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FOREWORD

"Turkish Economy 1987" is published is
the twelfth consecutive annual report
published in English by the Secretariat of
"TUSIAD"” The Turkish Industrialists’ and
Businessmen's Association. This survey 1is
now accepted as an authoritative work of
reference on the Turkish Economy throughout
the business world,

The main sources used in the prepara-
tion of this Report were the various pub-
lications of the State Planning Organization,
the Ministry of Finance and other Ministries,
the Central Bank and of the State Institute
of Statistics, of the ANKA, IKA and EBA News
Agencies and of the IMF, GATT, the IBRD and
the OQOECD. ‘

This report was prepared by the TUSIAD
research group, which included (in alphabeti-
cal order) Ayda Alpat, Nilglin Demirtas, Ah-
met Ertirk, Erol Kog¢, Cem Payaslioglu, Ah-
met Turun¢. Profs.Dr.Erdogan Alkin. Demir
Pemirgil, Stileyman Ozmucur, and adviser Adnan
Bliylikdeniz made contributions and comments
in their respective fields of specialisation.

Final editing of this report rested
with Mr.E.Ihsan Ozol, the TUSIAD Secretary
General. It is emphasised that the Report
does not necessarily reflect the views of
TUSIAD members nor, of course is it to be
considered in anyway whatever to be an offi-
cial, governmental publication.

Thanks are due to Leyla Dincmen, Gunay
Bilge and Giiniz Bursalioglu for their sec-
retarial and production work.

Copies of this report are available from
the Association on a single order or subs-
cription basis,
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THE TURKISH ECONOMY AT 1986






CHAPTER I

NaT1oNAL ACCOUNTS, INVESTMENTS.
PrLic FINANCE, PropucTionN AND EMPLOYMENT

1) GNP Performance in 1986

After poor performances in 1985, with agriculture growing by
2.8 percent, industry by 6.6 percent and services by 4.6, all three
sectors did remarkably well in 1986. Agriculture grew by 7.4 percent,
industry by 11.1 percent and services by 7 percent,

As a result of these developments, the Gross Domestic Product
increased by 8.3 percent in real terms in 1986, as compared to 5.1
percent in 1985, and the Gross National Product improved by 8 per-

cent as compared to 3.1 percent.

When compared to the 4.6 percent average GNP growth rate for
the period 1981-1985, the growth rate of 8 percent is remarkably
high in both the international as well as the national context.

Within the three agricultural subsectors, agriculture and live-
stock production performed at 7.7 percent, a rate markedly higher
than the 3 percent achieved in 1985. Fishing performed even better,
raising its growth rate from 2 percent in 1983 to 7.8 percent last
year. Value added in forestry decreased by 4.8 percent in 1985 and
this trend continued in 1986 with a decrease of 3.7 percent.

The overall 7.4 percent growth of the agricultural sector is
no less than two-and-az-half times higher than the 3 percent average
rate of the past three decades.

Industry grew by 11.1 percent in 1986, a rate which exceeds by
50 percent the annual average of 7.4 percent of previous five years,
The 11.1 percent growth of industry is most nearly comparable to the
peaks of 9.1 percent in 1981 and 8.8 percent in 1984; the growth rates

for 1982, 1983 and 1985 were as low as 6.3 percent, 6.4 percent and
6.6 percent, respectively. '

Among the three sub-sectors of industry, it is manufacturing
which showed the biggest improvement, raising its growth rate from
5.7 percent in 1985 to 10.5 percent in 1986. The mining and quarrying
growth rate increased from 11.6 percent in 1985 to 14.4 percent in
1986. Growth in the electricity, gas and water sub-sector increased
from 11.6 percent in 1985 to 14.9 percent last year.



Following four years of stagnation in the construction sector,
a limited revival took place in 1984, with a rate of growth of 2
percent and in 1983 with an improvement of 2.9 percent.An explosion
took place in this sector in 1986, raising the growth rate to an
unprecedented 8.2 percent.

Growth in all services, including government services, accelerated
in 1986 as compared to 1985, business and personal services from
4.9 percent to 8.8 percent, wholesale and retail trade from 6.5
to 9.8 percent, transportation and communications from 5.3 to 6.8
percent, ownership of dwellings from 2.6 to 3.5 percent, government
services from 3.3 to 3.7 percent, and financial institutions from
3.5 to 3.7 percent.

1986 GROSS NATIONAL PRODUCT (GNP)
BY SECTORAL ECONOMIC ACTIVITY IN PRODUCERS'VALUES AT 196€ PRICES

(TL. milTion)

' . Sectoral Growth Sectoral Growth
Sector 1985 Share % Rate % 1986 Share % Rate %

Agriculture 52840.8 20.5 2.8 56766.5 20.4 7.4
-Agriculture and livestock 50669.7 19.6 3.0 54578 .5 19.6 7.7
production
~Forestry 1328.3 0.5 -4.8 1278.5 0.5 -3.7
-Fishing 842.8 0.4 2.0 908.5 0.3 7.8
Industry 70847.8 27.5 6.6 78734 .4 28.2 11.1
-Mining and quarrying 4617.9 1.8 11.6 5282.9 1.9 14.4
-Manufacturing 60151.4 23.3 5.7 66467.3 23.8 10.5
-Electricity,Gas and Water 6078.5 2.4 11.6 6984 .2 2.5 14.9
Construction 14041 .0 5.5 2.9 15i86.7 5.5 8.2
Wholesale and Retail Trade 37018.0 14.3 6.5 40645.8 14.6 9.8
Transportation and Communications 22511.7 8.7 5.3 24042.5 8.6 6.8
Financial Institutions 7842.6 3.0 3.5 8131.2 2.9 3.7
Ownership of Dwellings 17264 .7 5.0 7.6 13309.3 41.8. 3.5
Business and Personal Services 13104.7 5.1 4.9 14251.4 5.1 8.8
(Less)Imp.Bank.Services Charges 4338.4 1.7 3.5 4498, 1 1.6 3.7
Sectoral Tetal 226732.4 - 4.9 246569.7 - 8.7
Government Services 24864 .0 9.6 3.3 25774.0 9.2 3.7
Total 251596.4 - 4.8 272343.7 - 8.2
Import Duties 58493 2.3 22.6 6495.4 2.3 9.2
GDP (In purchasers' values) 257545.7 - 5.1 278839.1 - 8.3
Net Factor Income From the Rest
of the World 624.4 0.2 2.7 44 ] - -92.9
GNP (In purchasers' values) 258170.1 100.1 5.1 278883.2 100.0 8.0

Source: State Jnstitute of Statistics - 3rd estimates as of 31st March 1987.



1986 GROSS MATIONAL PRODUCT (GNP)
BY SECTORAL ECONOMIC ACTIVITY IN PRODUCERS' VALUES AT CURRENT PRICES

(TL. miliion)

1985 Sectoral Growth 1986 Sectoral Growth

Kind of Economic Activity Share % Rate 4 Share 9% Rate %
Agriculture 4891352.9 17.6 4.1 6631901.4 16.9 35.6
- Agriculture and livestock 4672442.1 16.8 40.9 6243422.0 15.9 + 33.6
production
- Forestry 142606.1 0.5 31.2 235300.0 0.6 65.0
- Fishing 76304.7 0.3 87.5 153179.4 0.4 100.7
Industry 8753327.8 31.5 58.2 12788968.5 32.6 46.1
- Mining and quarrying 645530.8 2.3 73.8 792260.0 2.0 22.7
- Manufacturing 6952620.7  25.0 43.8 10235526.8 26.1 47.2
- Electricity, Gas and MWater 1155176.3 4.2 122.3 1761181.7 4.5 2.5
Construction 1044956.6 3.8 45.8 15725565.2 4.0 50.5
Wholesale and Retail Trade 4762783.1 17.1 49_9 6707903.7 17.1 40.8
Transportation and Communications 2741038.6 9.9 52.6 3824297.1 9.8 39.5
Financial Institutions 834625.9 3.0 51.4 1181162.6 3.0 4]1.5
Ownership of Dwellings 1149856.6 4.1 45.1 1651194.1 4.2 43.6
Business and Personal Services 1525838.9 5.5 50.8 2168369.7 5.5 12.1
(Less)Imputed Bank.Serv.Charges 416291.1 1.5 51.4 589135.2 1.5 41.5
Sectoral Total 2528748%9.3 - 50.8 35937217.1 - 42.1
-| Government Services 1440999.0 5.2 36.4 2073309.4 5.3 43.9
Total : 26728488.3 - 49.9  38010526.5 - 42.2
Import Duties 823347.0 3.0 112.9 1158177.0 3.0 40.7
GDP (In purchasers' value) 27551835.3 - 51.3 38168703.5 ~ A2.2
Net Factor Income From the Rest
of the World ‘ 237579.5 0.8 46.0 21776.6 0.1 -90.8
GNP (In purchasers' values) 2778%414.8 10C.0 51.2 39190480.1 100.0 41.0
Source: State Institute of Statistics - 3rd estimates, as of 31st March, 1987
GNP GROWTH BY MAIN ECONOMIC SECTORS
(In Producers' Values at 1968 Prices)
Percentage
1978 1979 1980 1981 1982 1983 1984 1985 1986
Agriculture 2.8 2.8 1.7 0.1 6.2 -0.1 3.5 2.8 7.4
Industry 3.4 -4.7 -2.9 9.1 6.3 6.4 8.8 6.6 11.1
Construction 4.2 4.2 0.8 0.4 0.5 0.6 2.0 2.9 8.2
Services 3.8 0.4 0.1 1.8 3.6 3.6 5.6 4.6 7.0
GDP 2.8 -0.9 -0.7 4.3 5.0 3.7 5.7 5.1 8.3
GNP 2.9 -0.4 -1.1 4.1 4.6 3.3 5.9 5.1 8.0




