5.29 - - 5.29 -
Finland 1 0.47 0.47 0.47 - - -
France 2 2.00 ©2.00 1.98 - 0.02 -
Nethertands 2 6.66 4.78 1.88 4.78 - -
United Kingdom 1 3.69 2.65 1.55 1.10 1.04 -
Iran 2 11.11 - 11.171 - - -
Libya 1 5.00 - 5.00 - - -
Swi tzerland 5 172.6%9 172.69 60.03 33.16 LT 75.04
ltaly 3 5.85 5.19 - - 5.85 -
Spain 1 0.15 - .15 - - -
Turkish Federated
State of Cyprus | 1.00 - 1.00 - -
Lebanon 1 4.9 4.9 - - b9
Luxembourg 1 2.33 2.33 - - 2.33
Yugoslavia 1 2.50 2.50 - 2.50 . - -
Mixed 2 1.61 1.12 - 1.12 0.49 -
International '
organisations 6 4,29 - h.29 - - -
TOTAL H1 336.90 293.40 124.59 51.42 - 55.30 105.48

*Unguaranteed trade areas.




SECTION [II

THE STATE OF THE TURKISH ECONOMY AT 1982

THE FIRST QUARTER

I







» CHAPTER IV

INVESTMENTS, PusLic FINANCE.,

PRoDUCTION, EMPLOYMENT

1. INVESTMENTS

During the first four months of 1982,637 investment incentive
certificates were issued in respect of 1nvestments totalling 195
bn TL. The foreign exchange component of these investments - was
554 mn dollars as against undertaking for 2 bn dollars of exports
over a five year period, or 400 mn dollars per year.

This represents a decrease of 50 percent in export commitments
as compared-with the same period of 1981. '

Investments in agriculture have dropped and energy and mining
investments do not show any appreciable rise. The bulk of invest-
ment is distributed between the manufacturing and services sectors.
Investments in manufacturing are concentrated in the automotive
industry (30.9 bn TL), in textile (26.6 bn TL) and in food and
beverages (9 bn TL). Investments in services are mainly in trans-
portation (78.7 bn TL) with only limited investments in other
Sectors.

A total of 25,500 additional jobs are expected to emanate from
these investments, one for every 7 mn TL invested.
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CONSTRUCTION ACTIVITIES

The recession in the constructlon sector is far from being over.
puring the first quarter of 1982, the number of applications for
puilding permits decreased: by 20 5 percent and the construction
grea represented by these applications decreased by 9.1 percent
whilst the total estimated costs increased by 13.5 percent.

. The rates of change for 1982 are based on data for the first

§ three months 1981, which was already down in 1980. However the

rate of decrease in the floor area for the first quarter of 1982
(9.1 percent) is much lower than the correspondlng rate of decrease
for 1981 (39.7 percent)

The number of occuPancy permits, on the other hand; decreased
by 27.5 percent, a much hlgher rate than in the corresponding one
for 1981 (2.8 percent). The floor area decreased by 18.2 percent
in 1982 as compared to a decrease of only 2.3 percent in the first
quarter of 1981.

Unit costs continued their upward trend. The average constructlon
cost per square meter increased by 24.9 percent as the basis of the
first quarter's building permits and by a staggering 81.7 percent
wvhen calculated on the data given in occupancy permit,

By March 1982, the aVerige_dost of one square meter of construction

{ floor area had reached 13 thousand liras,

Wholesale prices of construction materials increased by 37 per-

_'cent between May 1981 and May 1982, slightly above the rate of inec-
§ rease in the overall Wholesale Prices Index

This indicates that depressed demand 1n the construction sector

i has not been effective in slowing down to any appreciable extent
§ the rate of increase in prices of construction materials.

BUILDING PERMITS |ISSUED
(January - March)

% Change

- 1980 1983 1982 g4/80 82/81
Number of applications 13,709 11,111 8,628 ~19.0 -20.5
Floor Area(000 m?*) 6,619 3,994 3,630 ©  -39.7 = 9,1
[Cost{Million TL.) 50,639 41,277 46,849 -18.5 +13.5
Unit Cost (TL/M?) 7,651 10,335 12,906  +35.1 +24.9
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OCCUPANCY PERMITS ISSUED
(January - March)

o - . % Change %

1980 1981 1982 gy/p0  By/8y

Number of Applications 15,109 14,687 10,643 = - 2.8  -27.5
Floor Area (000 m?) 4,249 h,151 3,396 . - 2.3 -18.2

Cost (Million TL) 23,071 27,705 41,181 ~  +20.1 +48.6

Unit Cost (TL/m?) 5,430 - 6,674 12,127 +22.9 . +81.7

2. PUBLIC FINANCE

The fiscal year 1982, which began on March 1982, will run for
only 10 months, to allow for thé synchronisation of fiscal. and
calendar years as from 1983.

The ten months' Budget for 1982 was prepared after taking into
full account Turkey's economic and social problems and it contains
various fiscal measures which are intended to solve the problems.
1t also aims at achieving a 4.4 percent GNP growth rate at reducing
the inflation rate, at activating all available domestic resources
and at improving the financial situation of civil cervants. Total
appropriations of the 1982 Budget amount to 1,804 bn TL but since
this year's Budget is for only a ten months' period, a direct com-
parison can not be made with that for 1981. :

However, if the 1982 Budget were for 12 months, total revenue
and expenditure would be 2,165.6 TL.

CONSOL FDATED BUDGET REVENUE
| AND EXPEND I TURE
(1981 - 1982)

(in" billion TL.)

1981 1982 Budget
(12 months) (10 months) 12 months*
Expendi ture 1,538.4 1,804.7 . 2,165.6
Current Expenditure 617.7 . 798.9 ] 958.7
Investment Expenditure 329.4 h11.2 493.4
Transfers Expenditure 591.3 594 .6 713.5
Revenues . 1,505.0 1,804.7 2,165.6
General Budget Revenue 1,480.3 - 1,715.6 2,058.7
Tax Revenues 1,189.0 - 1,449.1 1,738.9
Non-Tax Normal Revenues 136.0 146.5 175.8
Special Revenues&Funds 155.3 120.0 : 144.0
Annexed Budget Revenues 24,7 24,1 . 28.9
Budget Deficit 33.4 - -
Domestic Borrowing - 65.0 78.0

%Calculated on basis of 10 months data by TUSTAD
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Taxes will be the main source of Budget revenue in. 1982 and it
is expected that 84.5 percent of General Budget revenues will come
from this source. Non-~tax normal revenues and special revenues and
funds will provide the remainder of the General Budget revenues.
The 411.2 bn TL appropriasted for investment in 1982 will be allocated
according to specific criteria; top priority is given to the energy
sector, followed by the projects already initiated but .unfinished
and projects with export potential. Whilst transfer expenditure
will take up 32.9 percent of the total expenditure or 594.6 bn TL,
current expenditure amounting to 798.9 until the largest item on
the expenditure side. Deficit of 65 bn TL for the fiscal year
1982 will be met by domestic borrowing which corresponds to
0.8 percent of the expected Gross National Product.

-

DEFICIT ON THE CONSOLIDATED BUDGET
AS OF GNP,EXPENDITURE & REVENUE

(Billion TL.)

Expendt ture Revenue Deficit G.N.P. Percentage
(1) (2) (3) (4) 3/1  3/2  3/4
1978 ,346.0 325.6 -20.4 1,290.7 5.9 6.3 1.6
1979 608.2 556, 1 -52.1 2,199.5 8.6 9.4 2.4
1980 1,078.9 957.2 -121.7 4,435,1 11.3 12,7 2.7
1981 1,538.4 1,505.0 -33.4 6,564.3 2.0 2.1 0.5
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FY 1982 EXPENDITURE BUDGET

Ministry of Finance

Ministry of National Education

Ministry of Public Works

Ministry of Commerce

Ministry of Health

Ministry of Customs and Monopolies
Ministry of Forestry and Agriculture
State Meteorology General Directorate

- Ministry of Communications and Transport
Ministry of Labour

Ministry of Industry and Technology
Ministry of Culture and Tourism
"Ministry of Housing

Ministry of Rual Affairs

Land and Resettlement General Directorate
Ministry of Youth and Sport

Ministry of Energy and Natural Resources
Ministry of Social Security

TOTAL

APPROPRIATIONS
(000 TL.)
General Budget Administrations
National Security Council 1,312,956
Consultative Assembly 401,799
Office of the Head of the State 281,421
Comptroller's Office 858,078
Constitutienal Court 85,418
Prime Minister's Office 9,324,005
State Planning Organization l 675 281
Council of State 381 1312
Supreme Court of Appeal 347,032
State Institute of Statistics 871,734
Department of Religious Affairs 12,233,855
‘Pitle Deeds and Cadastre Department 4 935,110
Ministry of Justice 28,057,514
Ministry of National Defence 313,700 1000
Ministry of the Interior 6 682,247
General Directorate of Security 57,952,605
General Command of Gendarmerie 35,679 514
Ministry of Foreign Affairs 12,867,155

835,065,490
187,657,832
38,069,948
1,274,540
50,098,445
3,035,062
31,884,570
1,845,550
12,296,675
2,197,254
15,691,304
15,920,560
12,985,076
67,097,555
4,002,455
'902,162
8,802,349
126,193
1,780,640,059

mrw—

i
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In the.first two months of the fiscal year 1982, General Budget
{ revenues increased by 34.8 percent in comparison with the same period
§ of the 1981, . : ' o _

: Whilst tax revenues showed an increase of 29.6 percent, non-tax

4 normal revenues increased by 123 percent. The highest rate of inc-

# rease was realized in special revenues and funds, no less than 160.0

¥ percent. Therefore, total Consolidated Budget revenues increased by
38.7 percent. '

: According to the latest data (May 20, 1982) General Budget revenues
§ increased to 339.8 bn TL and Annexed Budget revenues rose to 64.1

4 of fiscal year, increased to 348.1 bn TL or by 22.6 percent compared
§ with the same months of last year. On the other hand, Consolidated
Budget expenditure increased to 318.8 bn TL. Therefore, the three
1 months' Budget deficit amounted to.some 30 bn TL.

CONSOL IDATED BUDGET. REVENUES
(March-April)

' 3
1981 1382 Increase

Consolidated Budget Revenues 193,219 268,100 38.7
A. General Budget Revenues 190,134 256,310 34.8
t)Tax Revenues 179,662 232,945 29.6
a)Taxes on Income 123,866 152,068 22.8
b)Taxes on Capital L, 084 4,247 4,0
c)Taxes on Commodities 11,870 25,187 112.2
d)Taxes on Services 22,934 29,476 28.5
e)Taxes on Foreign. Trade 16,908 21,967 29.9
I1)Non-tax Normal Revenues 10,426 23,254 123.0
I11)Special Revenues&Funds 4o 117 160.0
B. Domestic Borrowing - 5,525 .-
C. Annexed Budget Revenues . 3,085 6,259 - 102.9

STATE ECONOMIC ENTERPRISES

The financing requirements of the operational State Economic En-
terprises is expected to increase from 421.0 bn TL in 1981 to 436

bn TL in 1982,

In 1982, as in previous years, the main source of financing will
be Budgetary transfers, although these are expected to decrease by

4 pn TL. Meanwhile, Consolidated Budget revenues, in first three months
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about 12.0 percent in total volume. On the other hand, transfers
from State Investment Bank are planned to rise by 42.2 percent and
funds provided by the Support and Price Stabilization Fund will
increase to 60 bn TL,

FINANCING REQUIREMENTS OF THE STATE ECONOMIC
ENTERPRISES

{(Billion TL)

7901 1942
Surplus/Deficit C-22.5 36.0
Investments ' 398.5 472.0
Financing Required 421.0 436.0
Sources of Financing;
Budget = 299.6 201.8
State Investment Bank 51.9 73.8
Foreign Project Credits 65.7 100. 4
Support and Price 73.8 60.0
Stabilization Fund

3. PRODUCTION

Tihie production statistics so far available cover for most items
the first quarter of 1982 and indicate that industry as a whole is
picking up even though output of some items has fallen sharply in
both the public and the private sector.

Production statistics for the public sector show decreases in
most of the monopoly items, such as alcoholic beverages, alcohol
and cigarettes and also in the production of sulphuric acid, dodecyl
benzene and chrome ore. In fact chrome ore production decreased in.
the private sector too by 22.2 percent.

Otherwise, production in the private sector showed decreases in
steel mill products, rolling mill products, brass products and auto
tyres. :

There were also decreasés in private and public sector output of
ammonium phosphate, petrol and LPG.

The most important increases took place in the production of
copper (blister), which increased by 930 percent from 453 tonnes
in the first two months of 1981 to 4,666 tonnes in the corresponding
period of 1982 and in sugar, which increased by 342 percent to
367.7 thousand tonnes in the first quarter of 1982. Production
of sheet aluminum increased by 205 percent and of steel alloy conduct
wire by 552 percent.

Cement production increased by 59 percent during the first quartel
of 1982, raising quarterly production from 2,165 thousand tgnnes
in 1981 to 3,343 thousand tonnes in the first quarter of this year.