GNP GROWTH BY MAIN ECONOMIC SECTORS
(At Factor Cost at 1968 Prices)

Percentage

1978 1979 1980 1981 1982 1983 1984 1985 1986

Agriculture 2.7 2.8 1.7 0.1 6.4 -0.1 3.5 2.4 7.7
Industry 6.6 -5.6 -5.8 7.2 4.6 8.2 9.3 6.3 9.0
Services 4,1 0.2 -0.2 4.8 4.1 4.2 5.3 3.2 6.3
GDP 4.3 -0.6 -1.0 4.2 4.8 4.1 5.8 4.2 7.3
GNP 2.9 -0.4 -1.1 4.1 4.6 3.3 5.9 5.1 8.0

In 1986, the implicit national product price deflators were
30.7 percent for the sectoral total, 31.4 percent for the sectoral
total nlus government services, 31.3 percent for the Gross Domestic
Product, and 30.6 percent for the Gross National Product. On the
other hand, the internal terms of trade reflected lower price inc-
reases for agriculture and higher for industry and this was the
main reason for the lower inflation rate. The implicit price def-
lator is 26.3 percent in agriculture and 33.2 percent in manufacturing,
The contrast in price increases in agriculture and industry for the
last two vears indicates the inertial aspect of industrial price
increases and the volatile aspect of agricultural price increases.

The difference between the relative increases of agriculture
versus industry was much higher at the first estimation of GNP
published on the 8th of August 1986. Then, the implicit price
deflator was 27.6 percent for agriculture and 35,8 percent for
manufacturing,

It was reduced to 24.9 and 34.2 percent in the second estimation,
published on 18th of November 1986. As stated above, at the third
estimation, the implicit price deflator for agriculture was inc-
reased to 26.3 and that for industry was reduced further, to 33.2,
while the GNP deflator was reduced from 32.8 percent in the first,
to 30.8 percent in the second and further, to 30.6 percent, in the
third estimation.

As a result of the sectoral developments in 1986, agriculture’s
share of GNP at constant 1968 prices decreased from 20.5 percent in
1985 to 20.4 percent in 1986; that of industry increased from 27.4

.percent to 28.2 percent, and that of services decreased from 52.1

percent to 351.4 percent.

At current prices, the relative changes in GNP shares were more
marked. That of agriculture was reduced from 17.5 to 16.9 percent
and that of industry increased from 31.6 to 32.8§ percent.




GNP SHARES OF THE MAIN ECONOMIC SECTORS
(at constant 1968 prices)

at producers' values

at factor cost

1982 1983 1984 1965 1586 1962 1983 1984 1985 1986
Agriculture 22.1 21.4 20.9 20,5 20.4 21.4 20.8 20.3 19.8 19.7
Industry 25.6 26.4 27.1 27.4 28.2 20.5 21.5 22.2 22.5 22,7
Services 52.3 52.2 52.0 52.1 51.4 L8.7 8.0 k7.7 u8.1 L7.
Net Indirect
Taxes 9.4 9.7 9.8 9.6 10.3
GNP 100.0 100.0 i00.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

GMP SHARES OF THE MAIM ECONOMIC SECTORS
(at current prices) ~
‘ at producers' prices at facltor cost

1982 1983 1984 1985 1986 1982 1983 1984 1985 1986
Agriculture 19.5 18.7 18.9 17.5 16.9 19.2 18.3 18.5 17.2 16.5
Industry 28.1 29.6 30.1 31.6 32.6 25.1 26.9 27.9 29.0 29.0
Services 52.4 51.7 51.0 50.9 50.5 48, 47.5 47.9 by .9 4y .3
Net Indirect
Taxes 7.0 7.3 5.7 B.9 10.2
GNP 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Per capita income increased by 5.4 percent, more than double
the 1985 increase of 2.5 percent. The trend value increase in per
capita income for the last two decades is only 2.9 percent so the

unusually sharp increase in per capita income last vear will affect
aggregate demand in the first half of 1987.

Expressed in US dollars, national income data shows the following

changes in the last three vears:

Per capita income in current prices amounted to TL 760,301

1984
1985
1986

Mid=-Year Per Capita
GNP Population GNP
{S Billion) (Thousands) (3)
49,0 49,070 998.3
52.6 50,306 1,045.3
57.6 51,546 1,116.6

in 1986, or TL 63,358 per month.




PER CAPITA GNP
{1963-1986)

Population At Current At 1968

Years Mid - Year Producers' Producers' Real %

000 Prices TL. Prices TL. Change
1963 . 29665 2151 2839
1964 30394 2346 2883 1.5
1965 31151 2463 2901 0.6
1966 31934 2863 3168 8.2
1967 32750 3099 3220 1.6
1968 32585 3350 3350 4.0
1969 34442 3626 3443 2.8
1970 35321 4184 3551 3.1
1971 36215 5318 3816 7.5
1972 37132 6485 3999 4.8
1973 38072 8138 b110 2.8
1974 39036 10941 4304 4.7
1975 Loo2s 13386 4532 5.3
1976 40933 16366 4771 5.3
1977 41768 20890 4869 2.1
1978 L2640 30270 k906 0.8
1979 43530 50529 4786 -2.4
1980 LuL38 99805 4638 -3.1
1981 45540 143909 4714 1.6
1982 466838 187093 4807 2.0
1983 47864 241348 4844 0.8
1984 59070 374462 5006 3.3
1985 50306 552408 5132 2.5
1986 51546 760301 5410 5.4

2) Macro Equilibrium of the Economy

In so far as GNP shares are concerned, the main features of
the macro economic equilibrium of the economy in 1986 may Dbe
summarized as follows:

The foreign deficit increased from 1.9 percent of GNP in 1985

to 2.2 percent in 1586, expanding the availability of total resources
from 101.9 percent in 1985 to 102.2 percent in 1986,

Total investment increased considerably, from 20.5 percent in
1985 to 23.1 percent in 1986, whilst fixed capital investment inc-
reased from 19.6 percent to 22 percent. Both private as well as
public fixed capital investment expanded considerably. Public in-
vestment increased bv 1.4 percentage GNP points from 11.2 percent
to 12.6 percent, and private investment by 1 percentage GNP point
from 8.4 to 9.4 percent,

Total consumption decreased from 81.4 percent of GNP to 79.0
percent in 1986,



Public disposable income decreased slightly, from 17.7 percent
to 17.4 percent of GNP. Public consumption expenditure remained at
8.5 percent, while savings decreased slightly, from 9.2 percent to
8.9 percent. Public investment increased considerably, from 11 per-
cent to 12.1 percent of GNP, raising substantially the investment-
savings gap from 1.8 percent to 3.3 percent of GNP. This is indicative
of the pressure to borrow from the public sector and of the extent
of the crowding out of the private sector in the money and capital

markets.

The insistence upon expansion of public investment in the face
of decreased public disposable income is reflected in the decreased
savings ratio and in the increased investment/savings gap.

Private disposable income increased slightly to 82.5 percent
in 1986, with consumption decreasing from 73 percent to 70.5 per-
cent and savings rising from 9.4 to 12.1 percent of GNP; investment
increased to a smaller extent, from 9.5 to 11 percent, raising the
invesgmentﬁsavings gap, or excess savings, from practically =zero
(0.1 percent) to 1.1 percent of GNP.

MACRO EQUILIBRIUM OF THE ECONOMY
{as percentages of GNP}

1985 1985 19865
GNP 100.0 100.0 100.0
Foreign Deficit 1.9 1.2 2.2
Total Resources 101.9 101.2 102.2
Total Investment 20.5 22.1 23.1
Fixed Capital Investment 19.6 21.3 22.0
Public ) 11.2 12.3 12.6
Private 8.4 9.0 9.4
Stock Changes 0.9 0.8 1.1
Public (0.1) (0.2) {(0.4)
Private 1.0 1.0 1.5
Consumption 81.4 79.0 79.0
Public Sector
Disposable Income 17.7 19.0 17 .4
Consumption 8.4 8.6 8.5
Savings 9.2 10.4 8.9
Investment 11.0 12.1 12.1
Inv.-Savings Gap {1.8) (1.7) (3.3)
Private Sector
Disposable Income 82.3 81.0 82.5
Consumption 73.0 70.4 70.5
Savings 9.4 10.5 12.1
Investment 9.5 10.0 11.0
Inv.-Savings Gap 0.1 0.5 1.1
Total Domestic Savings 18.6 21.0 21.0

% At 1986 prices
“*Estimated

Source: State Planning Organization



MACRO EQUILIBRIUM OF THE ECONOMY

(at current prices)
(TL. billion)
1985 1985 1986%% Real

(1) {2) {3) (3)/(1) (3)/(2)
G.N.P. 27715 36823 39679 43.2 7.8
Foreign deficit 525 435 878 67.2 101.8
Total Resources 28240 37258 40557 43.6 8.8
Total lnvestment 5682 8155 9201 61.9 12.8
Fixed Capital investment shi2 7836 8743 60.6 11.6

Public 3107 4530 4991 - 60.6 10.2

Private 2333 3306 3752 60.8 13.5
Stock Changes 240 319 458 90.8 43 .6

Public (48) (64) (152)

Private 288 383 611 112.1 53.5
Consumption 22553 29103 31355 39.0 7.7
Public Sector

Disposable lncome 4394 7001 6925 b1.5 - 1.1

Consumption 2332 3164 3398 45,7 7.k

Savings 2563 3837 3527 37.6 - 8.1

Investment 3059 LLE6 4839 £8.2 8.4

Inv.-Savings Gap (k97) (630) (1312) 163.9
Private Sector

Disposable Income 22821 29822 32754 43,5 9.8

Consumption 20227 25939 27957 38.2 7.8

Savings 2594 3883 4796 84.9 23.5

Investment 2621 3689 4362 6.4 18.2

tnv.-~Savings Gap 28 195 433 1446 .4 122.1
Total Domestic Savings 5157 7720 8324 61.4 7.8
Fixed Capital Inv./GNP 19.6 21.2 22.0
Domestic Savings/GNP 18.6 21.0 21.0

at 1986 prices
#% Estimated

Source: State Planning Organization

The public sector’'s savings gap of 3.3 percent of GNP absorbed
the whole of foreign deficit, which was 2.2 percent of GNP, along
with the private sector's excess savings of 1.1 percent of GNP.

FINANCING OF PUBLIC SECTOR'S INVESTMENTS

{TL.billion)

193¢ 1981 19382 1953 7984 1985 1986

Public Savings 233.0 565.0 781.0 961.0 1400.0 2563.0 3527.0

Public !nvestments 509.0 877.0 1062.0 1137.0 1833.0 3059.0 4839.0
Public !nvestment/

Saving Gap 276.0 312.0 281.0 176.0 433.0 497.0 1312.0

GAP /GNP 6.2 .7 3.2 1.5 2.4 1.8 3.3




Most of the public sector indicators reflect unfavourable deve-
lopments in 1986.

Public disposable income, which rose well in 1985, to 17.7
percent of GNP from 16.4 percent in 1984, receded to 17.5 percent
in 1986.

Public investments as a percentage of total domestic savings
which dropped to 59.3 percent in 1985, fell further, to 58,1 percent
in 1986.

Between 1980 and 1982, public savings as a percentage of total
domestic savings showed a gradual rise from 33 percent in 1980 to
49,8 percent in 1982. This rise was interrupted in 1984 with a fall
to 45.2 percent; in 1985 there was a recovery with a rise to 49,5
percent, but this was short lived as the ratio was reduced to 42.4
percent in 1986.

Private savings which provided 54.8 percent of total domestic
savings in 1984, fell to 50.5 percent in 1985 but jumped to 57.6
percent in 1986. . :

SAVINGS AS A PERCENTAGE OF GNP

Public Private Domestic Foreign Tot§I
Years Savings Savings Savings Savings Savings
b
1963/67 7.1 8.5 15.6 1.8 17.
1968/72 8.6 9.8 18.3 1.3 19.2
1973/77 7.9 10.1 18.0 3.6 21.
1978/82 6.4 13.1 19.8 3.1 22.9
198 8.3 7.7 16.0 3.5 19.5
1382 7.6 9.2 16.8 2.8 19.6
1985 9.2 g.4 18.6 1.9 20.5
1986 8.9 12.1 21.0 2.2 23.2

Thanks to the improvement in private savings, total domestic
savings increased from 18.6 percent of GNP in 1985 to 21 percent
last year. To sum up,in 1984 domestic savings increased by 0.8
GNP.points as a result of an increase of 1.5 GNP points in private
savings, and a decrease of 0.7 GNP points of public savings. Domestic
savings continued to increase in 1985, this time by 1.8 GNP points,
mainly because of a 1.6 GNP points increase in public savings, while
private savings increased by only 0.2 GNP points. In 1986, domestic
savings increased further, by 2.4 GNP points because of the rise in
private savings by 2.7 GNP points, while public savings decreased
by 0,3 GNP points,

Total savings did not increase much in 1985 as some of the inc-
rease in domestic savings was counter-balanced by a decrease in
foreign savings from 2.8 percent of GNP in 1984 to 1.9 percent in
1985. In 1986, in addition to the increase of domestic savings, there
was also an increase of foreign savings, from 1.9 percent of GNP to
2.2 percent.
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PR.D.I/ PR.S/ PR.S/ PU.D.I/ PU.S/ PU.S/ DOM.S/ FOR.S/ 70T.S/

GNP PR.D.I GNP GNP PU.D.I. GNP GNP GNP GNP
1963 0.823 0.073 0.060 0.176 0.371 0.065 0.125 0.044 0.169
1964 0.819 0.107 0.088 0.181 0.354 0.064 0:152 0.014 0.166
1965 0.809 0.108 0.087 0.190 0.367 0.070 0.157 0.009 0.160
1966 0.808 0.119 0.096 0.191 ¢.400 0.077 0.173 0.015 0.188
1967 0.802 0.118 0.095 0.198 0.404h 0.080 0.175 0.010 0.185
1963/1967 0.812 0.105 0.085 0.187 0.379 0.071 0.156 0.018 0.175
1968 0.795 0.117 0.093 0.205 0.433 0.089 0.182 0.018 0.200
1969 0.793 0.123 0.097 0.207 0.429 0.089 0.186 06.015 0.201
1970 0.796 0.126 0.100 0.204 0.415 0.085 0.18%5 0.013 0.198
1971 0.795 0.132 0.103 0.205 0.368 0.075 0.178 0.008 0.186
1972 0.794 0.117 3.093 0.206 0.436 0.030 0.183 - 0.183
1968/1972 0.795 0.123 0.098 0,205 0.415 0.086 0.183 g.013 0.196
18973 0.793 0.143 0.114 0.207 0.425 0.088 0.202 0.021 0.181
1974 0.817 0.125 0.102 0.187 0.401 0.074 0.174 0.023 0.197
1975 0.790 0.111 0.088 0.209 0.429 0.089 0.177 0.052 0.229
1976 0.786 0.120 0.09% 0.206 0.392 0.081 0.175 0.056 0.231
1977 0.790 0.138 0.108 0.2M1 0.297 0.068 0.170 0.070 0.240
1973/1977 0.793 0.127 0.101 0.203 0.388 0.079 0.180 0.036 0.216
1978 0.890 0.147 0.130 0.193 0.349 0.067 0.198 0.027 0.225
1979 0.832 0.206 0.172 0.153 0.163 0.026 0.197 0.020 0.217
1980 0.825 0.129 0.106 0,175 0.300 0.052 0.158 0.055 0.213
1981 0.806 0.122 0.098 0.193 0.447 0.086 5.184 0.032 g.219
1982 0.803 0.123 0.098 o0.197 0.453 0.089 0,187 0.017 q.204
1978/1982 0.831 0.145  0.121 0.182 0.342 0.064 0.185 0.030 0.225
1983 0.815 0.094 0.077 0.185 0.449 0.083 0.160 0.035 ¢.195
1984 0.836 0.097 0.092 0.164 0.463 0.076 0.168 0.028 0.196
1985 0.823 0.114 0.094 0.177 0.524 0.092 0.186 0.019 0.205
1986 0.825 0.146 0.121 0.175 0.509 0.089 0.210 0.022 0.232
PR.D.Il. : Private Disposable Income
Pr.S : Private Savings
Pu.D.1. : Public Disposable {ncome
Pu.S. : Public Savings
Dom.S. : Domestic Savings
For.$. : Foreign Savings
Tot.S. : Total Savings

3) Investments

After having fallen to 18.1 percent of GNP in 1984, fixed
capital investment recovered in 1985 and attained 19.6 percent,
then rocketed to 22.3 percent of GNP in 1986.
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A study of the distribution of fixed capital investment as
between the public and private sectors shows that public invest-
ment's share of the national total increased from 55.5 percent in
1983 and 55 percent in 1984 to 57.1 percent in both 1985 and 1986,
indicating an expansion of the public as against the private sector,
the share of which 1latter fell from 45 percent to 42.9 percent over
the past three years.

FIXED CAPITAL INVESTMENT
AS A PERCENTAGE OF GNP

(TL.Billion)

Fixed Capital %
Years G.N.P. Investment Share
1977/80 21.4
1981/84 18.3
1977 872.9 210.8 24 1
1978 1290.7 279.6 21.7
1979 2199.5 449.3 20.4
1980 44351 863.6 19.5
1981 6553.6 1255.0 19.1
1982 8735.1 1664.0 19.0
1983 ° 11551.0 2131.0 18.4
1984 18375.0 3331.0 18.1
1985 27789.0 Shi2.0 19.6
1986 39190.5 8743.0 22.3

Source: State Planning Organization

In 1986, private fixed capital investment represented 9.6 per-
cent of GNP,; 3.4 percent of GNP was invested in housing as against
2.6 percent in the previous year, whilst private investment in the
productive fields of agriculture, industry and services showed a
smaller increase, from 5.74 percent of GNP in 1985 to 6.1 percent
in 1986. The slow increase in productive private investment gives
rise to concern, as also does its distribution between fields of
investment.