Other items which showed double digit rates of increase were.
paper (20%) polyethylene (25%), caprolactam (36%), semi finished
_ rolled products (15%), Kerosene (26%), fuel oil (12.5%), electrolytic
copper (40%), aluminium conductor wire (37%) and bottles and glass-
ware (34%). '

Production of electrical energy, on the other hand, ingreased
by 7.2 percent in the first quarter of 1982, with hydraulic energy
growing faster, at 11.3 percéent and thermic by only 3 percent,
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OUTPUT OF SOME INDUSTRIAL

PRODUCTS

I

January - March Cumulative
Change (%)
1981 1982 1981/80 1982/81
JPublic Sector (Tonnes) A
Paper 51,421 (%) 61:706(F) +32.4 +206.0
Cotton yarn 7,246 (F) 7,877(F) +12.3 +8.7
Wodllen 649 (F) 699 (F) +36.9 +7.7
Cotton fabrics
(000 meters) 34,603 (F) 35, 640 (F) +50.9 +3.0
Woollen fabrics :
(000 meters) 976 (F) 1,010 (F) +36.5 +3.5
Caustic-soda(l) 7,489 (F) 7,923(F) 430.0 +5.8
PVC (1) 9,777 10,194 +35,3 14.3
Polyethylene (1) 5,048 6,308 +10.8 *25.0
Dodecyl benzene (1) . 3,617 3,503 +31.4 ~ 3.2
Carbon black (1) 4,636 4,939 +28.9 +6.5
Caprolactam (1) 3,381 4,606 ~2g,7 136.2
Alcoholic beverages(*)
(000 litres). 14,473 (F) 13,209(FP) +46.0 -—8.7.
Raki (000 litres) 9,107 (F) 7,%45(F) +72.3 ~12.8
Bear (000 litres) 4,696 (F) 4,482(®) +27.5 - 4.6
Alcohol (000 litres) 3,322 (F) 2,346 (F) 4+82.4 -11.3
Cigarettes 14,023 (F) 12,102(F) ,87.9 -=13.7
Manufactured tobacco 160 (F) 172(F) 4+ 8.1 + 7.5
Sulphuric acid (2) 3,280(F) 2,655(F) 411.5 =-19.1 .
Copper (blister) 453 (F) 4,666(F) -84.4 +930.0
Coke 306,128(F) 317,304(F) + 4.8 +3.,7
Public=Private Sectors
{000 tonnes)

Pig Iron (3) 298,6 (F) 299,8(F) 4+6,8 +0.4
Steel ingot (3) 267,5 (F) 276,8(F) + 2.6 +3.5
Semi-finished rolled '

products (3) 429,8 (¥) 494,4(F) + 8,5 +15.0
Net rolled products (3) 168,1(F) 171,3(F) -12,.8 +1.9
Cement 2,164,9 3,342,6 +#29,7 +59.0
Sugar 83,2 367,7 -68,2 341.8
Chemical fertilizers 1,453,7 1,300,6 +77.5 +10.5
Ammonium nitrate 702,2 755,8 +43,0 +7.6
Ammonium phosphate 751,5 544,8 +129,7 =27.5
Petroleum products 1,987,8(F) 2,166,%3(F) +~ 0,1 +9.0
Gasoline 278,2 (F) 258,0(F) ~6,1 —7.3

*Excludlng wine
Petrochemlcals Corp. (PETK1M)

Does not cover entire production
¥karabiik + Eregli Iron and Steelworks

(F)January - February




s

- 148 -
i January = -March Cumulative
_ Change (%)
1981 1982 1981/80 198&
Kerosene 50.1(F) 64,6 (F) -49.2 +29.
Diesel oil 494.1(F) 521.7(F) +13.0 + 5,
Fuel oil 912,2(F)1.026.3(F) + 3.4 +12;
LPG 43,6 (F) 33.3(F). -10.8 23,
Others 171.2(F) 214.0(F) - 5,8 +24,
Steel mill products (1) 48,453 46,622 ~3,3 -3,
Rolling mill products(l) 46,003 34,242 . +18,5 =25,
Electrolytic copper (1) 2,326 3,260 +307.4 +40.
Brass products(l) 100 67 «~76.8 =33,
Sheet aluminum(l) 117 357 +51,9 4205,
Aluminum conductor wire (1) 517 710 +989.9 + 37,
Steel alloy conductor wire(1) 502 3,125 —64.8 4522,
Plate glass 50,619 53,580 +85.4 +5,
Bottles and glassware(l) 47,880 64,058 +93.3 +33,
Auto tyres (000 units) 853,8 - 774.9 4+ 2.6 -9,
PRODUCTION OF MINERAL ORES
(000 Tonnes)
Public Sector
Coal (*) 628.5 (F) 640,5(F) +13.6 + 1.
Lignite (*) 2,464 (F) 2,629(F) + 8.6 +6.
Iron ore (run of rniine) 305,7 {(e.a) +220.8 (..
Chrome (run of mine) 16,7 (J) 16,5(3) +9.5 -1,
Sulphur (pure) ' 4,5(F) 5,0(F) +51.6 +101
Public~Private Sectors
Crude oil ' 354,8(F) 370,4(F) -6.8 «+4,
Private Sector
Iron ore (fun of mine) 7.2 (| - (s
Chrome ° (run of mine) 43,1 (F) 33,6 (F) 6.5 22,
Manganese - Cc 2 l) - ("
ELECTRICITY GENERATION
(million kwh)
Public-Private Sectors
Total , 6,102,2 6,541,8 + 6.4 + 7.
Hydraulic : 3,007,3 3,425,8 +15.,1 +11
Thermic - 3,025,1% 3,116,0 + 1.8 + 3.

*Saleble

'Does not cover entire production
{F)January - February
(J)January
(.)Not available
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PRODUCTION DATA FOR 19 CRITICAL COMMODITIES

Quarterly production data on 19 basic and critical commodities,
publlshed by the State Institute of Statistics, shows decreased

productlon of 6 items and 1ncreased productlon of the remalnlng
13 items. - -

- Record increases were. reglstered .in the cases of blister copper
(294.7 percent), sulphuric acid (203 percent), ammonium sulphate-
(90 percent) and cement (58.6 percent),

On the other hand, production of nitrogen-based fertilizers
decreased by 6.5 percent, petrol by 10.3 percent, ifon and steel

bars by 24.8 percent, LPG by 29.1 percent, phosphate based ferti- :

lizers by 32.7 percent and borax by 64.8 percent,.

PRODUCTION OF SELECTED COMMODITIES
First Quarter

N

Production Production
' Quantity Quantity Rate of
Items Unit 1981 - 1982 . Change %
January-March January-March
Petrol (Normal) -  Tonnes 399,155 _ 358,260 -10.3
Petrol (Super) Tonnes 54,315 63,783 17.4
Kerosene Tonnes 86,819 99,677 . 14.8
Diesel-0il Tonnes - 753,813 892,471 18.4
Fuel-0i1 Tonnes 1,311,464 1,496,764 14,1
LPG Tonnes 83,276 50,050 . -29.1
Newsprint : Tonnes 27,665 34,370 24,2
Writing Paper, Tonnes . 14,618 22,349 52.9
Steel Ingots* Tonnes 428,390 - -
Pig lron® ‘Tonnes - k9,259 - | =
Angles Tonnes _ 26,632 34,477 29.5
Iron and Steel Bars Tonnes 152,425 114,713 - 24,8
Blooms & Slabs*  Tonnes 454 597 , - -
Ingots Tonnes 212,017 . 217,043 2.4
Blister-copper  Tonnes 2,017 - 7,962 29hk.7.
Sulphuric-Acid Tonnes han 124,822 203.0
Ammonium Sulfate Tonnes 59,418 113,470 90.8
Fertilizers Tonnes 423,462 395,783 - 6.5
(nitrogen based) ‘
Fertilizers Tonnes 635,994 427,819 -32.7
{phosphate based) .

Cement Tonnes 2,164,865 3,432,581 58.6
{rude Petroleum Tonnes 546,903 573,548 4.9
Borax Tonnes 9,732 3,429 -64,8

*Production for March 1982 is not given because data from the Eregli Iron and
Steel Works was mot received in time.
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Capacity Use in Industry

Production statisties for the manufacturing industry show on

the whole favourable developments in the first quarter of 1982 asg

- compared with the corresponding period of 1981. Whereas, some of
the increases were, of course, the consequence of the measures
taken to encourage exports, the process of adoptation of productiop
to receding demand has continued. As a result of these two forces,
industrial production and capacity use continued to increase during
the first quarter of 1982, but the gap between existing capacity
and use of capacity continues to be high.

It is appropriate to bear in mind that there are a considerable-
number of factories, in the public as well as in the private sector
which have been completed but are unable to.begin production mainly
because of the lack of short-term financing, and their inability tc
organise their marketing operations.

" Information on the use of installed capacity is gathered from
firms actually in production and do not include plants which have
not yet begun operating.

4. OPEN UNEMPLOYMENT

Starting with the last four months of 1981, open unemployment
expressed on a monthly basis went on increasing, at an average of
6.5 percent per month. ' :

The open unemployment figure for January 1982 was 361,320 an
increase of 44 percent in comparison with the January 1981 total
of 250,696. ' :

~ As there is no unemployment insurance it is not possible to
determine accurately the number of openly unemployed. Those who
have registered with the Employment and Labour Placement office, .
and who numbered roughly 360 thousand in January 1982, have some
hope of finding employment. But there are almost certainly many
others who are unemployed but have given up looking for jobs or
use the traditional way of looking tor jobs through relatives
and friends. In the any case, the registered openly unemployed
figure is only an indication of the magnitude of overall employ-
ment. In fact, the State Planning Organizatipn estimates active 1
unemployment to be 1.1 million in 1982 or, 6 percent of the tota
civilian labour force.
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{

OPEN UNEMPLOYMENT

1980 1980/79 1981 1981/80 1982 1982/81
;3 , r I 3
January 201,892 +33.9 250,696 +24.2 361,320 +h4 .1
| February 220,828 +39.6 248,957 +12.7 n.a C -
March 255,681 +41.6 245,076 - 4.2 - n.a -
April 271,692 +46.6 241,639 -11.0 n.a -
May - 280,466 +50.6 233,263 -16.8 n.a -
June 282,801 +66.7 244 6L9- - -13.5
July 281,034 +71.5 247,929 -11.8.
August . 278,304 . +83.5 260,785 - 6.3
September ' 248,874 - +56.7 278,488 +11.9
October 244,813 +44.8 294,529 +20.3
November 246,624 +33.5 317,010 +28.5
December 263,354 +39.0 - 341,336 +29.6
400 — ( CUMULATIVE )
— 1982
—— . )
350 .
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CHAPTER V

MoNETARY INDICATORS

{1. BANKNOTES ISSUED

The note issue has followed a regular pattern, aimed at keeping

i the annual rate of increase below 35 percent. In fact, the average

{ increase in the note issue during the last five months of 1981 was
{neld at 50.4 percent whilst that for the first five months of 1982
{was still lower only by 32.4 percent. This indicates that the Monetary
puthority is in fact carefully planning monetary expansion, instead

of leaving it unconditionally to the demands of deficit financing,

as was the case in the not so distant past.

The monetary model used cannot be considered to represent a tight
money policy, but rather a validation of the maximum permissible
rate of inflation which in fact happen to be 31 percent by April
1982. A truly tight monetary policy would have aimed to keep the
note issue to around 15 percent. The model can also be defined as
! the cyclical injection of an average of 20 bn TL at the beginning
of every month and the withdrawal of 12 bn TL during the three
following weeks; thus there is a net monthly increase of 8 bn TL
in the note issue. If this model is followed throughout the year,
it will result in an annual rate of increase from December 1981 to
December 1982 of 30 percent and bring the total banknotes in cir-
culation to 480 bn TL at the end of 1982, '

BANKNOTES {SSUED

: Annual Percentage Change

1978 1979 1980 1381 1982 9,78 80779 81/80_. 82/81
January 78.4 118.8 188.6 275.1 371.9 51.5 £8.7 45,9 35.2
February 79.5 122.3 191.6 287.4 381.4 53.7 56.7 50.0 32.7
March 81.4 125.1 183.2 290.5 367.9 53.7 46.4 £8.6 26.6
April 83.9 126.1 202.5 300.3 396.0 50.2 60.6 48.3 31.9
May 85.9 136.0 195.3 291.5 394.4 58.2 43.7 49,2 35.3
June 88,9 142.8 202.2 294.5 60.6 b1.7 45.7
July 92.7 .140.5 237.7 35k.2 51.5 69.3 49,0
August 102.8 152.1 245.2 339.5 47.9  61.2 38.5
September 103.2 153.7 279.9 373.1 48.9 83.1 33.3
October  111.6 184.9 280.6 308.6 65.6  51.8 . 31.h
November 114.1 173.0 277.6 361.6 51.7 60.4 30.3
December 113.7 182.9 278.6 386.4 7 60.9 52.3 38.7
Dec./May 10.2 - 19.6 6.8 h.6 2.1 .

June 5, 1981
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VELOCITY OF CIRCULATION OF MONEY

VELOCITY OF MONEY

Banknotes
Issued Velocity

at end of May , GNP of

(Biliion TL) % Change: (Billion TL) Money
1973 136.0 58.3 2,199.5 16.2
1980 195.3 43,6 k,435.1 22.7
1981 291.5 k9.3 '6,564.3 22,5
1982 394.4 . 35.3 9,190.0% 23.3

*TUSIAD estimate.

In the absence of the June 1982 figures, calculations regarding
the velocity of money have been reported here on the basis of the
end-of-May figures for the years stated.

Whilst the increase in the volume of banknotes issued fell from
49.3 percent for the period Mayj/May 1980-1981, to 35.3 percent, the
velocity of money moved in the opposite direction; it rose from 22.5
to 23.3 in the twelve months ended May, 1982,

. Velocity

M1 GNP of Money
1981 719.2 4,435.1 6.2
1982 938.8 6,564.3 7.0

The velocity of money calculated with the M1 new narrow definition
(Central Bank) increased to 7 in 1982. This was 6.2 in 1981,
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2. CENTRAL BANK CREDITS

Up to the end of May, Central Bank credits had increased by only
17.8 percent on an annual basis, raising total credits to 874 bn at
the end of May 1982, compared with 742 bn TL a year earlier. It is
to be noted that the rate of increase .was 75 percent in May 1980 and
61 percent in May 1981. '

The reduction in the rate of increase in Central Bank Credits is
impressive and is happening for the first time in recent years.

CENTRAL BANK CREDITS
(As end of May)

T9739 T380 3 R 3 T982 3
‘ Amount % Amount 2 Change Amount % Change Amount % Change
Total Credits 262.6 100.0 460.3 100.0 75.3 7h1.7 100.0 61.1 873.6 100.‘0 17.8
1)Public Sector 195.2 73.3 292.1 63.4 k9.6 his .9 60.1 53.0 515.5 ° 59.0 15.4
2) Banks 457 17.4 115.9 25.1 153.6 199.8 27.0 72.4 265.2 30.4 32.7
3)Agricultyral )
Cooperatives 21.6 8.3 52.5 12.5 141.7 55.0 12.9 81.6 92.9 10.6 68.9

Moreover, the distribution of Central Bank credits as between the
recipients has changed considerably. Public Sector Credits, which
constituted 73 percent of the total in May 1979, dropped to 63
percent in May 1980 to 60 .percent in May 1981 and to 59 percent
in May 1982,

On the other hand, credits to the Banking Sector increased by
32.7 percent during the past twelve months, raising the total
from 200 bn TL to 265 bn in May 1982. In the year to May 1880,
the Banking Sector's share increased to 30 percent of total
Central Bank Credits.

Credits to the Agricultural Cooperatives as a whole fell by
2.2 percent, although, within this category, there was an increase
in the case of Agricultural Sales Cooperatives but a reduction
from 41.5 ba TL to 16.6 phn TL in credits to the Agricultural Credit
Cooperatives.