DISTRIBUTION OF PRIVATE

FIXED CAPITAL INVESTMENT
(Percentage of Total)

1984 1985 1986

Agriculture 13.3 9.0 6.6
Mining 0.7 0.6 0.6
Manufacturing 27.7 32.9 31.3
Energy 0.7 0.6 1.0
Transportation&Com.. 20.1 17.8 17.0
Tourism 1.2 1.9 2.2
Housing 30.8 31.9 36.0
Education 0.2 0.4 0.4
Hea]th 0.2 0 5 0.6
Others 5.0 4:5 L2
100.0 100.0 . 100.0
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RELATIVE SHARES OF THE PUBLIC AND PRIVATE SECTORS
IN TOTAL FIXED CAPITAL INVESTMENTS

(TL.Billion)
Years Total Fixed Public Fixed lnvestment Private Fixed Investment
Investment TL. % TL. %
1973 53.4 25.1 47.0 29.3 54.9
1974 73.0 35.0 47.9 38.0 52.1
1975 106.7 53.8 50.4 52.9 49.6
1976 146.0 75.2 51.5 70.8 48 .5
1977 195.0 108.0 55.4 87.0 4l 6
1978 280.0 135.0 48.2 145.0 51.8
1979 479.0 238.0 49.7 241.0 50.3
1980 864.0 482.0 55.8 382.0 Ly, 2
1981 1254 .0 780.0 62.2 k74 .0 37.8
1982 1664.0 1023.0 61.5 641.0 38.5
1983 2131.0 1183.0 55.5 948.0 44 . g
1984 3331.0 1831.0 55.0 1501.0 45,0
1985 5442.0 3107.0 57.1 2335.0 h2.9
1986 8743.0 5991.0 57.1 3752.0 42 .9

Private investment in agriculture fell from 13.3 percent of
the total in 1984 to 9 percent in 1985 and to 6.6 percent in 1986.

Investment in the mining industry continued to stagnate at around
0.6 percent.

Investment in manufacturing showed a revival in 1985, rising
from 27.7 percent in 1984 to 32.9 percent, but this was followed
by a decrease to 31.3 percent in 1986.

Investment in transportationeand communications has gradually
decreased from 20 percent in 1984 to 17.8 percent in 1985 and to
17 percent in 1986.

On the other hand, investment in tourism showed a gradual inc-
rease from 1.2 percent in 1984 to 2.2 percent in 1986.

The share of housing investment increased from 30.8 percent
in 1984 to 31.9 percent in 1985 and then surged in 1986 to an all
time high of 36 percent.

FIXED CAPITAL INVESTMENTS
(at 1986 prices)

(TL. billion)
1985 1986 % Changes

Public Private Total Public Private Total Public Private Total
Agriculture 289 294 583 402 247 649 39.1 -16.0 11.3
Mining b2 21 433 31 23 335 =24 .5 9.5 -22.6
Manufacturing 563 1102 1665 413 1176 1588 -26.6 6.7 - k.6
Energy 1092 20 1112 1109 37 1146 1.6 85.0 3.1
Transportation &

Communication 1345 594 1939 1655 638 2293 23.0 7.4 18.2
Tourism 32 63 95 56 83 139 75.0 31.7 L6.3
Housing 97 1038 1135 S0 1350 1440 - 7.2 30.0 26.9
Education 173 12 185 197 16 214 13.9 33.3 15.7
Health 55 16 71 81 23 104 47.4 43.8 L6.5
Others 471 146 617 676 159 835 43,5 8.9 35.3
Total 4529 3306 7835 k991 3752 8743 10.2 13.5 11.6
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FIXED CAPITAL INVESTMENT .
(At current prices)

: (TL billion)
1985 1986 % Changes
Public Private Total Public Private Total Public Private Total |
Agricul ture 206 210 - M6 4o2 247 649 95.0 17.6 56.0
Mining 278' 15 293 31 23 335 11.9 53.3 14.3
Manufacturing 372 767 1199 413 1176 1588 i1.0 53.3 32.%
" Energy 735 14 748 1109 37 1146 50.9 164.3 53.2
Transportationé
Communications 925 s 1341 1655 638 2293 78.9 53.7 /1.0
Tourism 23 45 68 56 83 . 139 143.5 84 .4 104 .4
Housing 70 745 814 90 1350 1440 28.6 81.2 76.9
Education 124 9 133 197 16 214 58.9 77.8 60.9
Health 39 11 1 81 23 104 107.7 109.1 103.5
Others 336 104 k4o 676 159 835 101.2 52.9 89.8
Total 3108 2334 5442 Lag 3752 8743 60.6 60.7 60.6
PRIVATE INVESTMENT IN HOUSING
Investment’ Investment in
in Housing GNP Housing as per-
(TL.million) {TL.biTtion) centage of GNP
1972 7125 240.8 2.96
1973 9360 309.8 3.02
1974 11622 L27.1 2.72
1975 17800 535.8 3.32
1976 21352 670.0 3.19
1977 29400 870.2 3.38
1978 67748 1288.7 5.26
1979 134491 2199.7 6.11
1980 186777 4435 .1 L.21
1981 145269 6553.9 2.22
1982 195332 8735.1 2.24
1983 262500 11551.0 2.27
1984 515000 . 18375.0 2.26
1985 745000 27789.0 2.68
1986 1350000 39190.5 3.44

The most serious set-back in the distribution of private in-
vestment appeared in manufacturing. During the 1970's, manufacturing
attracted roughly one-third of private fixed capital investment
with 1974 and 1975 as high as 38 percent. In 1986, manufacturing
attracted 31.3 percent of private investment. This decrease in the
share of grivatg investment in manufacturing is the more serious
1£_1tf;s orne in mind that the public sector has withdrawn from
this tield, having assumed that the private sector would substitute
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it. In fact, when considered together, total investment in manufac-
turing dropped to a mere 18.2 percent of total fixed capital invest-

ment in 1986, whereas this sector had previously attractive no less
than 30 percent.

Division of the fourteen years 1973-1986 into two periods,
ante and post 1980, reflects the seriousness of the decrease in
fixed capital investment as an average percentage of GNP. This
percentage was as high as 20.4 percent of GNP during 1973-1979
but it dropped to 19.5 percent in 1980 and after, and showed a
certain stability around this average during 1980-1985. In 1286
there was an upsurge in fixed capital investment of a remarkable
magnitude, raising the Fixed Capital Investment/GNP ratio from
19.6 percent in 1985 by 2.7 GNP points to 22.3 percent,

Two pointe should be stressed in this respect:the increase is
bigger in the case of public investment, which attained 12.73 per-
cent of GNP in 1986, rising by 1.54 percentage GNP points from
11.19 percent in 1985, while private investment increased by 1.16

percentage GNP points from 8.41 percent of GNP in 1985 to 9.57 per-
cent in 1986.

It is true, however, that the relative shares of the public and
private sectors in total fixed capital investments did not change
in 1986. The share of the public sector remained at 57.1 percent

and that of the private sector was unchanged at 42,9 percent. As

already indicated, the increase in private investment stemmed from
housing investment rather than from productive investment.

The average growth rate for 1981-1986 was 5.2 percent, displaying
an average incremental capital output ratio of 3.8. This ratio is
much higher than that for the 1960°'s, which was as low as 2.66,
and better than that of the late 1970's, when it was 3.33.Consequently,
with average propensity to invest of around 19.5 percent of GNP,
it would have been possible to attain an average growth rate of

7.3 percent in the 1960's, of 5.8 percent in the late 1970's, and
of only 5.1 percent in the 1980's.

The high investment rate of 1986 will affect growth positively,
and indeed it has done so by being included in the post-1980 average.
Yet there is need for caution when evaluating the investment explosion
of 1986, because public investments are infrastructure intensive and
will affect growth only after a relatively long time lag. As for

private investments, they are heavily oriented towards housing,which
has only a limited effect on growth.

The distribution of fixed capital investment between the public
and private sectors,which was roughly 50-50 in the 1960's and 1970's
moved in 1980 and the following vears to around 60-40 percent. In
1983 and 1984, the share of the private sector in fixed investment
was 44.5 - 45.0 percent, and later, during the two expansion years,
it moved down to 42.9 percent, indicating that the expansion came
mainly from the public sector,
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The .limited availability of loanable funds and the high interest
rates resulting from excessive borrowing by the public sector, un-
favourably affected the private sector's propensity to invest
throughout 1986.

The absence of an effectively organized capital market also
negatively affected the private sector's propensity to invest and
the ensuing high cost of money forced private investors to take
greater care than ever in the evaluation of investment projects.

Private investment in housing slumped tc a low level in the
post 1980 period, needless to say, this slump not only affected the
construction sector itself but also the many other segments of the
economy which provide inputs to the construction sector.

Private investment in housing amounted tc 3.2 percent of GNP
during the period of comparatively high private investment and high
GNP growth, with relatively few deviations from this average.

There was, however, an upsurge in private housing investment
during the crisis years 1978-1980, when the GiP growth rate fell
sharply, and had a negative value in 18979 anc 1980. Partly as a
result of the decrease in the denominator, and partly due to the
upsurge in the demand for real estate generated by the increase
in the inflation rate, the rate of private investment as a percentage
of GNP increased to 5.3 percent of GNP in 1979 and to 6.1 percent
in 1979, dropping to 4.2 percent in 1980,

Private investment in housing fell to an average of 2.25 per-
cent cf GNP between 1981-1984 and displaved & relative recovery in
1985, with a rise to 2.7 percent of GNP, but remained 15 percent
below its trend value of 3.2 percent. The value of private investment
in housing attained 3.44 percent in 1986 and exceeded the trend
value of housing investment of 3.2 percent of GNP, for the first time
since 1980. Such investment expanded in spite of rises in the cost of
construction which exceeded the Wholesale Prices Index average as
well as high credit interest rates on the supply side. This is not
only a reflection of the encouragements given to housing by the
public authorities but alsc of the flight from inflation into
investment in real estate.