That Central Bank credits increased, overall, by only 17.8 per-
cent between May 1981 and May 1982 was a remarkable achievement
for this category of credit facility since it had constituted the
main source of inflation in the recent past. And this was not the
Central Bank's only contribution to the slow-down in the rate of
inflation. Deposits at the Central Bank increased by 21 percent,
raising reserves from 383.,8 bn TL in May 1981 to 734 bn TL in May
of this year an increase of 350 bn TL in one year,
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Official deposits increased by 172.8 percent and total deposits by
the deposit banks rose by 74.5 percent. Much of this latter increase
was made up of the rise of no less than 78 percent in the banks’
statutory deposits in respect of customers' deposits with them;
these statutory deposits rose from 165.9 bn TL to 295.3 bn TL and
the net increase of 129.4 bn TL was a major factor in limiting the
deposit banks' credit facilities. Futhermore, the statutory reserves
with the Central Bank would have been higher still had the banks

met their obligations in- this respect on time. Because of the banks'
tendency to delay settlements, however, the Central Bank has increase
the rates of interest payable on outstanding statutory reserve funds,

As a result of these favourable developments, banknotes in issue
increased by only 35.3 percent between May 1981 and May 1982, compare
with an increase of 49.3 percent in the previous twelve months. The
same banknote issue trend was still more pronounced in the first
five months of 1982, during which period there was an increase of
only 2.1 percent. The rates of increase were 19.6 percent, 6.8 per-
cent and 4.6 percent respectively, in the corresponding periods in
1979, 1980 and 1981, '

DEPOSITS WITH THE CENTRAL BANK
AND BANKNOTES IN |SSUE

Annual Annual
30.5.80  29.5.81 el 28.5.82 oo

Banknotes Issued 195.3  291.5 - 49.3 394, 4 35.3

Deposits 317.5 383.8 124.0 733.9 91.2

a)Oofficial 17.5 116.4 565, 1 317.5 172.8

b} Banks 116.7 184.8 53.4 322.4 74.5

of which Sta.Dep.ReS.108.2 165.9 53.3 - 295.3 - 78.0

c)Others 14.2 26.1 83.8 3.3 -87.4
d) International

Organisation 169.1 56.5 127.0 90.7 60.5

By the end of May 1982 the annual'rate_of increase in Central
Bank Assets was 42.8 percent, somewhat higher than the rate of
inflation over the same period.

Short-term advances to the Treasury increased by only 13.9 per-
cent, whilst credits to the State Economic Enterprices increased
at an even lower rate 12.3 percent. Surprisingly, credits to Annexed
Budget Administrations rose by 38.7 percent.
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The main increase in credits to the banking sector took place in
pedium-term credits; these rose by 377 percent bringing the medium-
term credits total from 11.4 bn TL in May 1981 to 54.4 bn TL at the
t end of May this year.

Total deposits at the Central Bank increased by 91.2 percent

i yhilst the banks' statutory deposits increased by 78 percent. As

a result of these developments, the issue of banknotes increased

{ by 35.3 percent, less than the increase in total assets and liabilities
of the Central Bank, which increased by 42.8 percent.

The issue of currency during the 12 months period ended
May 28, 1982 was affected by increases in gold and foreign exchange
{ reserves corresponding to 308 bn TL and an increase in Central Bank
{ credits of 132 bn TL. With 43 bn TL miscellaneous items, the total
of the factors contributing to the issue of currency was 483 bn TL.

; Central Bank deposits, on the other hand,'increased by only 350
pbn TL during the same period of time, 129 bn due to reserve requirements !
and 221 bn TL for other deposits. i

As a result of these two opposing forces the issue of curréncy
{ increased by 102.9 bn bringing the total to 394 bn TL by the end
of May 1982 from 291.5 bn at the end of May 1981,
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CENTRAL BANK ASSETS (USE) |
: . (Billion 11,
=
: 12 Month
29.5.81 28.5.82 % Change
Gold Reserves 16.0 23.4 46.3
Foreign Exchange .
Liabilities 92.7 192.5 107.7
Credits 741.7 873.6 71.8
_ Public Enterprises 446 .9 515.5 15.4
A.Short Term Advances :
to the Treasury 222.6 253.6 13.9
B.Bonds Under the
Treasury Guaranty 195.8 227.5 16.2
a.Annexed Budget

Administration 39.8 55.2 38.7

b.State Economic :

Enterprises 136.8 153.6 12.3

c,5tate Investment

Bank 19.2 18,7 -2,6
C.Advances Against

Securities 19,2 19,0 -1.0
D.Commercial Bonds 2,1 8.3 295.2
E.Special Financing

From Deposit Reserves: 7.2 7.0 -2.8
Banks 199.8 265,2 32,7
A,Commercial Bonds 137.7 l61.,5 17.3

a,Private Sector 88.6 110.0 24.2

b.State Economic ' '

Enterprises 49,1 51.5 4.9
B.Agricultural Bonds 2.5 2.9 16.0
C.Advances Against

Securities 12.8 8.6 -32.8
D.Medium=-Term Credits 11.4 54,4 377.2
E.Special Export

Financing Fund 10.5 7.3 -30.5
F.Agricultural Finan-

cing From Deposit :

Reserves 24,9 30.4 22,1

| ]
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‘ 12 Month

29.5.81 - 28.5,82 % Change
Agricultural éooperatives 95.0 92.9 =2,2
A.Agricultural Sales Coop,. 53.6 76.3 : 42,4
B.Agricultural Credit Coop. 41.5 16.6 ~60.0
Consolidated Accounts 331.0 ' 505.2 52.6
Reel Estate and Immovable ,
Assets 1.3 1,9 - 46,2
Gold 0.5 0.7 40,0
Foreign Exchange ‘ 226.5 427.5 88.7
Other Accounts. | ' 167.6 | 227.0 35.4
Total 1,577.5 2,251.9 Z;TE

Liabilities (Sources) of
The Central Bank

Foreign Exchange ‘
Libilities 725.8 956.3 31.8
Deposits Total 383.8 733.9 91,2
Deposits: Statutory Reserve
Requirements o 165.9 295.3 78.0
Undistributed and
Capital Account 176.4 167.3 -5.2
Total Sources Excluding |
Banknotes 1286.0 1857.5 44,4
Banknotes in issue | 291.5 3%4.4 35.3
Total Liabilities 1577.5 2251.9 42,8
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3. DEPOSIT BANKS' DEPOSITS

Deposit banks' deposits continued to show a remarkable upsurge,
for exceeding the rate of increase in the note issue. Total depo-
sits increased by 85.5 percent in.the twelve months to May 28, 1982
and savings deposits increased by a remarkable 113.3 percent during
the same period.

As a result of the upsurge of deposits in general and of'timé
deposits in particular, the Deposits/Currency ratio had moved to
4,12 and the Time Deposits/Currency ratio to 2.14 by May 28, 1983,

Of special note is the constancy in the Deposits/Currency ratio
as well as in the Time Deposits/Currency ratio before July 1980,
The TD/C remained constant at around 0.5 between and 1979 and May
1980 and the D/C ratio remained practically static at 2.4 over the
same period. By May 1981, both ratios had increased the D/C to
3.01 and the DT/C ratio to 1.04.

As mentioned above, over a full twelve months both ratios increased

still further, the D/C to 4.12 and the TD/C to 2.14.

The rate of increase in total deposits, and especially in time
deposits, 1s remarkably high when compared with the rate inflation,
32.5 percent, over the same period.

Not all bank groups were equally successful in attracting depo-
sits and there were large differences in the rates of increase in
deposits as between the 'different groups.

Public sector deposit banks increased their deposits by 69.4 per-
cent between May 1981 and May 1982, while the "Big Eight" private
sector banks increased theirs by 85.2 percent and the foreign banks
recorded an increase of 93.6 percent., On the other hand, deposits
with the smaller private sector banks rose by a remarkable 386.5
percent during the same twelve months.

Also between May 1981 and May 1982,the ratio of time deposits
to total deposits went up from 34.7 percent to 51.9 percent and
that of savings deposits to total deposits went up from 61.5 per-
cent to 79.5 percent. Before the liberalization of interest rates
in June 1980, the correspopding rise rates were 19.7 percent and
37.7 percent. ‘ - -

The gentlemen's agreements on interest rates accepted at the
summit meetings of bank officials were not wholly observed by all
parties, During 1982, many banks increased interest rates on de-
posits beyond the agreed limits in the hope of attacting additional
business. From the differential rates of increase in deposits, it
would appear that the smaller private sector banks were the more
successful in their efforts to attract deposits. Interest rates,
above the agreed limits were mainly offered to attract the floating
degosits, those being moved from bank to bank for ever a marginal
gain.
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/!

A comparison of the rate of increase in deposits during the first
five months of 1982 with that of the first five months of 1981, indi-
cates a faster growth in total deposits as well as in savings deposits
in 1982 but a slowdown in the increase in time deposits, from 72 per-

{ cent in 1981 to 50.9 percent in 1982. Sight deposits, on the other

pand, increased by 9 percent in the first five months of 1982 a

. compared with same period of last year. :

Compared with the first five months of 1981, deposits with the
public sector banks showed a slower rate of increase whilst all the
other bank groups increased their deposits at faster rates. This
seems to be a result of the interest rate competition through which
the ‘smaller banks were able to attract a considerable volume of

{ floating deposits.

THE CHANGiNG DEPOS|T/CURRENCY RATIOS
{Billion TL.)

Total Time Banknotes
Deposits ~ Deposits Issued B/C TD/C
(D) (TD) (c)
31 December 1979 B32.4 82.6 182.9 2.36  0.45
23 May 1980 h67.7 97.7 195.3 2.39 0.50
31 December 1980 745.5 “177.0 278.6 2.67 0.63
28 May 1981 - 877.7 304.5 291.5 3.01 1.04
31 December 1981 1,287.2 560.0 353.9 3.63 1.58
28 May 1982 1,627.9 845.0 394 .4 h.jZ 2.14
DEPOSIT BANKS' DEPOSITS
(Billion TL.)
Rate of Change Rate of Change
May 29/81 May 28/82 First Five Months May 1981 to
1981 1982 May 1982
Total Deposits 877.7 1,627.9 17.7 26.5 85.5
- Savings Deposits 498.6 1,063.5 33.2 39.9 113.3
a) Time .- 30b.5 845.0 72.0 50.9 177.5
Savings Time 245.6 - 638.7 £8.9 50.9 160.1
Certificates
of Deposits 58.9 .206.3 162.9 50.9 250.3
b) Sight 194.,1 218.5 - 1.7 9,0 12.6
- Commercial Sight 265.9 369.5 - 7.0 1.8 39.0
- Other Deposits 113.3 194.5 33.3 19.0 71.7
Public Sector Dep.B. 346.5 586.9 28.0 23.1 69.4
"8ig Eight' Private
Deposit Banks 493.9 914.6 10.9 22.9 85.2
Other Private Sector
Deposit Banks 18.5 90.0 30.3 116.3 386.5
Foreign Banks 18.8 36.4 22.1 4g.,2 93.6
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4. CREDIT STOCK

The credit stock in the economy increased by 42.2 percent between -
the end of May 1981 and end of May 1982, But taking into account the
32.5 percent increase in wholesale prices during the same period, it
may be concluded that, in real terms, total credit within the economy
i increased by only 7.3 percent.

It is however true that not all of the sources of credit increased
credits at the same rate. Direct credits from the Central Bank inc-
reased by only 15.8 percent, deposit banks' credits rose by 53 per-
cent and development banks' credits by 44 percent.

The "Big Eight" private sector deposit banks increased their
credits by 66.4 percent whilst the public sector deposit banks inc-
{ reased theirs by only 35.7 percent. The highest rate of increase ‘

was achieved by the other (smaller) private sector deposit banks
214 percent.

In fact, public sector banks reduced their credits by.1.6 pér;
cent during the first five months of 1982 and Central Bank credits
fell by 0.3 percent during the same period. o ‘

As a result of these developments, the total credit stock ine- .-
reased only moderately, by 11 percent, in the first five months of
1982 as compared with a 14.6 percent rise in the corresponding
period of 1981.

Here, it may be asked how well the end May 1982 credit stock of
2,160 bn TL is meeting the credit needs of the Turkish Economy.

. It is true that the downward slant in demand and the very high
cost of money have reduced the demand for credit but, in real terms
| by that is after adjustment for increases in the Wholesale Prices
Index, the credit stock is 30 percent lower in mid 1982 than 1in
December 1977, the critical year for the economy; on the other handgd,
it is 37 percent higher than two years ago, in May 1980. :

There is, however, a slight improvement in the relative economic
share of the credit stock; it was 23.1 percent of GNP in May 1981
and 23.5 percent of GNP in May 1982,

REAL CREDIT STOCK (Billion TL.)
Credit Wﬁo}esale Credit Stock
Stock Prices Index at Constant

1963=100 Prices
December 13977 k14,2 584.8 70.8
December 1978 526.0 869.9 60.5
December 1979 796.1 1,577.8 50.5
 May 1980 900.0 2,479.9 36.3
December 1980 1,326.3 3,071.4 43,2
May 1981 1,519.0 3,301.1 k6.0
December 1981 1,946.7 3,858.8 50.4
May 1982 2,160.7 4,372.8 49.0
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CREDIT STOCK

(Biltion TL.)
Rate of Change Rate oT Lhange 7]
May 29/81 May28/82 First Five Months May 1981 to
1981 1982 May 1982 |
Total Credit Stock 1,519.0 2,160.7 1h.6 11.0 42.2
1)Bank Credits 1,119.7 1,698.2 16.7 18.1 51.7
-A)Deposit Banks 940.8 ],th.? 19.2 12.4 - 53.1
Public Sector Banks: 508.2 689.8 19.7 - 1.6 35.7
"Big Eight'"Private
Deposit Banks 391.8 652.0 17.1 26.6 66.4
Other Deposit Banks 21.0 65.9 61.5 51.1 213.8
Foreign Banks 19.7 33.0 13.9 46.7 67.5
B)Development and '
Investment Banks 178.9 257.6 5.3 28.3 k4.0
State Investment Bank 126.5 174.2  h.2 26.9 37.7
Others 52.4 83.3 8.0 31.4 59.0
2)Central Bank Direct
Credits 399.3 W62.4 8.0 - 0.3 15.8
1500 r T T T T l ] T T T T
JANUARY FEBRUARYl MARCH APRIL MAY
1 || "
i | ! | I
- BANKS® CREDITS ——
: 1982 f—5-3-%
- w <4 M2 = =
%00 | |— 9 =
I .
— L. —
- [ V45
"~ ot
=2 L ’ % m
e N
3 b 5}5
s [ ke
< | ot ¢
L S S 1
~ _
1300 — .g\ 1-"?_'*.'_:'_2 7
N ¥ 2.2 3_~\lJ
Y- U \f
" g & - O ¥
p— :3 —
_— = v
X i
1200 L. ]
8 15 22 29 5 12 26 5 12 19 26 9 16 23 7 14 21 28



- 167 -

5. INFLATION

After three years of uncertainty in a strongly inflationary
climate, the Turkish economy is now developing at a much lower
jevel of inflation. This is to be seen from the rates of rise
in the various price indices provided below.