Investment Incentive Certificates

The private sector's average propensity to invest, 1n other
than housing, stood at around 5 percent of GNP after 1980, but it
attained 5.74 percent of GNP in 1985 and 6 percent in 1986. However,
the volume of investment represented by investment incentive certi-
ficates issued indicates a slightly higher prorensity to invest.
As indicated by these certificates, investment amounted to 5 percent
in 1983 and to 6 percent in 1984, An extra-ordinarily sharp rise then
took place in 1985 and 1986, 12,7 percent and 13.1 percent, respectively.
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DISTRIBUTION OF INVESTMENT
FNCENTIVE CERTIFICATES ACCORDING TO THEIR

APPLICATION

(%) |
198L 1945 1986
New Investment 65.0 81.1 72.5
Expansion 16.9 8.2 15.3
Completion 4.0 0.8 1.9
Modernization 2.4 L.2 4.5
Elimination of Bottlenecks 3.3 0.9 2.
Renewals 5.5 1.3 1.0
GQuality Improvement 2.1 1.2 1.6
Integration of Facilities 0.8 2.3 1.2
100.0 100.0 100.0

The cistribution of Investment Incentive Certificates according
to their application indicates a concentration in the form of new
investment and the expansion of existing facilities. In the last
two vears, around 90 vercent of all investment has concentrated in
new brojects, expansions and completions. The remaining 10 percent
of investment was in the form of modernization, elimination of
bottlenecks renewals, quality improvement and the integration
of facilities.

DISTRIBUTION OF INVESTMENT INCENTIVE CERTIFICATES
ACCORDING TO THEIR APPLICATION

(1986)

| Foreign

1 Total Working Exchange

L Numbe Investment Capital Requirement Employment
L (TL.ma)  {TL.mn) (S 1000} {Persori)
iNew investment 1,567 3,718,605 134,558 2,354,946 117,181

tExpansion - 416 786,047 26,680 532,009 17,126

.Completion 51 96,287 5,886 51,037 2,131

Renewals 61 50,599 4,562 28,325 2,045

iQuality Improvement 40 83,9%7 4,015 56,638 1,389

IElimination of Bottlenecks 91 105,638 2,981 70,317 3,791

|Modernization 164 228,813 9,799 157,750 10,526

| Integration of Facilities 69 59,417 3,645 40,160 3,115

| roTAL 2,459 5.129,353 192,126 3,304,691 157,306

DISTRIBUTION OF INVESTMENT INCENTIVE CERTIFICATES
ACCORDING TO THEIR APPLICATION
(19285)

Foreign
Total Working  Exchange
Investment - Capital Requirement Employment
Number (TL.mn) (TL.mn) (% 1000) (Perscons)

New Investment 1,151 2.863.910 66,712- 2,827,197 79,751
Expansion 363 250.705 43,560 241,679 15,361
Compietion 49 28.075 3,044 19,044 1,167
Renewals , 59 45,226 7,445 39,5861 3,879
Quality Improvement 34 43.451 1,804 39,743 588
Elimination of Bottlenecks 45 30,407 - 1,704 24,085 1,069
IModernization 91 147.071 5,929 147,552 3,805
|Integration of Facilities 29 82.573 9,890 52.695 99~
iTOTAL 1.821 3.531.418 170,188 3,38-.55¢ 106,604
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Sectoral distribution of Investment Incentive Certificates
indicates a further decrease in investments in agriculiure to only
0.7 percent in 1986, from 4.7 percent in 1982, 3.8 percent in 1983,
2 percent in 1984 and 1.1 percent in 1985.

L B

AR A

There was a revival in mining investment intentions, which
rose from 3.9 percent in 1985 to 5.9 percent in 1986. Yet in 1984,
mining'!'s share of total investment intentions was a striking 19.4

percent.

Investment in manufacturing (energy excluded) gradually inc-
reased from 41.9 percent in 1982 to 50.5 percent in 1984, followed

by a drop to 26.0 in 1985 and a rise to 38.7 percent in 1986,

The breakdown of manufacturing investment according to sub-sectors
indicates a heavy concentration in textiles (26.2 percent of invest-
ment in manufacturing) followed by food (16.35 percent), iron and
steel (12.5 percent), chemicals (11 percent), cement (6.3 percent)
and clay and cement products (5.6 percent).

investment in transportation has shown a cyclical change, decreasing

gradually from 1982 to 1984, then rising again, from 10.7 percent
of the total in 1984 to 20.6 percent in 1985 and to 30.2 percent in

1986.

Tourism has shown cyclical changes too, increasing from
percent in 1982 to 7.

. in 1985 and up to 6 percent in 1986.

REGIONAL DISTRIBUTION OF

INVESTMENT INCENTIVE CERTIFICATES (1986)

1.7

7 percent in 1984, then down to 3.5 percent

Foreign ]

Reqions Total Working Exchange Employment

g Number Investment  Capital Requirem. {persons)

(TL.Mn) (TL. Mn) ($ 000)

Marmara 969 2044131 60297 1500596 48155
Central Anadolia 369 1330934 35315 832123 40176
Aegean 374 41648¢ 18876 224130 22311
Mediterranean 236 501832 21320 296856 15498
Black Sea 253 339927 36817 174261 15105
East Anatolia 127 156110 12389 86519 7178
South East Anatolia 131 339030 8132 190206 8683
Total 2459 5129353 192146 3304691 157306




- 18 -

REGIONAL DISTRIBUTION OF
INVESTMENT INCENTIVE CERTIFICATES (1985)

Foreign
Regions Total Working Exchange Employment
Number Investment Capital Requirem. (person)
(TL Mn) (TL Mn) ($ 000)
Marmera 735 1258237 61538 1210077 48€64
Central Anatolia 280 588804 33512 625218 13210
Aegean 288 970976 20160 994852 12296
Mediterranean 182 263684 228€3 168059 11134
Black Sea 162 14730¢ 16403 132718 7152
East Anatolia 84 47985 5046 49816 5617
South East Anatolia 30 254413 10666 203816 8431
Total 1821 3531418 170188 3384556 106604
REGIONAL DISTRIBUTION OF INVESTMENT
INCENTIVE CERTIFICATES
%

Regions 1982 1983 1984 1985 1986

Marmara 57.8 52.4 46.3 35.6 39.8

Central Anatolia 10.4 10.7 11.3 16.7 25.9

Asgean 7.1 8.1 19.2 27.5 8.1

Mediterranean 8.9 14.4 8.3 7.5 9.8

Black Sea 8.0 2.6 5.8 4.2 6.6

Fast Anatolia 2.3 1.6 3.8 1.4 3.0

South East Anatolia 5.5 10.2 5.4 7.2 0.6

Total 100.0 10C.0 10C.0 100.0 100.0
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SECTORAL DISTRIBUTION OF INVESTMENT INCENTIVE CENTIFICATES {1986)

Total Egzﬁ;ﬁ”e Employment
Sectars Number %?ye;;) gg;?%g% Requ1rgment (persons )
(TL mn) (3 000)
Agriculture 81 37319 8043 7413 1739
- Crops  ~ 10 8234 2566 3440 343
- Livestock 67 27722 5345 3516 1331
- Fisheries 4 1363 130 a57 65
- Forestry _ 0 0 0 0 0
Mining 145 305170 5116 257479 11825
Manufacturing 1320 1986555 148593 1171909 74583
- Food & Beverages 190 327195 43451 107142 16992
- Textiles & Clothing 351 519647 24211 370983 17171
- Forestry Products 27 28233 2493 14252 1272
- Paper 10 25748 821 18169 322
- Leather & teather Products 35 25001 2427 13504 1740
- Rubber 25 20003 1380 11224 1155
- Chemicals 53 218562 8964 134961 3129
- Glass and Glassware 12 12234 712 7726 1030
- Iron & Steel 35 247466 32126 147967 3332
- Non Ferrcus Metals g9 5638 550 2967 222
- Transport Vehicles 60 82375 1670 51579 1871
- Metal Goods 64 51470 7078 26309 3966
- Measurings Devices 14 10718 2368 4038 281
- Machinery 35 13062 1198 5874 1237
- Electrical Machinery 17 14154 582 - 11043 530
- Electronics 25 59558 3064 35415 1431
- Cement 106 125174 3395 81637 3790
- Clay & Cement Products 198 110731 6208 72308 11882
- Ceramics 8 42215 2091 22358 1421
- Consiruction 0 0 0 0 0
- Various 0 0 0 a 0
- Others 50 47370 3794 32454 1819
Energy , 12 207214 4454 160122 "383
Services 901 2593195 25940 1707769 68776
- Transportation 466 1549243 8107 1301208 28874
- Tourism 193 307561 10133 68192 13130
- Trade 62 62377 3671 14355 3341
- QOthers 190 674014 4130 326013 23421
Total 2459 5129453 192146 3304691 157306

i

Source: SPO
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SECTORAL DISTRIBUTION OF TINVESTMENT INCENTIVE CERTIFICATES (1985)

. Foreign
Sectors Total Working  Exchange  Employment
Number Invest Capital Regquirem. (person)
(T/dvn)  (TL mn)  ($ 000)
Agriculture 94 40130 7190 10092 2185
~ Crops 8 2703 A58 751 268
- Livestock 80 33702 6541 6990 1622
- Fisheries 5 2741 181 1585 218
- Ferestry 1 984 10 766 77
Mining 89 136692 7346 143535 7158
Manufacturing 856 918520 110954 685670 52264
- Food & Beverages 202 130461 22587 74256 10105
- Textiles & Clothing: 301 290055 21471 260137 18023
- Forestry Products 17 5201 672 2758 412
- Paper 10 40901 1874 22381 772
- Leather & Leather Products 30 9634 1413 6320 1135
- Rubber 15 9197 1236 12777 570
- Chemicals 48 . 128667 20598 73928 3134
- @lass and Glassware 9 17362 3222 11338 2365
- Iron & Steel 30 47895 10559 34238 120C
- Non Ferrous Metals 9 4351 486 4310 116
- Transport Vehicles 19 19947 5449 15702 534
- Metal Goods 48 46084 £527 32989 2307
- Measuring Devices 8 5359 375 3054 221
- Machinery ) 31 16059 1433 12226 795
- Electrical Machinery 16 10190 1213 8446 467
- Electronics 11 15188 1260 15537 786
- Cement 32 31660 1307 26341 709
- Clay & Cement Products 65 54979 6115 35738 6276
- Ceramics 3 5190 250 2874 184
- Construction 0 0 0 0 0
- Various 0 0 i 0 Q0
- Qthers 52 30140 49172 30320 2150
Energy 21 1511582 10221 1601569 2108
Services 661 924494 34477 943690 42889
- Transportation 111 728540 13488 840515 29634
- Tourism ' 91 122477 8280 39777 78875
- Trade 60 28482 3748 18452 _ 3177
- Cthers a9 44985 2961 44946 206C
Total 1821 3531418 . 170188 3384556 106604 :
L— |
SECTORAL DISTRIBUTION OF INVESTMENT
INCENTIVE CERTIFICATES
(TL.Billion)
1962 % 1963 % 16855 B 1985 % 1986 Z
Agriculture 24,2 4.7 21.8 3.8 22.1 2.0 40,1 1.1 37.3 0.7
Mining 14 .1 2.7 30.7 5.4 214.5 19.4 136.7 3.9 305.2 5.9
Manufacturing 210.4 1.0 271.0 47.7 557.7 50.5 918.5 26.0 1986.6 38.7
Energy 1.0 0.2 2.7 0.5 25.2 2.3 1511.6 L42.8 207.2 L.0
Transportation 214.9 41.9 161.1 28.2 118.1 10.7 728.5 20.6 1549.2 30.2
Tourism 8.7 1.7 25.4 b4 85.3 7.7 122.5 3.5 307.6 6.0
Trade 6.7 1.3 9.5 1.7 9.3 0.8 28.5 0.8 62.4 1.2
Export 13.4 2.6 20.8 3.6 k9.6 4.5 - - - -
Others 19.9 3.9 28.2 4.9 23.4 2.1 L5.0 1.3  674.0 13.1
Total 513.3 100.0 571.2 100.0 1105.2 100.0 3531.4 100.0 5129.5 100.0
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Construction

In value, construction licences issued represented 5.6 percent
of GNP in 1980. Their value dropped to 3.2 percent in 1981 and to
3.3 percent in 1982. A slow upsurge started in 1983 with 4.2 per-
cent which continued in 1984 with 4.3 percent. There was a more
marked increase in 1985, which brought the share of the value of
construction licences to 5.8 of GNP, slightly above the 1980 level.
Finally, in 1986 the share of the value of construction licences
rose to 9.7 percent of GNP, firm evidence of a real explosion in
the propensity to invest in housing.

The rise in planned construction may also be detected in inc-
- reases in proposed floor areas. These increased by 29 percent in
1985 and by 48.8 percent in 1986, raising the year's total planned
floor area to 553.4 million square metres.

The increase in the planned floor area took place in spite of
rising construction costs, as represented by the data included in
construction licences; costs increased by 43.3 percent in 1983, by
45.7 percent in 1984, by 56.8 percent in 1985, and by 59.0 percent

in 1986,

On the basis of occupancy permits, completed construction
stabilized at around an annual level of 16 million square metres
for the seven years 1979-1985. This average was exceeded in 1986
with 21558.2 thousand square metres. The other exception is 1980
which showed an unusual unsurge, to 17,835 thousand square metres,

The 39.2 percent increase in the flocr area covered by occupancy
permits took place in spite of the high cost of construction, this
rose by 38.5 percent in 1986 as against 50.4 percent in 1984, and
55.3 percent in 1985,

NEW CONSTRUCTION
(According to Occupancy Permits)

Years Million 000 Square Chain Cost Per Chain
TL. Metres Index Sq.Mt. (TL)} Index

1969 2782 .6 8023.3 347

1970 3004.6 8092.8 100.87 371 106.92
1971 3308.2 8068.7 99.70 410 110.52
1972 o247 .8 9676.3 119.92 439 107.07
1973 5598.1 10879.8 112. 44 515 117.21
1974 7318.1 9809.3 90.16 746 144,99
1975 11648.0 11551.4 117.76 1008 135.16
1976 13306.2 12273.6 106.25 1084 107.51
1977 18818.6 14158.6 115.36 1329 122.60
1978 L4643, 2 14934 1 105.48 2991 225,03
1979 80261.5 15635.9 104,70 5133 171.62
1980 145303.5 17835 .1 114,07 8358 162.82
1981 1664499 15469.9 86. 74 10760 128.73
1982 210283.6 15945 .1 103.07 13188 122.57
1983 297300.0 15931.0 99.91 18662 141,51
1984 L458320.0 15882.0 99.69 28071 150.42
1985 675054 .0 15489.0 97.53 43582 155.26
1986  1489300.5 21553.2 139.18 69033 158.51
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NEW CONSTRUCTION
{Construction Licences lssued)

Miliion 000 Square Chain Cost Per Chain
Years TL. Metres Index Sq.Mt.(TL) Index
6 6987.3 17158.7 388

1373 8120.2 19741.7 115.05 411 105.93
1971 71714 16909.5 85.65 424 103.16
1972 8686.4 19230.9 113.73 452 106.60
1973 13351.1 244850 127.32 545 120.58
1974 15136.2 20347.6 83,10 744 136.51
1975 23669.1 23337.5 114.69 1014 136.29
1976 326582.9 29618.7 126.91 1103 108.78
1977 40339.0 28972.6 97.82 1392 126.20
1978 927291 32237.3 111.27 2876 206.61
1979 76700.3 34080.0 105.72 5185 180.29
1980 249539.7 28422 .4 83.40 8780 169.33
1981 209336.5 19884 .3 69.96 10528 119.91
1982 238052.0 21728.7 109.28 13257 125.92
1983 485336.4 25554.9 117.61 18992 143,26
1984 799095.0 28888.0 113.04 27662 145,65
1985 1615191.0 37251.0 128.95 43360 156.75
1986 3820625.3 55425.7 148.79 68932 158.97

43) Public Finance

For the first time, a new system of classification was used in
the 1986 Consolidated Budget. According to this new classification,
domestic and foreign borrowing proceeds and repayments of principal
were excluded from Consolidated Budget revenue and expenditure

Debt repayments and debt utilization were separately displayed under the
heading of debt management.

The 1986 Budget was desi

gned to ensure a better equilibrium
in public finance,

According to the provisional figures,
was 8,309 billion TL and revenue was 7,197
the Budget deficit was 1,112 billion TL las
of GNP the deficit was 2.8 percent,

1986 Budget expenditure
billion TL, meaning that
t year. As a percentage
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CONSOLIDATED BUDGETS (1985-1986)

(TL Billion)

. Change  Share in GNP (%)

1885 1986 () 1985 1986

Expenditure 5.424.5 8.309.1 53.2 195 21.2
Current 2.050.2 2.988.4 45,7 7.3 7.6
Personnel 1.276.59 1.882.9 42.7 4.5 &6
Other current 773.3 1.165.5 50.7 2.7 2.9
Investment 1.141.8 1.826.9 60.0 4.1 4.6
Transfer 2.232.4 3.493.7 56.5 8.0 3.9
Revenue 1.613.9 7.197 1 55.9 16.6 18.3
Tax Revenues 3.343.1 5.991.7 55.9 13.8 15.3
Non-tax Revenues 516.7 . 638.5 23.5 1.8 1.6
Special Revenues and Funds 254 .1 566.9 23.1 0.9 1.4
Budget Deficit 310.6 1.112.0 37.2 2.9 2.8

Source: Ministry of Finance and Customs-Public Accounts Bulletin
* Provisional figures.

The Consolidated Budget deficit went up by 37.2 percent in 1986
but as a percentage of GNP, the 1986 Budget deficit showed a slight
decrease. However, the budget deficitas a percentage of GNP had been
constantly increasing since 1984. It rose to 2.5 percent in 1984
from 1.9 percent in 1983, and went up further, to 2.9 percent in
1985, before dropping marginally,to 2.8 percent,last year.