These indicate annual rates of increase, calculated from May
1981 to May 1982, as low as 32 percent for the Cost of Living,
Ankara and as high as 37.6 percent for Cost of Living, Istanbul,
with the Wholesale Prices Index standing at 32.5 percent.

An analysis of price increases by regions shows that Black
Sea provinces had the lowest rates of increase, Samsun 26.9
percent and Ordu 27.8 percent and that they were followed by
Adana (28.7 percent). The highest rates of price increases were
registered in Istanbul (36.1 percent) followed by Diyarbakir
(35.7 percent), Eskisehir (35.6 percent) and Bursa (34.8 percent).

The composition of price increases as between Food and Industrial
Raw Materials has varied considerably from year to year. In 1980
food prices rose by much bigger margins than did prices of industrial
raw materials and semi manufactured goods. In the first five months
of 1982, food prices increased by 12.9 percent whilst prices of
industrial raw materials increased by 13.9 percent. The difference
is still more accentuated in the twelve months period to May 1982,
with food prices increasing by 27.5 percent, and industrial raw
materials by 39 percent.

INFLATION INDICATORS

1963=100

Consumer Prices Index Ankara May 1981 - May 1982 31.1 percentage
Consumer Prices Index Istanbul " ! " " 36.1 percentage
Consumer Prices Index lzmir " " " " 32.5 percentage
Consumer Prices Index Adana " " " " 28.7 percentage
Consumer Prices Index Antalya " " " " 31.9 percentage
Consumer Prices Index Bursa . " i " " 34.8 percentage
Consumer. Prices Index Diyarbakir H " n " 35.7 percentage
Consumer Prices lndex Erzurum " " " " 31.5 percentage
Consumer Prices Index Eskisehir " " " " 35.6 percentage
Consumer Prices Index Ordu " " i H 27.8 percentage
Consumer Prices Index Samsun n " " " 26,9 percentage
Wholesale Prices index(Ministry of
: Commerce) " " " " 32.5 percentage
Wholesale Prices Index{lstanbul Chamber

of Commerce) " " " " 34.4 percentage

Cost of Living Indices(Ministry of

Commerce, Ankara) ' " i t 32.0 percentage
Cost of Living Indices(Ministry of

Commerce, [stanbul) '
fost of Living Indices(Istanbul Chamber

of Commerce,lst.}) " " " H 39.9 percentage

37.6 percentage
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- WHOLESALE PRICE INDEX
i ©1963:100
8 (% Changes)
i General Food and .
Index  ¥odder " aterial
# 1979 g81.4 65.7 103.4
i 1980 94,7 105.2 82,6
2 1981 - 25,6 22.7 33,2
. January 4.6 6.2 2.5
i February 2.2 3.5 0.6
g March -0,8 1.7 0.5
i April -0.8 1.6 g,3
3 May 2,2 2.2 2.1
3 June 6.4 3.0 10,9
3 July 0.2 ~1.0 1.5
f August 1.1 0,06 2,4
September 2,9 3.] 2.7
1R October, 1.6 2,5 0,5
" November 2,0 2,8 1.0
R Decembex 1.7 2,0 1,3
B 1982
P January 3,6 4.2 2.9
February 1.7 1.8 1.6
P March 3.9 2,7 5.4
k;' April 2,6 2.5 2,6
E* May 0.9 1.0 0.7
118
ﬂf Source: Ministy of Commerce.
b ~ COST OF LIVING INDICES
- 1963:100 (% Changes)

gg ' Istanbul Ankara
it
f% 1979 - 81,8 71.7
I 1980 ' 75.1 . 86,
I 1981 28.6 25.9
L January 3.6 3.2
L February 1.4 1.7
ﬁﬁ March 0.7 0,5
gﬁ April 0.6 ~0.,2
1 May 2.8 0.5
E June 3.9 5.0

July 1.4 2.4,

August 0.8 1.1
i , September 4.8 4.4
£ : October 2.4 1.6
B November 2.1 2,8
.?a December 1.1 0.3
g 1982
g January 4,8 2.8
_ﬁ February 4.4 2.4
- March 3,0 1.2
" April 2.5 1.5
. May 1.2 2.7
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i

" WHOLESALE PRICES INDEX

{1963=100)
Percentage Change
B ;ggeﬁaN“m?gg; First 5 Months Annual May to May
4 1982 1981 1982 1981
General Index 4,372.8 13.3 7.5 32.5 33.1
a)Food and Fodder 3,832.4 12.9 8.6 27.5 L b
1) Food 3,430.9 15.1 14.9 27.7 60.3
Cereals 3,573.4 16.3 18.5 32.1 95.9
Pulses 5,276.3 25.0 9.5 86.8 1.2
Other 3,270.5 11.0 9.5 15.0 21.7
2)Livestock 5,606.7 16.1 6.8 28.4 11.8
3)Livestock Products 4,036.3 4.5 - 1.7 38.4 14.1
k)Fodder 3,934.5 14,2 1.6 15.3 91.5
b) tndustrial Raw Mate-
rials and Semi-manu-
factured Goods 5,272.7 13.9 6.1 39.0 20.7
1) Fuel 7:74].2 14.8 0.9 hg. 2 12.4
2)Minerals L,618.4 18.3 - 4.2 56.7 6.0
3)Textiles 3,356.7 18.2 4,9 30.5 28.2
h)Leather 6,023.h 3.9 16.0 27.5 27.2
5)Industrial and
Mineral QOitls 7,405.3 9.7 13.1 kL, 5 38.3
6)Paper 3,120.6 5.8 1.2 19.1 25.7
7)Construction
Materials 4,795.2 17.0 4.3 37.0 5.2

Source: Ministry of Commerce

INTERNAL TERMS OF TRADE

During 1981, the wholesale prices increased by 36.8 percent but
the two main groups into which the Index is divided increased at
different rates: Food and fodder increased by 41.6 percent, whilst
industrial raw materials and semi-processed goods increased by 31.2
percent. At the peak of the economic¢ crisis in 1977, internal terms
of trade were above the parity line of 100, having risen to 106.9.
The terms of trade as regards food products deteriorated continually,
the most serious drop having occurred in 1979, when internal terms
of trade dropped from 97.1 in 1978 to 75.3. The fall in the internal
terms' of trade was less serious in 1980, when it fell to 69.3. In
1981, the internal terms of trade improved in favour of food and
fodder, bringing the average to 75.4 from 69.3 in 1980,




I8
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;é In the longer term, however, the terms of trade have deteriorateq
i for food and fodder, prices of industrial raw materials and semi-

Q@ processed goods having increased by a bigger margin.

g |

i Deterioration of the terms of trade continued at a slower pace

;% in the first five months of 1982, moving from 74.3 in January to

72.7 in May 1982,

INTERNAL TERMS OF TRADE

1979 1980 1981 1982

| 1 January 86.9 71.1 80.2 74.3
Ll February 87.2 65.6 82.5 74.4
. March 84,7 69.6 80.6 72.5
i April 75.2 6h4.2 79.1 72.4
8 | May 75.0 66.3 79.2 72.7
i June 71.6 66.8 73.5
i July 72.6 65.5 71.7
g August 73.3 67.6 70.1
i September 7.2 71.1 70.3
4 October 69. 73.2 7.7
15 November 67.9 73.6 72.9
i December 68.8 77.4  73.3
'H Annual Average 75.3 69.3 75.4
"
i
8
i
lil
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CHAPTER VI

ForerenN EconoMmic RELATIONS

1. EXPORTS

Export performance in the first four months of 1982 may be described
as satisfactory. This is especially true for February and March,
during which two months the value of exports increased by 33.8 per—
cent and 47.0 percent respectively in comparison with 1981. The
total value for four months showed an increase of 27.2 percent as
against improvement of 43.4 percent in the some period of 1981,

Taking into consideration the seasonal variation in exports, which
shows a continuous upward movement from August until April, it is
most probable that the 24 percent annual increase foreseen for ex-
ports in 1282 will be exceeded. It seems likely that over the full
year exports will earn a total of $§ 6 bn, exceeding by $ 150 mn
the planners' original estimate of $§ 5.85 bn.

EXPORTS
(January - April)

(Million dollar)

Ep Percentage Change
1978 1979 1980 1981 1982 1479 1980 1981 1982

January 151.2 216,2 236.3 410.6 4461 43.0 9.3 73.8 8.6
February 169.9  249.3 244 1 306.6  410.2  46.7 -2.1 25.6  33.8
March 159.1 196.2 233.6 304,2 L4y.3 23.3  19.1 30.2 47.0
April 182.7 187.4 219.0 316.1 402.1 2.6 16.9 Ly,3 27,2

Total 662.9  849.1  933.0 1,377.5 1,705.7 28.1 9.9  43.4 27.2
{4 months)
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EXPORTS (JANUARY~APRIL)

198¢ 1982
(Tonnes) .(000g). (Tonnes) - (0008) %Change
1. AGRICULTURE AND LIVESTOCK 724,973 736,788 1.6
A.Crops 698,440 653,388  —6.5
a.Cereals 63.224 415,230 ~-34.8
-Wheat 212,174 35,432 167,082 28,287 =20.2
~Others | 27,792 127943 -53.4
b.Pulses 58,027 60 965 =
c.Industrial Crops 302,352 333,906 10.4
-Tobacco 33,020 - 102.897 50,614 158,308 23.9
-Cotton 103,730 187,907 120 334 162,392  13.6
-Linters 10,190 2,402 11 843 2,686  11.8
~Others C 9,146 10,520 15.0
d.Fruit and Vegetables 265 894 209,259, -21.3
—Flgs(drled) : 4,196 4, '012 7,122 5’328 32,8
-Raisins (Dried) 23,709 34,924 23)680 26/618 -23.8
~Hazelnuts and sultanas 30,859 118,265 41,992 85,396 ~27.8.
~Pistachios '555 5,286, 1,160 6,550,  23.9.
-Other hard shelled U
fruits 6,915 9,190 - 3 749, 10,780 17.3
-Oranges, tangerines 65,915 29,887 34, 514 11,125 -62.8
-Lemon 29,891 16,276 32,167 13,803 -15.2
-Other citrus fruits 4,397 1.397 8,386 1,870  33.9
-Other fresh fruits 59,516 26,980 45,967 20 214 =25.1
~Others 2,453 6,546 3,423 ' s 793 ° 34.3
 =Vegetables _ 33 446 13,131 82,850 18 772 43.0
e.Seeds,o0il seeds 8,810 ! 7 947 -9.8
£.0ther crops " 125 81 =35.2
B.Livestock and livestock : 15,577 71,347 358.0
products ‘
a.Livestock 7,445 60,631 714.4
b.Wool,hair : 6 175 4 778 =22.6
c.Raw skins,game skins 33 31 -6.1
d.0ther livestock products 1,924 _ 5,907 207.0
C.Fishery Products : 7,586 8,074 6.4
D.Forestry Products _ 3,370 3,979 18.1
II. MINING AND QUARRING PRODUCTS 62,154 51,451 -17.2
A. Non—metalllc quarrying 51,981 43,298 -16.,7
products 4 :
B.Mineral ores o 10,122 - 7,744 23,5
C,Fuels 9 230  245.6
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i
l981 1982
{Tonnes) (0008) (Tonnes) (0008) %Change
D.Other mining Products 42 179  326.2
III.,INDUSTRIAL PRODUCTS 550,355 918’422 66.9
A.Agricultural-based '
Processed Products 110,210 142,875 29,6
a.Food industry products 110,304 123,523 12,0
b,Food industry by prod. 22 ’332 141.8
c.Processed tobhacco prod. 3 . 20 566.7
d.Processed forestry prod. 1,713 4,377 155.5
e.Processed textile fibres 8,177 14,691 79.7
B.Processed petroleum prod. 107760 41,833 288.8
C.Manufactured Products ‘ 429,376 732 714 70,6
. a.Cement industry products 18 010 113 264 528,9
b.Chemical industry prod, 33 347 29,318 -12,1
c.Rubber and plastigs prod. 16,903 20,074 18.8
d.Leather-hide processing
industry products 19,986 26,749 33.8
e.Forestry -products lf325 10,973  500,9
f.Textile industry prod. 290,130 287,399 -0.9
-Synthetic and artificial .
fibres - 1,978 9,078 7,103 15,458 70,3
~Cotton yarn 25,088 69,562 29,248 GG 737 -4.1
-Synthetic and artificial .
textiles 564 131,698 1.243 5 935 ~49,3
-Grey cloth 7297 1,270 2,985 8,615 578.4
~Other cotton textiles 665 4,731 1.860 10’388 128.0
~Carpets, rugs and kilims 688 30 774 824 60,038 95,1
-Other textiles 1,339 3 356 1,881 5,818 -30,4
-Knit-~wear ’ 740 9’400 549 8,774 ~7.5
-Ready-towear clothing 3,423 56,603 4,181 78,954 39,5
~Others ‘ 7 652 18,312 139.3
g.Glass and ceramics in-
dustry products ' 26,213 36,121 37.8
h.Iron and steel industry J
products ' 19,303 74,493 285.9
i.Non-ferrous metals in- K
dustry products ll 123 11,725 5.4
j.Metal goods industry pr, 5,203 8,958 72.2
k.Machinery industry prod, 16,721 33,737 101.8
l.Electrical appliances 4, 197 20 936 398.8
m.Motor vehicle industry
products 38, 198 40,411 5.9
n,Other industrial prod. 9,225 18,556  101.2
GRAND TOTAL 1.337,482 1,705,661 27.5
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So far this year, the agricultural and livestock has contributed
very little to the increase in exports; its rate of increase is of
only 1.6 percent, which is well below than the annual rate of inc-
rease foreseen for 1982 -

In fact, the industrial sector and, to a lesser extent, the
mining sector, have been responsible for the big increase in exports
so far this year. The rate of increase in exports of manufactured
goods exports has exceeded by a big margin the 29.6 percent rise in
shipments of agriculture-based processed goods.