CONSOLIDATED 3UDGET EXPENDITURES,DEFICITS AND GNP
(TL Billion)

Consolidated

Years Consolidated budge® ' .
Budget Expendityrs GNP Expenditure Deficit

Expenditure (1975 = 100; Deficit GiIP {1975=100) /GNP /GNP
1975 116.3 100.2 -1.2 535.8 100.C 7.7 0.2
1974 157.2 135.2 -3.4 674.9 126.9 23.2 0.5
1977 2¢85.86 206.3 ~-40.2 872.9 162.% 27.5 4.5
1978 350.7 301.3 -23.7  1290.7 240.% 27.2 1.8
1979 616.3 530.3 -60.2 2199.5 410.3 22.0 2.7
1930 1115.5 959.2 -159.8 4435.1 827.7 25.1 3.6
1981 1564.7 1345.4 -102.8 6553.6 12231 23.9 1.6
1982 1889.5 1452 .7 -143.4 8735.0 163C.5 19.3 1.6
1983 2792.3 2400, 32 -220.4 113249.1 2153.5 24,2 1.9
1984 4077.0 3505.2 -474.1 18352.9 3425.3 22.2 2.5
1985 5424 .5 4664.: -310.6 27789.4 5130.5 18.5 2.9
1986 33g9.1 7144 .3 ~1132.0 39190.5 -7314 4 21.2 2.8
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During the period 1975-1984, the tax bhurden reached its highest
level in 1977, 19.3 percent. In general, the tax burden incroased
between 1975 and 1978, but for 1979 and 1980 it dropped to 18.4
percent and 16.9 percent, respectively. After increasing to 18.2
percent in 1881, it again decreased, to 16.8 percent, in 1983 and
finally it fell to the very low level of 12.9 percent in 1984. The
tax burden then increased again, to 13.8 percent in 1985 and 15.3 percen
in 1986, which in turn reflects the favourable impact of the newly intro
duced Value Added Tax.

TAX BURDEN

(TL Billion)
Years GNP % Change "Tax Revenué % Change  Tax Burden
1975 535.8 25.4 95.0 45.8 17.7
1976 675.0 26.0 127 .1 33.7 18.8
1977 872.9 29.3 168.3 32.4 19.3
1978 1290.7 47.9 246.4 46,5 19.1
1979  2199.5 70.4 405.6 64.6 18.4
1980  4435.2 101.6 750.1 84.9 16.9
1981 6553.9 47.8 1190,5 h8.6 18.2
1982* 8735.1 33.3 1305.9 9.7 14.9
1982% 8735.1 33.3 1567.1 31.6 17.9
1983 11549.1 32.2 1938.2 48.4 16.8
1984 18352.9 58.9 2375.8 22.5 12.9
1985 27789.4 51.4 3843.1 61.7 13.8
1986 39190.5 41.0 5991i7 55.9 15.3

* 10 Months
** 12 Months data calculated on basis of 10 months data.

But the total tax burden shows a different pattern. This concept
is more general, because it includes non-budgetary public revenues,

including taxes collected by the local authorities as well as Special
Funds.

TOTAL TAX BURDEN (TL 8i1740n)

1977 1976 1979 1980 19461 1962 1983 1884 1985 1986

Tax Revenues

{Consolidated

Budget) 167.8  246.5 405.6  750.1 1,190.5 1,305.9 1,938.2 2,375.8 3,843.1 5,991.7
Tax Revenues

{Local Adminis-

trations) 7.5 12.2 14,7 31.1 57.3 74,2 130.6 165.7 364.7 841.9
Other Revenues  39.6 52.3 82.6 131.9 201.3 271.2 370.2 5L, 5 516.7 638.5
Speciatl Funds - - - - - - - 73.2 254 .1 566.9
Total Revenues 214.9  311.0 502.3  913.1 1,449.1 1,651.3 2,439.0 3,155.2 4.978.6 8,039.0
Total Revenues/

GNP

(Total Tax 24 .6 24 1 22.9 20.6 22.1% 18.9 21.1 17.2 17.9 20.5

Burden) (%)

*Provisional Figures

Source: Ministry of Finance and Customs, Annual Economic Report 1986 and Public Accounts Bulletin
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However, taxes remain the principal source of Budget revenue
and just over 83 percent of Consolidated Budget revenue came from
this source in both 1985 and 1986. Non-tax normal revenue and spe-
cial revenue and funds provided the remainder.

CONSOLIDATED BUDGET REVENUES

(1985-1986) (TL Billion}

Share (%)
1985 1986 1985 1986
Tax Revenue 3,843 .1 5,991.7 83.3 83.2
Non-Tax Normal Revenue 516.7 538.5 11.2 8.9
Special Revenues and Funds 254 .1 566.9 5.5 7.9
Total Revenue k,613.9 7,197.1 100.0 100.0

Total tax revenue 1increased by 706.83 percent at current prices,
or 30.4 percent at 1980 prices between 1980 and 1986.

. The tax revenue 1index put at a hundred points for the base
vear of 1980, showed a decline to 93 for the first time in 1984,
and rose for the first time as high as 129.1 in 1986. Apart from
1986, the tax revenue index reached its highest level of 116 in
1981, followed by 115.3 in 1983. At fixed prices, tax revenue
growth in 1986 is reckoned at 20.0 percent.

The trend of tax revenue at fixed and current prices between
1980 and 1986 is as follows:

TAX REVENUES AT FIXED AND CURRENT PRICES

Tax Revenues Wholesale - Tax Revenues at
At Current Prices Price Index Fixed Prices
Years (TL Billion) 1980=100 {TL. Billion) Index
1980 749.8 100.0 749.8 106¢.0
1981 1,190.2 136.8 870.0 116.0
1982 1.304.8 171.3 761.7 101.6
1983 1,934.5 223.8 864.4 115.3
1984 2,372.2 340.2 697.3 93.0
1985 3.843.1 476.2 807.0 107.6
1986 5,991.7 619.0 967.9 129.1

The entries given in the following table are presented in a
different manner. They correspond to an alternative concept of
Budget deficit which excludes total domestic borrowing.
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CONSOL IDATED BUDGET

(Bi1lion TL)

1982 1983 1984 7985 T986%
Revenue 1424 2157 2831 4691 7197
Direct Taxes 326 1149 1381 1838 3119
Indirect Taxes 479 785 988 2019 2855
Non-Tax Revenues 85 157 341 511 652
Annexed Budget - 34 66 64 225 498
Special Revenues - - 57 98 73
Expenditure 1575 2533 3731 5313 8270
Personnel 440 667 877 1277 1823
Other Current Expenditure 280 390 595 815 . 1127
Interest Payments 87 210 441 595 1330
Foreign 53 130 264 427 682
Domestic 34 80 177 166 648
investments 344 463 683 1104 1827
Transfers to SEE's 233 292 239 181 148
Other Transfers 201 511 3874 1341 2015
Budget Equilibrium -151 -376 att -927 1073
Delayed and Advance Payments -30 131 -56 -150 204
Cash Equilibrium -181 -245 967 -772 1277
Financing 181 245 967 772 1277
Net Foreign Indebtedness -18 26 319 -250 -327
Borrowings 36 177 555 170 437
Payments -54 =151 -236 -429 -764
Net Domestic Indebtedness ‘ 28 175 148 514 476
Borrowing 62 206 228 686 1269
Payments -34 =30 80 -172 -793
Short Term Borrowing 97 W 474 510 911
Central Bank {Net) . 32 72 190 266 527
Treasury Bonds (Net) 65 -98 284 244 654
Other 74 67 26 -3 217

*Provisional figures

Source: Central Bank, Annual Report 1986.

Domestic Debts

Domestic debts became one of the biggest nroblems of the Turkish
aconomy in the past three vears. Since tax revenue could not bhe
increased to the desired level, the Budget deficit had to be bridged
by means of increasing domestic borrowing, which had negative impli-
cations for the economv by increasing interest rates in the money

market.‘This.is because the government regenerates financial resources
by selling bills and Treasury bonds.

The policy of bridging Budget deficits by using Central Bank
resources and lssulng more banknotes was abandoned in the early

1980's; instead, the government has relied heavi] i
especially sineé 1684° }iy on domestic borrowing,



- 27 -

The Treasury had to borrow TL 1,883 billion in 1985 and TL.
2,854 billion in 1986 to pay back its previous debts and cover Budget
deficits. Since the Treasuryv pavs interest on its bonds and equities
in advance, net domestic borrowing was estimated at TL 731 billion
in 1985 and TL 1,170 biliion in 1986.

During the period 1984-86, net domestic borrowing rose to TL

2,400 billion.as o percentage of GNP, it rose to 2.9 percent in 1986,
from 2.3 percent in 1884.

NET DOMESTIC BORROWING

Net
Borrowing Share Share in
Years  {Billion TL) in GNP (%) Public Expenditure
1880 48 11 4.4
115681 88 1.3 5.8
11982 130 1.5 8.1
1983 109 C.9 4.7
1584 421 2.3 111
11985 731 2.6 13.5
11986 1,170 2.9 14.2

Tn addition to domestic borrowing, the Treasury used TL 266
hillion of Central Bank short-term advances in 1985 and TL 257 billion
in 1986. Together with these Central Bank advances, net domestic
borrowing as a percentage of GNP become 3.6 percent in 1985 and 1986.
This is an extremely high figure commared to the 1.3 percent of the
1981-83 period.

The net borrowing of TL 997 billion in 1985 and of TL 1,427
billion in 1986 was totally aimed at meeting debt servicing reguirements.
Under these circumstances, debt servicing can only be financed through
more borrowing. It would seem that the only way to interrupt this
vicious circle is a radical Budget reform which would aim at bringing
more discipline to the budgeting process by the Ministry of Finance.