AGRICULTURE AND LIVESTOCK

Although during the first four months of 1982 there were important
increases in the value of exports 0f tobacco (53.9 percent), vege-
tables (43.0 percent) dried figs (32.8 percent) and pistachios (23.9
percent), there were also marked decreases in earnings from exports
of citrus fruit (62.8 percent), cereals (34 percent) wheat 20,2 per-
cent, other cereals 53.4 percent), hazelnuts (27.8 percent) raisins
and sultanos (23.8 percent) fruit and vegetables (21,3 percent).

The total export proceeds of the five last mentioned items, which
was $ 246.3 mn in 1981 decreased by $ 81.9 mn to $ 164.4 mn in 1982,

INDUSTRIAL GOODS

Exports of industrial goods showed an overall increase of 66.9
percent during the first four months of 1982, although there were
decreases in the value of shipments of several important items,
Whereas the quantity of cotton yarn exported increased from 25,088
to 29,248 tonnes, revenue £fill by 4.1 percent. Other items which
showed -a decrease in their export value included synthetic and ar-~
tificial fibre textiles (49.3 percent), chemical industry products
(12.1 percent) and knit-wear (7.5 percent). Because of the above
mentioned decreases in the value of exports of some items, exports
of textile industry products as a whole decreases by 0.9 percent
so that this sector earnings showed a total of $§ 287.4 mn in the
flr?t four months of 1982, compared with 209.1 mn in the same period
of 19281. :

EXPORT FORECASTS REVISED

Taking into consideration the good performance during the first:
months of 1982 and the very marked improvement in exports of industris
products, whilst at the same time assumlng that there will be no
significant change in the rate of increase in earnings from exports
of agricultural goods, it may be concluded that total export earnings
in 1982 could well reach $ 6.0 bn.
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REVISED EXPORT F1GURES

| (Million $)
1980 3 ) 3
9 1981 Change 1982 . Change

Agricultural .

Goods Exports ' .

4 months 584.3 724.9 24 736.8 1.6
12 months . 1,672.0 2,075.0 24,1 2,470.0 19.0

Mining Products ‘ ' '

Exports’ C : '
4 months _ 37.2 62.2 67.2 51.5 -17.2
12 months s 191.0 300.0 57.1 300.0 -

Industrial Products

Exports -

4 months 311.5 550.4 76.7 917.4 . 66.7

12 months 1,047.0 1,850.0 76.7 3,080.0 66.5
| Total Exports ‘ -

4 months 933.0 - 1,337.5 - b3k 1,705.7 27.5

12 months 2,910.0 4,225.0 45,2 5,850.0 38.5

EXPORTS GROWTH CRUCIAL TO ECONOMIC SECURITY

Although Turkey has managed to cut down the rate of inflation,
and succeeded. in increasing industrial output, much more remains
to be done,

'From whatever aspect one views the Turkish Economy, it is clear
that more and still more exports .are the only possible means of
achieving long-term security and stability. New credits will have
one day to be repaid and there is little 11ke11hood of the further
re-scheduling of past debtis. _

There are two developments in particular which make for optimism.
In the first place, quantitatively speaking, exports are increasing,
and so are export revenues. In the second, the Turkish business sec-
tor has finally come to realise the importance of selling abroad and
accepts that there are no longer any windfall profits to be made & in
the home market. Gone for good are the days when manufacturers would
not - and did not need to - bother to look beyond Turkey for outlets
for their products. ‘

The full application of the free play of market forces requlres
more remedial measures and strict adherence to one basic objective
the development and maintenance of a dynamic export industry, Whlch
is competitive in the international market. :

As has already been stated, export growth is the key factor in
so far as Turkey's ability to service its debts is concerned. Further,
huge import programmes can only be sustained through a healthy inflow
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of foreign exchange principally from exports. Although in some
circles it has long been reckoned that failure to establish a
stable, long term export policy is the biggest abstacle to Tur-
key's recovery the government is in fact giving top priority to
finding solutions to the numerous problems still facing Turkey's
export industries.

It has to be born in mind, however, that about even today 47.2
percent of Turkish exports consist of agricultural products, of
which supplies cannot gquickly be expanded in response to demand.
Whilst there is definitely considerably scope for expanding agri-
cultural production in the medium-term (provided the necessary
investments are made)it is unlikely that the food stuffs export.
levels attained in 1981 can be 31gn1flcantly surpassed in. the
near future, even though Middle East markets for Turklsh products
are buoyant. Thus, the main improvement in export performance in
1682 and 1983 must come from industry, whose structure is st111
largely oriented towards the domestic market.

The newly revised credit system is playing an important part.
in Turkey's achieving a better export performance this year.

New ekport measures have in fact been introduced at a time when
the economy has begun to make a slow recovery. But until sounder
foundations are established, the present policies will be maintained.

The importance of exporting more is being stressed by urging
the business sector as a whole to make short-term sacrlflces for
1ong—term benefits.

On the other hand, it is nationally also being argued that the
profitability principle must not be neglected in so far as exports
are concerned; in other words, it is not possible to sell a commodity
at below cost price indefinitely. As a solution to the problem of
unprofitable exports, the re-arrangement of the Corporation Tax
exemption limits and rebate ratios for industrialists could be
considered. An equally important consideration for industry is
not to lose the domestic market. An industrial sector which loses
opportunities in the domestic market may have unsurmountable
difficulties in regaining its position later on, even if it has
meantime developed a large export turnover. S

As has finally been appreéeciated by the goveranment, the only
viable way to overcome the economic crisis is to open up the
economy, reduce bureaucratic 1nterference and allow the operatlon
of market forces. -

Turkey wasted many years before it decided to bring about a
fundamental reoriention of its economy. But, slowly, new ideas -
are being translated into official thinking. '

Marketing is important and the problem of marketing Turkish
products abroad requires special research. It is evident that many
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Turkish industries with export possibilities do not have the means
or the ability to market their products in foreign countries. More
specialised export companies or joint marketing enterprises estab-
lished by groups of Turkish firms, in some cases with foreign par-
ticipation, would seem to be appropriate in this vital field.

The problems caused by an inadequate infrastfucture, especially
ports, warehouses, roads and services are also important, both for
the overall development of the economy and for its outward orientation.

Numerous suggestidns have been made as to how to give a new
impetus to Turkey's export drive. These may be summarised as follows.

1) More assistance and better facilities mustAbe provided to
producers by the State if they are to compete succesfully with their
competitors for foreign markets. ' .

2) The production capacity of industries which are established
in the future must be such as to enable them to export a certain
amount of their output.

3) Special emphasis must be put on increasing food exporis and
an appropriate agricultural and animal husbandry policy must be
adopted. - : '

4) An export insurance institute must be established to cover
the economic and political risks which Turkish exporters may
encounter abroad.

5) The State must take the lead in the attempts to improve the
Turkish air freight system.

6) Free zonés should be set up in selected Turkish port areas
and markets where transactions can be freely concluded in foreign
currency should be established.

7) Turkey should continue to expandand modernise its merchant
fleet.

8) Overseas marketing companies must be encouraged and improved
with the State's assistance.

2. IMPORTS

Imports were valued at $ 1,960.4 mn in the first quarter of
1982, indicating that the years total of $ 10 bn envisaged in the
1982 Development Programme will not be attained. The rate of decrease
in the first quarter in comparison with 1981 was of -14.9.
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IMPORTS
(January - -March)

" (Miltion $)

1978 1979 1980 1981 1982 1470 Pe'{;ggtageigg?"ge 1982
January  184.2 .279.0 419.6  774.0 607.9 51.5 50.h 845 -21.5
February 495.3 389.6 586.8  849.0 668.1-21.3  50.6  Wh.7  -21.3
March 283.2 525.8 370.1  677.0 684.5 85.7 -33.6  8z.h 1.1
Total 962.7 1,194.4 1,385.7 2,303.0 1,960.4 24,1 13.5 65.8 -14.9
(3 months) , o

An analysis of imports by commodity categories, shows that in 198:
still less emphasis was put on crude oil imports than in the first

quarter of last year.
less than 73 percent
year fell back by 14
imports fell from 40

quarter of this year.

Volume-wise, crude imports increased by no
in the first three months of 1981 but this
.6 percent. By value, crude oil's share of total
.7 percent in 1981 to 37.7 percent in the first

The share of industrial products, however, increased from 54.9
- percent in the first quarter of 1981 to 56.5 percent in 1982,

During the same period, imports with waiver (i.e. free of foreign
exchange payment) fell by almost 50 percent.
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IMPORTS JANUARY -~ MARCH
1981 1982
Quantity Value Quantity Value
(Tonnes) (ooog) {Tonnes) (0008)
I.Agricultural Products '
| and Livestock 14.919 62.504
i ~Wheat - - 212,301 39.508
~Rice 10.156 - 10.475 4.887
~-Merinos Wool 1.555 5.621 1.822 8.814
~Sking 805 1.436 1.602 2.508
-Cocoa ' - 1.600 2.636
~Coffee - - -
~QOthers 3,950 4,171
II.MINING AND QUARRING 1,003,888 , 778.469
~Crude oil " 3,234,943 937,737. 2.762,840 739.175
~Others , - © 66,154, - 39,294
I17T.,INDUSTRY 1.264,046 1.107.971
A.Agriculture-Based"
Processed Product 44,355 37.815
~Paperpulp 6.800 4.472 15,055 - 7.320
~Animal fats and
12,923 9,002 2,158 " l.654
-Textile fibers 3.714 7.557 3.114 6.623
-Tallow 7.589 5.469 2.764 1,763
-Soya bean oil 23.851 16,762 36.631 18.323
-Others - 1.093 - 2,132
B.Petroleum Products 694.367 180.333 - 62,023
C.Industrial Products 1,039,358 1,008.133
a.Cement Industry 45 71
b.Chemial Industry _ 342.644 206.705
c.Rubber and Plas-—

tics Industry : 63.166 56.934
d.Leather and Hide

Industry : 188 97
e.Forestry Products

Industry 337 , 1.175
f.Textile Industry 17,010 21.665
d.Glass-Ceramics 8,787 7.398

Industry
h.Iron and Stell

Industry 121.317 141.503
i.Non=Ferrous Metal :

Industry 34,236 26.136
j.Metal Goods Indus. 2.490 14,171
k.Machinery Industry 293,284 285,028
l.Electrial Appliances 73.312 83.004
m.Motor Vehicles 39.565 . 121,729
n,Others 42,977 42,517

TOTAL . 2.282.853 1,948,964

IV, IMPORTS WITH WAIVER 20,370 11.388
GRAND TOTAL 2,303,223 1.960.352
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COMPOSITION OF JANUARY-MARCH IMPORTS

‘ Percentage Distribution Percentage C} Change
1380 1981 1382 1980 1981 1982 1981 1982
Agricultural
Products and :
Livestock 12,352 14,919 62,504 0.9 0.6 3.1 20.8 318.9
Mining and
Quarrying Pro. 378,837 1,003.888 778,469 27.3 k3.5 39.7 153.0 - =22.5
Industrial
Products 974,204 1,264,046 1,107,971 :70.3. 54.9 6.5  29.3 -12.3
- Agricultural-
Based Processed
Products 19,471 by, 355 37,815 (t.4) {(1.9)  (1.9) 128.0 = -14.7
- Petroleum . » .
Products 195,549 180,333 62,023 (1%.1) (7.8) (3.2} -7.8 -65.6
- Industrial v
Products 759,184 1,039,370 1,008,133 (54.8) (h5.2) (51.4) 36.9 - 3.0
Imports With .
Waiver 29,28k 20,370 11,388 1.5 0.8 0.6 0.4 -4y 1
Total 1,385,677 2,303,233 1,960,352 100.0 100.0 100.0 65.8 -14.9

3. BALANCE OF PAYMENTS

The balance of payments for the first gquarter of 1982 shows an
improvement as a result of the 48.6 percent decrease in the foreign
trade deficit, reducing it from $ 1,276.6 mn in the first quarter
of 1981 to $ 656.8 mn in the same period of 1981,

imports Exports Trade Deficit
1981 1982 % (EL] 1992 3 1981 1582 %
January  773.9  608.0  -21.4  410.6  bh6.1 8.6  363.3  161.9 -55.4
February 849.0  667.6  -21.h  306.5  410.2  33.8  542.5  257.4 -52.6
March 675.0  684.8 1.5  304.2  447.3  47.0  370.8  237.5 -35.9
Total  2,297.9 1,960.4  -14.7 1,021.3 1,303.6 .27.6 1,276.6  656.8 -48.6

The improvement can also be seen from the increased Export/Import
ratio, which improved from 0.444 in the first three months of 1981
to 0. 665 in the corresponding period of 1882,




A 0.665 export/import ratio may indeed be considered as a consi-
derable improvement when compared with the post-petroleum crisis
years of 1974-1980, when it dropped to 0.386 and was still only
0.444 in 1981.
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FOREIGN TRADE

Foreign £X
Exports fmports Trade T ratio

Deficit '
1970 588 948 360 62.1
1971 677 " 1,171 Lok 57.8
1972 885 - 1,563 678 56.
1973 1,317 2,086 769 63.1
1974 1,532 3,778 2,246 40.6
1975 1,401 %,739 3,338 ' 29.6
1976 1,960 5,129 3,129 38.2
1977 1,753 h,796 h,0h3 _ 30.2
1978 2,283 4,599 2,311 4L8.8
1979 2,261 - 5,070 : 2,809 . hh6
1980 2,910 7,667 4,757 38.0
1981(E) 4,702 8,933 h,231 - 52.6

_ January - March '

1980 714 : 1,409 672 50.7
1981 1,021 2,298 1,277 44 4
1982 1,304 1,960 656 66.5




BALANCE OF PAYMENTS
(In Millions of Dollars)
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s

. , January
January February March March
Current Account
Exports, F.0.B. 446.1 410.2 E47.3 1,303.6
Imports, C.I.F. ~608.0 -667.6 -684.8 -1,960.4
Balance of Trade -161.9 -257.4 -237.5 - 656,8
Workers Remittances 149.2 133.8 147.0 430.0
Tourism and Travel 11.4 15.6 11.9 38.9
Interest Payments - 76.9 “171.4 - 96.6 - 3449
Other Invisibles L. 9 82.6 52.3 179.8
Balance of Invisibles 128.6 60.6 114.6 302,8
Current Account
Balance - 33.3 -136.8 -128.2 - 358.2
Capftal Account
Project Credits 39.2 57.0 55.0 151,2
Program Credits 248.0 95.7 65.1 408.8
Debt Repayments - 11.3 - 32.8 - 6.4 - 50,5
Acceptance Credits - 19.0 - 25.0 - 40.0 - 84,0
Private Foreign Capital* 6.8 8.1 5.5 20.4
Gther Capital
Transaction - - 6.5 - _6.5
Capital Account :
Balance 263.7 103.0 72.7 439.4
Errors and Omissions 247.0 - 6.2 153.0 393.8
Overall Balance :
. of Payments L77.4 - 100.0 97.5 b7k .1
Financing -477.4 100.0 - 97.5 - b7k
Monetary Authorities -heh 2 61.0 -115.5 -~ 518.7
Assets -383.5 61.2 -183.8 - 505.6
Liabilities - 80.7 - 0.2 67.8 - 13.1
IMF - = 21.0 104.7 83.7
CTLD'S - 2.4 3.8 - 0.9 0.5
Dresdner Bank. Prog. - 10.6 8.4 6.3 . b1
Bankers Credits - - -
Arrears on CTLD's - - -
TPRC's - - -
NGTA's - - -
i Acceptance Credit ,
] Arrears ~ 7.h - - 7.4
i Overdrafts 22.4 0.8 - 5.5 17.7
| Others - 82.7 7.8 - 36.8 - 111.7
dpmmqggial Banks - 19.0 13.1 - 0.9 - 6.8
Revaluation Accounts, 5.8 26.7 18.9 51.4

*Imports with waiver and Nato-Infrastructure are included.
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-GOLD AND FOREIGN EXCHANGE RESERVES

1980 1981 1982
January February Harch January February Harch January February March
Gold 154.6  154.6 154.6 i54.6  154.6 15h.6 154.6  154.6  15h.6
Central Bank  389.0 570.9 587.6 1002.4 781.2  760.0 1184,0 1091.2 1211.4
Banks 141.6 159.8 185.1  205.0 223.6 303.5 623.7 610.6  611.5

Total 685.2 885.3 927.3 1362.0 1159.4 1224.1 1962.3 1856.4 1977.5 |

Gold and foreign exchange reserves increased by 61.6 between end
of March 1980 and 1981 raising the total from $ 1,224.1 mn to
$ 1,977.5 mn.

CHANGES IN THE EXTERNAL VALUE OF TL

As the figures below indicate in the period between January 1980
and January 1982, there is approximately a yearly differéence of 20
peoints between tﬁe rate of devaluation of TL against US § vis-a-vis
rate of devaluation against DM. '

However, if 1980 January and June 1982, period is considered
dollar devaluation rate goes up to 135, 0 percent whereas DM
devaluation remains at 63.2 percent.

TL DEPRECIATION AGAINST $

% Change
1980 January 70.0
1981 January 91.9 31.3
1982 January 136.9 51.9
Between January
1980-June 1982 164.5 135.0

TL DEPRECIATION AGAINST DM

% Change
1980 January Lo.5
1981 January 45.2 11.67
1982 January 60.5 33.9
Between Japuary
1980-June 1982 66.1 63.2 .
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4. WORKERS REMITTANCES
(Million $)
1979 1980 % 1981 g 1982 g
January - 83.1 83.3 0.2 143.4 72.3 149.2 4.0
February 75.4 173.3 129.8 134.8 -22.2° 133.8 - 0.1
March  "55.6  111.7 100.9 139.7  25.1 147.0 5.2
CUMULATIVE
(Mitlion $)
1979 1980 3 1981 K4 1982 %
Jahuary 23.1 83.3 0.2 143.4 72.1  149.,2 4.0
February 158.5 256.6 61.9 278.2 8.4 283.0 - 1.7
March 214.1 368.3  72.0 A417.9  13.5 430.0 2.9

Workers remittances increased by 2.9 percent during the first
" three months of 1982 and reached the value of $ 430 mn. If compared
with the same month's figures of the preceeding year, in 1982, workers
remittances increased by 4 percent in January, decreased by ~0.1
percent in February and increased by 5.2 percent in March, -

5. TURKISH CONTRACTORS OPERATING IN THE
MIDDLE EAST AND NORTH AFRICA

Turkish contracting companies operating in the Middle East and
North Africa today hold contracts valued at more than 16 bn dollars.
By the end of 1982, the total volume of such contracts may well bore
risen to 20 bn dollars,

Indeed, at a time when business prospects for those holding
companies which are basically orientated towards the domestic
market and import substitution, the construction-based holding
groups which direct their activities to foreign markets are prospering.

But for civil engineering contractors who are not able to enter .
the international market, the outlook is gloomy. The Turkish constructic
industry is living through its third consecutive year of recession.
Private sector demand for building has dropped seriously due . to
soaring construction costs, to the decrease in demand as a result
of the general rise in prices, to the decrease in inflationary ex-
pectations and to the increase of returns on savings as a result of
high interest rates. ‘
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The private sector's propensity to 1nvest "on the other hand
has remained low, due partly to the high cost of credit and also
to the narrow1ng of the domestic market. -

At the same time, the public sector investment programme 'has
been curtailed; many important projects haVe been postponed or
even cancelled altogether _

The primary market for Turklsh contractors overseas has been '
Libya. No less than 85 Turkish firms now operate in Libya, compared
to 34 in Saudi Arabia, 22 in Iraq and five in Jordan and Kuwait.
Two Turkisa firms now have contracts .in Abu Dhabi, one firm a
contract in Egypt and one a job in Senegal.

The majority of Turkish companies have found it eSpecidLly
difficult to penetrate the Arab markets. The Saudi Arabia market
for instances, has proved to be much more sophisticated and much

-more competitive than had been expected. Although the volume of

orders trend speaks for itself, Turkish contractors face stiff
competition from East European firms, who. enjoy state aid and

subsidised prices, and from Pakistan and South Korean companles,

which have the benefit of a cheaper labour supply.
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CALENDAR OF Marn Economic Events In 1981

January 1

January 4

_January 21

- The prices of steel and steel products
are raised by 15-30 percent.

- The 1981 import regime is published. To- -
tal imports of $ 9 bn are expected to be

composed of investment goods $ 2 bn, in-.

termediate goods and raw materials $6.75

bn, and consumer goods $ 0.25 bn, Libe~ .

ralisation is further increased with
- abolition of the Quota list and enlarge-
‘ment of the liberalised lists; advance
deposit requirements are also reduced.

ADVANCED DEPOSITS

‘0ld Rates New Rates

Percent Percent
Liberalised List | -
Importers 30 20
Industrialists : 15 : 10
" Liberalised List 1| _
; Importers 20 20

Industrialists . 10 10

- Some arrangements are made to the regu-
‘lations governing settlement of unguaran-
fteed trade debts to encourage acceptance
payments in TL.

- Agreement on the postponement of Turkish:
debts to USA, amounting $356.4 mn, is
approved. :

- The agreement on the postponement of
Turkish debts to the Netherhands, amounting
Florin 4 mn, is approved.




- 194 -

January 27

January 29

January 31

February 3

February 4

February 5

February 9

February 11

Turkish Lira is devalued vis-a-vis
the US $ from TL 89.25 to TL 91.90.

Support price for soya-beans is

" established at 40 TL.

The Suvpreme Arbitration Board issues
a communique about expired collective
labour and wage agreements.

The Suppbrt and Price Stability

premium for exports of hazelnuts is
increased by 8.2 - 8.7 percent.

A new Income Tax decree is announced.

The agreement on the postponement of
debts to Australia, amounting to
$ 6.4 mn, is approved.

The Central Bank announces new interest
rate and differential interest rebate
rates for the deposit banks. The
statutory reserve ratio for time
deposits of 6 months is established
at 30 percent. .

Turkish Lira is devalued vis-a-vis
the US $ from TL 91.90 to TL 95.95.

The Support and Price Stability pre-
mium for exports of tobacco is inc-
reased by 11.8 - 12.8 percent.

The Economic Affairs Supreme Co-or-
dination Council is set up. The
Council is headed by the Prime
Minister and composed of the two
Deputy Premiers and the Ministers
of Foreign Affairs, Finance, Trade,
Agriculture, Forestry, Industry/
Technology and Energy.

Agreement on the postponement of
Turkey's debts to Norway, amounting
to $ 27 mn, is signed.
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February 15 ' - Central Bank rediscount rates are
ipereased by an average of 4 per-
centage points,

¥ebruary 17 - A decree is published with regard
to the encouragement and orientation
of investments and the implementation
of the related incentive meaures.

February 18 -~ The support price for Aegean type
tobacco is increased to 180 per
kilo.

-.The decree concerning Export in-
centives is revised.

February 24 " _ The government's budget for the
- fiscal year 1981 is approved.
February 27 - The Support and Price Stability

Premium for exports of tobacco is
increased by 9.1 -~ 10.7 percent.
e

March 1 - The law amending the Real Estate
Tax Law takes full affect.

March 4 - The Ministries of Commerce and
Industry issue a communigue with
regard to the application of Libe-
ralised List {.

March 11 - Decree no 129 relating to Income
Tax is published.

March 22 ' - The Turkish Lira is re-valued
against US dollar by 0.3 percent.

March 25 , - Restrictions on credit sales of
consumer durables are abolished.

March 28 -~ The Support and Price Stability
Premium for exports of cotton is
decreased by 33.3 percent.




March 29 - The Support price for Black BSea
type tobacco is establised at
TL 197, an increase of 12 percent.

April 1 ~ The agreement on the postponement
of Turkey's debts to Switzerland
is approved.

April 12 - The regulations regarding decrease
in customs charges on Turkish Ag-
ricultural products exported to
the EEC becomes effective. Except
tomato paste and olive oil, Tur-
kish agricultural products will
be exempted from customs charges
after 1985.

April 15 - The Turkish Lira is devalued vis-
a-vis the US Dollar by 2.7 percent.
The new rate is TL 98.20.

April 16 : — Minimum wage is increased to 10.000
Turkish Liras from 5,400 Turkish
Liras.

April 17 — Turkish contractors operating

abroad are authorized to retain 20
percent of repatriated foreign ex-~
change earnings., The previous rate
was 10 percent.

- Banks are authorised to extend )
short term foreign exchange credits
to. Turkish contractors operating
in foreign countries.

April 31 - The tea purhase price is established
‘ at TL 41 per kilo.

May 1 -~ The Central Bank is given authority
to establish the parity of the Tur-
kish Lira on a daily basis.

May 16 - - Banks are permitted to include
foreign currency holdings in their
statutory reserves.

J
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N

May 28
June 3
June 26
July 20
July 22
July 24
July 31
August
August

6

19

The Municipal Revenues Law is amended
with a view to improving the local
authorities' financial situation;
rates of several taxes are increased
and new taxes are introduced, i.e.
occupation tax, advertising tax,
communications tax.

Support prices for wheat and other
cereals are raised by 48.8 ~ 60.0
percent. _

Petroleum prices are raised by
6.7 - 7.6 percent,

As of 1983, the fiscal year and the
calendar year will coincide.

The ceiling on private sector bond
interest is abolished.

The statutory reserve ratio for time
deposits of three months is ine-
reased from 30 to 35 percent.

The new Capital Market Law is pub-
lished in the Official Gazette of
30th July 1981, Under the new Law,
which takes full effect on 15th
February 1982, trade in securities
and company shares, private bonds

as well as other kinds of negotiable

-instruments and documents with a

financial value, is subject to
supervision by a newly.established
Supreme Capital Market Regulatory
and Supervisors Board.

Petrbleum prices are raised by
6.1 - 8.7 percent.

Cement prices are raised by 12 percent.

New agricultural support prices are
announced; Cotton TL 62-63; soya bean
seed TL 40; sunflower seed TL 40;
dried figs TL 65.
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AuguSt 25 ' - Support price for hazelnuts is estab-
lished at TL 123. :

August 26 - Interest rates on export credits is
‘ . : inecreased from 24.5 percent to 27
i percent.

- Central Bank announces new rediscount
rates. ‘

September 1 - Fertilizer prices are raised by 43-
: 67 percent. At the same time, the

ban on the export of chemical fer-
tilizers is lifted. ‘

B September 2 - Support price for Sultanas is fixed.
l at TL 110,
September 16 -~ The law on moneylending is amended.

selling securities and collecting
deposits are obliged to renew their
licences. The Ministry of Finance is
authorised to establish fees, control
their advertisements and define their

1 All brokers engaged in buying and
scope of operations,

September 19 + - The Support and Price Stability
premium for exports of 19280 crop
tobacco is announced.

September 23 - Réil, sea and air fares are raised
' : by 50-100 percent.

October 6 - The law amending The Securities
‘ and Foreign Exchange Bourses Law
is announced.

October 12 - Prices of electricity used in
‘ aluminium and ferrochrome production
are reduced by 350 percent.

October 31 : - Central Bank reduces interest rates
on rediscount credits to agricultural
co-operatives and small businesses
from 21 to 20 percent and from 18 to
17.25 percent, respectively.

_
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November

November

November

November

November

December

December

12

17

22

28

16

22

Sugar prices are raised.

Guidelines on foreign export pre-
financing credits are revised.
Maximum interest on such credits

. may not exceed 1.25 percent above

LIBOR Exports must be effected
within a period of six months.

According to a communique from the
Ministry of Finance, banks are
prohibited from issuing deposit
certificates with an interest coupon
attached and marketing them through
intermediaries.

A new instruction requires the banks
to increase their capital to a mini-
mum TL 4 bn; in addition, for each
branch office to be opened, capital
must be increased by a further TL

- 200-250 million. Foreign banks must

put up US $ 6 million for the first
branch and US $ 3 million for each
subsequent one. Foreign banks are
not allowed to ¢open more than one
branch office in each province except
Istanbul where two offices are allowed.
Banks may not be established without

~prior government permission.

Private companies are permitted to
issue bonds with either fixed or
variable interest rates.

Sﬁppqrt price for groundnﬁts is
established at 70 TL.

Unguaranteed trade debts paid in
Turkish Liras may now also be used
for petroleum industry investments.

The Support and Price Stability
premium for exports of Sultanas
to the EEC is increased to 27 TL.
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December 23 - New regulations on secondary bankers
are issued. Their capital may not be
of less than TL 200 million of which,
50 percent must be deposited at the
Central Bank.

- Central Bank changes differential in-
terest rebate rates. New rates are:

~ 'Bank
. Percentage
Borrower Poipts

1)Short-term cre.
(less than oOne

year)

-Credits for in-

dustrial exports  30% 10
Other Export _ ,
.Credits : 20% 10
Agricultural Bank

and Halk Bank Credits 19

2)Long-term credits
(over 1 year) ‘ o
Credits with minimum grac
period of two years to .
sectors specified
in General Incentive Tables:
Export credits for ;
underdevelcped :
regions ' 35% 10
" Bpecialised Cre: '
Agricultural Bank
and Halk Bank ‘ 11
Housing credits by
Real Estate and
Credit Bank 17

December 25 - Wages of workers covered by the .
"~ collective agreements which expired
in 1981 are increased by 15 percent
‘plus TL 4000.

December 30 _ - Petroleum product prices are raised.
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January 5

[ 9872

-~ The Income Tax, Corporation Tax and
Real Estate Tax Law are amended.

Income tax rates are lowered:

OTd Tax

Income
Brackets Rates New Tax Rates (%) for Income Earned in
TL. (%) 1982 1983 1984 1985
Up to 1 million 4o 34 35 30 25
iAbove 1 million: .
2 ~ 3 million 45 Ly Lo '35 30
3 -5 million 50 49 L8 43 ) 38
5°-10 million 60 59 58 53 : h8
10 -15 million 70 69 63 63 58
15 -25 million 75 74 73 68 63
Above 25 million 66 - 65 65 60 55

- TL 40,000 of income in rents will be
exempt from income tax (previously)
there was no exemption if the total
exceeded TL 120,000 per year.

- TL 100,000 of profits earned from
sales of bonds and shares will be
t+ax exempt (previously TL 50,000)."

- The Corporation Tax rate is lowered
from 50 percent to 40 percent for
corporate income. Special exemptions
granted to exporters of certain goods
and services have been simplified:

20 percent of their receipts will be
tax-exempt (previously it was 20 per-
cent for the first year and different
rates for the following years).
Corporation tax will be paid in three
instalments (April, August, October)
instead of two,

- Fiscal balancing tax is reduced from
3 to 2 percent for 1982 incomes, and
to 1 percent for 1983. Incomes. Cor-
porations will not pay fiscal balancing
tax as from 1st January 1981.
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- Real estate purchase tax and capital

j gains tax on real property are abolished
] _ - and replaced by Real Estate Duty. This
will be paid both by buyer and seller
at a rate of 4 percent.

1

Property Tax rates are lowered from

6 to 3 percent for commercial buildings
and from 4 to 2 percent for residential
buildings.

) Building Construction Tax rates are
k also reduced and will be paid directly
to the municipal authorities,

1

Potatoes are included in the Support
Purchases scheme. The support prices
is fixed at TL 10.

i January 6

: January 7 The 1982 import and export regimes are
i announced. Projected total imports of
| US $ 10 billion are composed of in-
vestment goods $ 2.3 billion, inter-
mediate goods and raw materials $ 7.5
billion and consumer goods $ 0.2
billion., Liberalised List I is further
enlarged by transferring 40 items from
List II. Advance deposit rates remain
the same (importers: 20 percent:
industrialists 10 percent)

Imports of several essential goods
will be subject to a new levy to be
determined by the government's Money
and Credit Committee. The funds so
raised will go into the Support and
Price Stability Fund.

- The export regime is further libera-
lised; the number of items requiring
an export licence is reduced from 25
to just two, tobacco and opium. The
number of goods subject to registration
is reduced from 40 to 30. Exporters
are allowed to make imports for up
to 5 percent (maximum TL 40,000) of
the value of their exports in 1981
and 1982,

i
1
it
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i

January 20
February 1
February 4
February 10
February 17
February 18
February . 18
Februafy 20

The Central Bank reduces rediscount
rates., : '

-The levy which the deposit banks pays

to the Interest Differential Rebate
Fund at the Central Bank is reduced
to 10 .percent of the interest charged
on credits.

Banks are permitted to include Treasury
bonds in statutory reserves, for up
to 25 percent of such reserves.

Petroleum product prices are raised by
an average of 5 percent.

The Capital Market Law, announced on
31st of July, 1981, takes full effect.
The statutory reserve ratio for time
deposits of 1 month is established

at 30 percent.

A new comminique relates to the quantity,
interest rates and conditions of sale
for bonds issued by the private sector.

The interest rates on bonds issued by
the State Investment Bank is raised
from 20 to 30 percent.

The Export Price for Aegean tobacco
is increased to TL 240 per kilo.

A Co-ordination Council for Tourism
Affairs is set up, under the chairman
ship of the Prime Minister.

The Corporation Tax Law is amended.

Arrangements are made to roll-over

$ 110 million worth of Turkish debts
to Japan for a further period of 10
years.
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February 24 - The government's Budget for fiscal year-
1982 (March-December) is published in
y the Official Gazette,

- The decree is published regarding

foreign exchange for export pre-financing.

March 6 ~ A circular is published on Gustoms tax
: free imports from the EEC. '

March 8 - The 1982 Investment Programme, which
regulates public sector projects
according to the listed priorities, is
published.

| March 13 - The limits on housing credits offered -
by the Real Estate and Credit Bank
are increased. ‘

March 16 - The law on Encouraging Tourism takes
full effect.

March 18 ° —~ The Support and Price Stability pre4-'
‘ miums applied to cotton exports are
changed. :
March 19 -~ A new decree is published with regard

to6 the encouragement and orientation
of investments.

March 20 - Central Bank changes re-discount rates.
March 25 - Fertilizer yrices.are raised by 1-19

" percent.
March 29 - Turks are allowed to travel abroad for

tourism purposes once in every two
years instead of once in every three.

- Finished gold can be exported freely.
Exporters of finished gold are also
allowed to import gold ingots up to
an amount corresponding to 15 percent
of their gold sales abroad.
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April 2
April 7
April 11
April 20
April 22
April 29
April 30
May 3

May 12

May 21

s

- Unguaranteed trade debts paid in Turkish

Lira may now be used for the payment of
all kinds of taxes and social security
premiums,

Gold of less than 24 carats may now

'be traded without premission of the

Ministry of Finance.

Sumerbank increases prices  of some
products by 3-20 percent and reduces
prices of some other products by 36
percent.

Cement prices are raised by 17.5 per--
cent.

The export tax rebate system is revi-
sed. For exports of between $ 2 million
and $ 10 million, there will be an
additional tax rebate of 6 percent

for the entire value of the exports.
For exports of between $ 10 million
and $§ 30 million the additional tax
rebate will be 12 percent and for
exports of over $ 30 million there
will be an accross the board tax

rebate of 10 percent of the total
export value.

The re-discount rates applicable to
export credits and the differential
interest rebate scales are changed.

A decree is published with regard
to the encouragement of domestic
production of investment goods.

Support price for Marmara type tobacco
is established at TL 285.

Flectricity prices are raised.

The support prices for soya beans is -
established at 52 TL.

i
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June 1 e ' - Rates of interest paid by the Central
Bank on banks statutory deposits are
lowered. At the same time, the penalty
rates on deficiencies in the reserve
requirements are increased.

- New Support prices are announced for
wheat TL 21; barley TL 155, . Aegean-
‘type cotton TL 78; Cukurova type cotton
TL 75.

June 3 - The names of the banks which are
authorised to maintain foreign
currency position are announced by
the Ministry of Finance. The amount
of foreign currency which authorised
banks may hold is raised. :




STATISTICAL  ANNEX
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SUPPLY AND USE OF RESOURCES

Percentage

change from previous year

1973 1974 1975 1976 1977 1978 1979 1980 1981

1972

Gross value added

- 0.3.
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Gross national product at market
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Expenditure on GNP
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lyolume increase or decrease in percent of GNP in preceding period (= contribution of GNP.)
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_Turk1sh )
-Industrmhsts
and

._Busmessmens
Assocmtlon

TUSIAD, «Tiirk Sunavicﬂerl ve I Adamlar: Dernegis of
«Turkish Industrialists ond Businessmen’'s Assoclations

was founded in August 1971 by the leaders of Turkish

Industry.

TUSIAD Is ¢ - non-profit and mdependent orgunlzutlon
In serving the various groups to which it is accountable,
it sesks to improve the guality and effectiveness of -

. fres enterprise through development and dissemination

of objective, information, It also creates
broader understanding of business and

" economic activity.

Its fundamental purpose. is to promote public
welfare through free enterprise by bringing together
the experiences and views of those_engaged in

_industry and business, It conducts research in the tields

of economic outiook and trends, fiscal and

monetary developmenis, marketing, industriol statistics.
1nternntional economics,” public affairs and other
related areas. The Association carries out Hs

research work In a sclentific manner and -handles
confidential information with discretion.

The Asscclation brings together teaders in buslnass.

labour, the academic world and government at meetings .

where -economic policy, business prospects and
executive experiences are discussed.

The news medla are an imporiant link in the
Association's communication chain: The Assoclation:
relaases a great deal of its work through the media,
thus trying to. provide the. public with objective
information upon which to from sound opinion.

The resuits of the research programmes
are mailed to assoclates, the academic world,
government officiols and news media through

- research reports, a monthly periodical, books and
_ other .special publications.

Membership in the Association is voluntary.

WHAT THE <BY-LAW» SAYS :

Objectives. and Aims of the Assoclation

The objectives and aims of the Assoclation are to-
contribute to the democratic and planned development
ot Turkey. It seeks to accomplish this in keeping
with the principles of mixed economy, as envisaged
by the. Constitution, and In conformity with Atatirk's
principles.

The Association recognizes the mdustrlalista as the
leading power in the development process. [t
pursues the gim of bringing together, within the
Association, the Turkish industrialists .of the public
and private seclors, professionals, academicians and
businessmen, with the purpose of protecting and
strengthenmg the democratic government and free
enterpnse The AssSociation’s objectives include every
effort required for the organization and
development of free enterprise in the interests

of the country.

. diverse sources.

Functlons of tho Assoclatfon

" In -order ‘ta dttain. its -objectives olong tha Iines '

of the mixed economy principles, the Association.
_emphusizes the vital -importasce of free. enterprise:
-for the national economy ang soclul ‘atructure.
It urges and encourages .free. enterptise to
discharge its reésponsibllity towards the ’
development of the country, in lne with natlonn}
interests, .

a The Association be!ieves that economlc. social und
cultural development within- the -economic power. of
this country can be materialized following the

"example set forth by the free world and through. B
democratic processes. In addition, It stresses: the need\ .
thot national savings be. increased and channeled -
“into o capital market open to the public. :

= Acknowiedging the urgency of our edumtlonat
problems, the Associgtion endeavours . -
to be of assitance in the fleld of- educut[on i

- and truinlng

= With the firm belisf that - Turkev must huve a
balanced development in a setting of social
security, and that capital, labour and enterprise .
are complementary essential elements; it contributes
to .the development of employar—emplcwee
relations In 6rder to couse thé most profitable
ond beneficlal. impact on the overall developmant
of the country.

= Engages in activities to channel lnvestments
toward 'priorities of pub!lc interest and -toward
those productive areds that give impetus to )
exports and earn forelign - exchange, .and which -~
conttibute to development plans. Gooperates wlth
private and public organizations. which
are concerned with industrial development.

= Provides guldunce and counsel .in order that
the commercial and Industrial enterprlses of
Turkey, an associate member. of the European
Economic community can bulid up competltiva powar
both in and outside the Community. -

= With .a view stimulating the Turkish o
sconomy, tokes the initiative in learning and Lo

" evaluating the points of view of the "businessmen :
“and keeps those points of view ovailable to be
used by the relevant government oftices; engages
in guldance aoctivities In the reorganizution
of the industrial structure.

« Makes use of such publicity media as rudio and -
TV, newspapers, books and brochures to .
promulgate its objectives and actlvities; arranges’
meetings, courses, seminars, lectures and
conventions.. '

'w Cooperates with domestic and foreign

private and public institutions, chambers

of commerce and industry, stock miarkets,
professional associgtions, -foundations or sets up
new ilaison with them .or establishes
orgunizatlons under its sponsorshlp.

if eand when necessary.

WHAT TUSIAD DOES :

Ever since TUSIAD's foundation in 1971, it has

been a fundomental tenet that the public will ‘share
the knowledge - developed by the orgunlzntlons work.
It is to everyone's advdntage that the public, as ‘
well as management, understands how the business
institutions work in market economies, and it hos
been TUSIAD's speciat mission to further this |

‘ “understanding among all groups. To do this
-affectively requires that TUSIAD be independent,

as it is. )t draws its financial support from many

It studies economics and business,
not a spokesman for, but it advocates generclly the
«free’ enterprises. lts publlshed research .

presents facts: users of. 'these facts develop their
own conclusions as to how to apply. them TUSIAD



. = Occaslonol Papers on Current Economic Iss

conferences ._pr'dvlaé Gpporunity. for participants " 2
As soori us an economic issue :gains popularity

T to 'share. their experiences with each other and

with other elements of soclety, and for society in the public opinion, TUSIAD publishes g thorough:

to feed Its reactions and opinions back to «free . . study on the subject trying to provide the most
~ehtérprise». TUSIAD views business, economic and , - updated Information, Such occasional papers ..~

soclety through a wide-angle lens, focusing Its . * (usuglly ten or so. within a.year) are highly ; !
“examiingtions primarily on questions of nationaf . - welcomed by the sconomic media in Turkey." : o

and international significance. - -

“This effort, is supported by o full-time staff in
the Istanbul headquarters. The stdff is engaged in . ) . ; :
-producing information through .research or ‘g?"ﬁ:?%;‘:';ozﬁ;?‘t ?:FiTﬁSI?:\? mic uqucts :

- communicating information through publications, ‘ o ‘ ’

. meetings, news releases, and other chunnels. = Monitorlng‘Y Gove‘mm?nt AG“"SII“ Veorly Ecofior |
 The greatest part of its ihcome is from annual The Five Year Development Plans, Yearly Econom
‘gubscriptions by its Associote members and their * progromme and the Stote Budget, which have enornmous

"- ‘organizgtions. And this is a larger sense in . influence on the stgte °ff the -Turkisl_'l economy, _

“'which to View the «charitables nature of TUSIAD's are throughly examined by TUSIA% '? every stages
‘work. its. certificate of ' Incorporation stqtes that of their development. Each vear, TUSIAD prepares

: ; ‘ -~ * and publishes highly researched -studies e
: II}EISfLArg_S":tur:ﬂ:g;g:q':'i?gir:gs?oI"sc;:?y p;gn';?;ewp;:!')(llc ‘presenting different views for the discussion -of these
Ithiatey documents and setting out the unofficial *

in the open-minded and straight forward spirit which : i
- characterizes all efforts to ‘seek, to learn, and to . opinion of the business commun’tv on

promulgote the truth. - S ' . these: public  Issues.

Deliverliig Information . .
_Publications, meetings and news releases are the:
primiary means -by which TUSIAD shdres ‘business
and economic intélligence with its various audiences.

« Anfwal Economic Country Reports (in English} -
Every year an English Repbrt is published )

" Public Information - o
In keeping with its responsibility to enhbance
public understanding of the business and

. TUSIAD reqularly receives a great varisty of economic. system, TUSIAD conducts a very active
s_tatistlculrs’eries and analyses’ describing what ‘ . Information program for news media in Turkey
‘. Is happenihg In Significont segments.of the . . :  and throughout the world. '

economy. They are of special value to Parliament
.dnd government members, government “ofticlals ‘and-
-private sector *executives, economists ond other
professionals in both the public and private
-goctors, and to the news media. .

Releases are drofted. for most TUSIAD studies,
presenting the major findings in language and .
style which are acceptable to the media and |
understandoble to the general public. They are
distributed regularly to éditors, writers, columnists

. Publications .. Sl - : ‘ and opinion leaders of newspopers, magozines,
~ TOSIAD delivers . published research and " radio and television news syndicates, and wire
.~ Inférmation in a variety or forms-from single . services here and abroad. Members of the
sheet tables, chorts or text to major studies . working press are welcome to anything that -
~ running to several hundred -poges. The flow of this ° . TUSIAD publishes and are encouroged,to use--
- " “materigl -is continuous throughout the year, with o Tl"J$lAD as an information resource when facts qnd_. ‘
TOSIAD distributing roughly 200000 published’ items. perspectives are needed. Senior research :
annuofly to -members and Assdciates and others specialists devote an appreciable - amount of
~in the. country and arcund: the. world. . . .time to assisting news people, either with
TOSIAD reports ‘are for lay audiences and _interviews or with background information.
considerable “effort is devoted rmaking them _'. The press both in Turkey and abroad, make
clear, concise and objective. Technical Jargon is constant use of TUSIAD research and conference.
ovoided wherever possible, and great care is oddresses ‘as the factual basis of news stories, .
“taken to ensure that research publications : editorial comment, feature articles, and broadcasts
. present fact and not oplinion. S on the course of business and the economy.

This widespread use of TUSIAD work provides: a
- measure of TUSIAD acceptance as an cbjective
source of information for the general public

1]

_ Among ‘TUSIAD economic series- and reports are : " as well as for the public and the private sectors of
- = GORDS : o . business' and industry.
A morithly review of economic’ topics. . o ) - Seminars : .
in - the. best contempotary magazine [ournalistic ) Seminars ore important means of communicating
tradition, the professionally edited monthly i information developed by TUSIAD. :l'hev are
magazine, GORUS carrles articles by researchers intensive - instructional vehicles designed to
. from many fields of ehdesvour. This is a publication . broaden participants’ uhderstanding
of factual presentation. Every month 5.000 coples are of spectific issues.
. printed for country -wide distribution. : Mgelings - S
» «Conjonciures Reports - o Eoch year TUSIAD conducts several meetings in -

‘various locations -around the country. ‘Each
session Is attended by many members, chief
exscutives of major public and privote )
corporations, University. professors, editars of
the news media, and very often, government
' officials. There Is no,attempt to reach

TUSIAD economists carefully. study the economic
conjoncture within Turkey as well as the'
) International developments, and publish 3 conjoncture
"+ reports. Throughout the years, these reports.
have had ‘a wide distribution. ‘

u, Sector studles S : conclusions or- formulate plans of action. Rather,
"TOSIAD also publishes various sactor studies . the benefit is~in the opportunity that the meetings
- which examine both the bottienecks and the - ’ offer all particlpants to compare experlences and
;opportunities existing in different sectors: ' to share with their peers their opinions on the

of the economy. emerging business social-political issues of the times. ‘



]

" Speckers are drawn from. business, labour,

government, academies, foundations, ossociations
and other sources of experiise. Audiences of
geveral hundred are usual '

" As ‘with TOSIAD's research, the open conferences
- deal with forces affecting business and the economy.,
- il

The news media are encouraged to cover opén
conferences, and on occasion edited transcripts

-gre prepared for distribution to' members. In

addition to their role as communication [
vehicles, most of the TUSIAD meetings generate.
ideas or provide perspective for the research
programmes. ‘ f

Promoting Beiter Un'derstcmding

Botween Business and Government

With the growing need for involvement in

public policy issues by privote sector leaders,
TOSIAD carries progmmmes in order to contribute to
professional development and communlcatlon

in this fleld.

Sharing With Others

In' the broudest sense, Information developed

by TUSIAD belongs to the country. TUSIAD
publicotions are not -copyrighted, and everyone
has the right to quote from or to reprint this
mder_iu’l. This is done In the belief that other
responsible parties can help TUSIAD to achieve
its mission of creating broader understanding of
business and economic activity.. Scholars are
frequent ‘users of TUSIAD research findings, and
the broad range of publications containing
passages -from TUSIAD reports attests to the
confidence which the academic community

“places In TOUSIAD's objectivity and.

scientific methods.

WHERE. TUSIAD STANDS
in Turkey, the share of the private sector in the value
added of the manufacturing industry is 8.1 percent.

TUSIAD members, through the assoclote companies,
represent about half of the p"roduction and
employment of large manufacturing industry. A
But also. through associate member compantes,
TUSIAD represents major proportion of the private sector
banking community, Insurance companies, the
construction sector and other service sectors.

The members of TUSIAD are not more than 211

but the number of associate companies is about 1000,
TUSIAD was founded in August 1971 under the
«Voluntary Associations Lawp of Turkey. Its™
membership is voluntary as well, and candidates

for membership are according to TUSIAD's by law
carefully examined and eventually accepted by its
Board which is composed of leading industrialists
and businessmen of Turkey,

Mambers can only be indiviluals, therefore
companies are represented in TOSIAD through-

their main shareholders, presidents, chairmen

or top managers.

—

,The principa!l business and profassronu[ orgdnlzations
ln Turkey today are -

Chambers of Commerce
Chombers of Industry
Produce Exchanges
Chambers of Shipping

It is compulsory for -every businessman and company

‘to join his/their local ‘Chamber (or Chambers}.

These Chambers are ali affiliated to The Unlon of
Chambers of Commerce, Industry and Shipping
& Produce Exchanges of Turkey.

Trodesmen’s Associations

Craftsmen’'s Associations

Tradesmen’s & Craftsmen's Assoclutlons

Everyone with a commercial, industrial or professional
activity must join his or her appropriate association.
and all these associgtions are in turn members of
The Turkish Confederation of Tradesmen & Craftsmen.

Chambers of Agriculture

Although membership is not compursory, thsse
Ghambers are representative of farmers country-wide
and they are affiliated to The Turkish Union of
Chambers of Agrlculruro.' :
Employer Assoclations

Federations of Employers’ Associations

Membership of these bodies is not compulsory for

 employers but their confederation, The Turkish

Confederation of Employer Assoclations, is for
employers the nationally recognised represantutiva
body in so for as collective bargaining ond
labour relatlons.‘etc are concerned,

The Free Enterprise Councll has the participation of
The Union of Chambers of Commerce, Industry &
Shipping & Produce Exchanges of Turkey, i
The Turkish Confederation of Employer Associations, -
The Turkish -Confederation of Tradesmen & Craftsmen,

The Turkish Union of Chambers of Industry and TUSIAD. -

The Council is thus in a posmon to represent
Free Enterprise in the broadest possible sense.

All TUSIAD members, personally ot through their
companigs, are members of at least one of the

Chambers mentioned above and most of them are also

members of one of the employers’ associations.
State Economic Enterprises must [oin their local
Chambers ond may glso [oin one employers’
association in their field of activity.
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Honorary Chairman _ Chairman.
'Vohbi KOG - ‘ . Dr. Nejat F. ECZAC[BA$|
" Chalrman of the Board . : Chulrman of the Board
!(OC HOLDING .Co.,  Inc. ECZACIBAS! HOLDING Co., Inc.
" Vice Chalrman o Vice Chairman - )
Sokip SABANCI | ' Sinast ‘ERTAN
Gnairman of the Board " Chairman

“SABANCI HOLDING Co., Inc. LINION OF AEGEAN REGION
’ B CHAMBERS OF INDUSTRY

Vice Chairman. ' C
Dr. §. Sahap KOCATOPGU |

v ~

BOARD OF DIREOTORS

‘President ‘ Membar o
Al KOCMAN . Bmer DINGKOK
Chairman of the Board  Chairman of the Board
KOCTUG LINES Co., Inc. - AKSLU. GROUP OF COMPANIES
) !
‘Vice President . Member _
Rahm!t M. KOG © Saklr ECZACIBA$||
Vice ‘Chairman - President Vice Chairmon
and Chalrman of Executlve .- ECZACIBASI. HOLDING 00 ‘Inc.
Committee KOC. HOLDING Co.,. Inc. Member
, - Vice President , Nurettin KOCAK .
Asim KOCABIYIK. . C Chuirmqh of the Bohrd

Chairman of the Board . KUTLUTAG HOLDING Co., inc )

BORUSAN INDUSTRY Group Of Co. Memiber

‘ : Melith OZAKAT.
Treasurer o
Selman YASAR .Chairman of the Boord

' ) OZAKAT GROUP OF COMPANIES
Vice Chairman of the Board
YASAR HOLDING Co., Inc. . Member
Osman BOYNER

Mémber
Orhun AKER Chairman of the Board

: . " ALTINYILDIZ GROUP OF COMPANIES

-

Chairman of the Board : Member . .
AKER GROUP OF COMPANIES Secretary General

' ' * Ertugrul fhsan O2OL

i

: | —

TORK SANAYVICILERI VE IS ADAMLARI DERNEGI
Cumhuriyet Caddesl Ferah Apt. 233/9 Harblye - Istanbul
Tol. : 462412 - 401205 °  Telex : 22318 TSAD TR.
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Eli ACIMAN

Hayrl ADANALI
Yilmaz ADIGUZEL
Necati AKCAGLILAR
Orhan AKER

Oner AKGERMAN
Haydar AKIN,

* Rogtd AKIN

Cabl AKMAN
Holuk "AKSUYEK
Ishak ALATON
Hulki ALISBAH
Erdéem ALP
Tayfur ALTAY
Sadi ARAL

Sener ARAL
Pinar ARAN
Samim ARDUMAN
Fethi ARMAN
Haydar ARYAL
All Irfan "ASHABOGLU
Oktay ATASU

“Cemal ATAY
_LGE BANAT

Pekin . BARAN

Rifat BAYAZIT
Ahmet BAYRAKTAR
Hiiseyin BAYRAKTAR
Hamit Belig BELL}’
Ziva BENGU
Feyyaz BERKER
Fuat BEZMEN -
Halil BEZMEN
Refik ‘BEZMEN
Alber BILEN

Din¢ BILGIN
Almet BINBIR
Mustafa BIRGI _
Necmeltin BITLIS
ibrahim BODUR

Ahmet Aydm BOLAK

Cem BOYNER
Osman BOYNER
Fred BURLA
Miicahit BUKTAS
Umur BOKTAS

All Riza CARMIKLI
Orhan , CARMIKLY
Fahir CELIKBAS
Hulusi GCETINOGLU

1. UOstiin CEVIK .

&, Cavit CITAK
Ozer CILLER

Oduz DAGDELEN

Rasin DEMIRSOY

" Orhan DEMIRTAS
Omer DINCKOK
‘Ralf DINGKOK

Aydin DOGAN
Faruk DOLAY

. Aydin DUNDAR

Faruk V. EBUBEKIR
Billent ECZACIBASI
Nejat ECZACIBASI

Sokir ECZACIBASI

Serif EGEL!

Onver- EGRIKAVUK
Ekreny ELGINKAN

- Tevflk ERCAN

ihsan. EREZ

Zekai EREZ
Mimin ERKUNT
Bahri ERS0Z
Sinasi ERTAN
Ersin FARALYALI
I, Sevki FIGEN
Uzeyir GARIH
Muzaffer GAZIOGLU
Saban GAZIOGLU
Nurultah GEZGIN
Necmettin GOKGE
Nihat GOKYIGIT
All GOMEC

Haluk GONENCER
Emre GONENSAY
Erdogon GONUL
Sadi GUCUM
Hosan GULESCI

“ Burhan GUNERGUN

Asaf GUNERI
Fikret -GUREL
Nurl GOVEN -
Vitall HAKKO

. Kemal HARACCI

Sezen HARACC!
Kadir HASOGLU
Hicri HAZNEDAROGLU
Mehmet HUNTURK
Kemal [ILICAK

M. Orhan ISIK
Turgut 1SIK

Rafet IBRAHIMOGLU
Fohir ILKEL

Kemal INCE

Metin IPLIKCI

‘Esat Ali {2

Galip JABBAN
Jak KAMHI. .
Firuz KANATLI
Ercliment KARACAN

. Qfuz KARAHAN

Denilr KARAMANCI
Selahottin KARAOGLU
1. Halil KAYA

Nail KECILI

Eren KEMAHLE

Can KIRAC

Inan KIRAQ

Asim KOCABIYIK
Cahit KOCAOMER

S. Sahap KOCATOPGU

. Rohmi M:- KGC

Vehbi KOG

Nurettin KOCAK

All KOCMAN

Halis KOMILI

Cemal KULU

Sinan M. KURANER
Nuh KUSCULU

Tugrul KUTADGOBILIK
E. Sabri KOGUKONAT
Metin LEBLEBIGIOGLU
izi LEVI

Ali MANSUR -

A. lbrahim MUDERRISOGLU

All MUDERRISOGLU

Kemal MUDERRISQGLU )

Bernar NAHUM
Ali NARIN
Halit NARIN

- All NEYZI

Ali NizAMOGLU
Kamil OBA

Turhan ONUR

Talot QRHON

Ergiin OZAKAT
Melih OZAKAT
Korkut OZAL
Erciment OZDOYURAN
Ismail OZDOYURAN
Kemal OZDOYURAN
Ahmet OZKOSEOGLU
E. Ihsan OZOL

. Haluk OZSARUHAN

Rasit OZSARUHAN
Vedat OZSEZEN
Bedrettin OZTEMIR

Hiseyin OZYAVUZ -
Hiosna OZYEGIN - .

Turkish
Industna,hsts
and S
Busmessmens—~
-Association

 Ertudrul SOYSAL

- Zihtit $ENYUVA

‘Hiseyin Tagkimn PEKCAN
Erol SABANCI: '
Giiler SABANCI
Sakip SABANCI

Altan SAGANAK
Ahmet SAPMAZ
Faruk SARC )
Sefa SELGECEN
Kamuran SERTEL
Erol SiMAV]

Dindar SOYER -

Sabahattin SUNGUROG
‘Fugt SOREN" "~
Ayhan' SAHENK -

{brahim SENSOY