In 1987, the domestic borrowing requirement is expected to be
about half the total tax revenue

For 1987, Consolidated Budget expenditure is put at TL 11,050
billion and revenue at TL 10,120 billion, vielding a deficit of TL
930 billion. In addition, a total domestic and foreign debt servicing
of TL 2,090 billion will have to be met this year, increasing over-
all the defieit to TL 3,020 billion. To bridge this deficit, TL
130 billion worth of foreign loans will be used on top of a domestic
borrowing of TL 2,890 piliion. )
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Since the Treasury pays interest on its bonds and equities in
advance, it will have to borrow some TL 4,000 billion - depending
on the interest rates to emerge from the regular auctions - to
raise a net TL 2,890 billion.

The State Ecconomic Enterprises

The financing requirements of the State Economic Enterprises
showed a moderate increase, from TL 1,004.9 billion in 1985 to TL
1,080.8 billion last year. The principal reason for an almost continuous
series of prices hikes by these Enterprises is the huge investment prog-
rammes which they are expected to implement,

The SEE's fixed capital investment, at current prices, increased
by 37.0 percent in 1985 and by 23.9 percent in 1986. However, as a
percentage of GNP and of total public fixed investment, the SEE's
investment has been declining since 1984. The share of the SEE's
in total public fixed investment, after a major increase in 1983,
remained constant in 1984, then began the decrease from 58,40 per-
cent in 1984 to 44.65 percent in 1986,

FINANCING OF OPERATIONAL SEE's

(TL BilTion)
(1) (2}
1981 1982 1983 1984 1985 1986 1987
Balance of Resources/Payments -25.4 68.2 174.2 435.6 599.4  907.3 1316.0
Investment -409.3 -532.9 -768.9 -1170.9 -1604.3 -1988.1 -2530.9
Financing Requirements -434,7 -464.7 -5%4.7  -735.3 -1004.9 -1080.8 -1214.5
Budgetary Transfers 229.5 204.9 292.0 238.8 180.7 140.0 430.0
State Investment Bank 51.9 52.0 359.4 51.2 27.8  120.7 79.7
Project Credits 79.5  113.8 154.9 257.8 530.1 625.0 666.0
Agricultural Support and Price
Stabilization Fund ' 73.8 75.6  108.4 173.0 248.2  176.7 14.3
Petroleum Fund 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Special Fund 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Others 0.0 0.0 0.0 14.5 18.0 18.4 25.0
Financing Requirement as % of
GNP 6.6 5.3 5.1 4.3 3.6 2.7 -
Source: SPC

(1) Realization Estimation
(2) Programme

As a percentage ol GNP, the financing requirements of the State
Economic Enterprises have declined since 1980 and the net operating
results of the SEEs have swung away from deficits into positive
contributions to the economy. The share of budgetary transfers,
which accounted for 32.4 percent of total financing requirements
in 1984, decreased to 17.9 percent in 1985 and fell further, to 12.9
percent, in 1986. On the other hand, foreign project credits provided
a rather greater proportion of total financing requirements in 1985
and 1986. The share of foreign project credits in the financing
requriments of SEE's rose to 52.7 percent in 1985 from 35.1 percent
in 1984 and increased further, to 57.8 percent in 1986.
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Agricultural Production

Following an increase of 2.8 percent in 1985, a rate of increase
below the trend of 3.1 percent, the agricultural sector did remarkably
well in 1986, registering a growth of 7.4 percent. The average of

the two yvears is 5.1 percent, indicating a favourable deviation from
the trend.

The principal increases in production in the agricultural sec-
tor were in apricots (up by 76.5 percent), olives (up by 68.3 per-
cent), hazelnuts(up by 66.7 percent), soyabeans (up by 60 percent),
chick-peas (up by 57.5 percent), lentils and peaches (both up by
37.5 percent), lemons (up by 22.3 percent), maize (up by 21.1 per-~
cent), sunflower seed (up by 17.5 percent) and wheat (up by 11.8
percent). On the other hand, the most important decreases in production

took place in calavance (down by 30 percent) and peanuts (down by
15.3 percent) and dry garlic (down by 17.3 percent).

ESTIMATED QUANTITIES OF AGRICULTURAL

PRODUCTION
{000 Tonnes)
Crops 1986 1985 Change Crops 1986 1985 Change
Cereals Nuts{in shell)
Wheat 19000.0 17000.0 11.8 Walnuts 110.0 110.0 0.0
Bartey 7000.0 6500.0 7.7 Hazelnuts 300.0 180.0 66.7
Rye 350.0 360.0 - 2.8 Grape-Like Fruits
Dats 300.0 314.0 - 4.5 Mulberries 85.0 90.0 - 5.6
Maize 2300.0 1900.0 21.1 Figs 370.0 340.0 8.8
Rice/in husk 275.0 270.0 1.9 Grapes 3000.0 3300.0 - 9.1
Pulses Tea
Broad-Beans 80.0 73.0 9.6 Tea 712.0 625.2 13.9
Chick-Peas  630.0 400.0 57.5 Leafy or Stem Vegetables
Dry Beans 170.0 170.0 0.0 Cabbage 550.0 550.0 0.0
Lentils 850.0 618.0 37.3 Black Cab. 160.0 171.0 - 6.4
Cow Vetch 170.0 169.0 0.6 Spinach 130.0 136.0 - 44
Industrial Crops Leek 296.0 310.0 - b4 5
Tobacco 170.0 171.0 - 0.3 Fruit Bearing
Sugar Beet 10662.3 9830.0 8.5 Vegetables
Cotton 1380.0 1500.0 - 8.0 Melon-Water
0i1 Seeds Metlon 5000.0 56800.0 - 9,1
Sunflower 940.0 800.0 17.5 Squash 300.0 310.0 - 3.2
Peanut 50.0 59.0 -15.3 Cucumbers  750.0 780.0 - 3.9
Soyabeans 200.0 125.0 60.0 Eggplants  750.0 680.0 10.3
Tuber Crops Tomatos 5000.0 4200.0 2.0
Dry Onion  1300.0 1270.0 2.4 Stuff Pep. 500.0 490.0 2.0
Dry Garlic 62.0 75.0 -17.3 Green Pep. 238.0 235.0 1.3
Potatoes Looo.o 4100.0 - 2.4 Legquminious Vegetables
Pome Fruits Green Bean 400.0 hoo.o ¢.0
Pears 380.0 370.0 2.7 Green Broad
Quinces 75.0 68.0 10.3 Bean 50.0 56.0 - 8.9
Apples 1865.0 1950.0 - b4 Calavance 35.0 50.0 -30.0
Stone Frults . Rootbulb and
P1ums 165.0 150.0 10.0 Tuborous Vegetables
Apricots 300.0 170.0 76.5 Green Garlics18.0 20.0 -10.0
Cherries 140.0 130.0 7.7 Green Onions %2.0 150.0 - 5.3
Peaches 275.0 200.0 37.5 Carrots 160.0 150.0 6.7
0lives 1010.0 600.0 68.3
Citrus
Lemons 230.0 188.0 22.3
Mandarins 270.0 257.0 5.1
Oranges 600.0 505.0 18.8

Huts{in selt)
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AGRICULTURAL PRODUCTLION INDEX

{1970=100)
< -
Years Wheat Barley Rice Potatoes Cotten Tobacco Sugar E?gwer Olives Hazelnuts Grapes Figs
Beet -
Seed

1970 100.0 100.0 190.0 [99.0 100.4 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1971 135.0 128.3 109.4 109.7 130.5 1i6.0 140.0 124.0 47.9 65.1 100.1 9.1
i972 122.0 lld.6 76.3 114.9 135.9 120.0 138.6 149.3 149.6 74.5 89.2 100.9
1973 100.0 89.2 99.4 114.9 128.2 99.5 119.8 149.3 48.8 98.4 86.9 88.8
1974 110.0 102.5 93.7 118.8 149.6 135.8 134.2 112.0 123.3 95.7 86.9 73.1
1975 147.% 138.5 93.7 130.0 120.0 133.4 163.4 130.] 82.4 124.3 84.3 81.8
1976 §65.0 150.8 98.8 i48.8 118.7 2i6.2 221.1 146.7 161.1 96.1 80.0 87.8
1977 166.5 146.2 103.1 146.2 143.7 165.5 211.5 12]1.3 h8.7 113.7 82.6 81.8
1978 167.0 46,2 114.8  143.6 118.8 195.2 207.7 129.3 161.5 121.6 90.8 86 .1
1979 175.0 161.2 140.6 149.9 119.1 144.5 205.9 ]57.3 63.1 117.6 90.9 93.5
18980 165.0 163.1 89.4 156.7 125.0 152.1 159.1 200.0 198.2 98.0 93.5 95.8
g8l 170.0 181.5 123.8  156.7 122.0 112.1 262.5 153.3 58.7 i37.3 96.1 116.8
1982 175.0 196.9 131.2 I66.7 122.2 138.8 299.3 160.0 193.8 86.3 94.8 130.8
1583 184.0 166.9 118.1 159.3 130.5 152.8 300.2 190.7 8.7 153.7 88.3 154.2
1984 172.0 200.0 105.0 167.1 §45.0 118.7 260.9 189.3 117.5 117.6 85.7 154.2
1985 170.0 200.0 101.2  2i4.1 - 113.4 231.1 213.3 88.1 70.6 85.7 158.9
1986 190.0 215.4 - 203.7 - 118.1 258.6 25B.6 132.2 126.7 B5.7 171.5

The agricultural secror s exports were valued at 3 1,885 million,
which represented 25.3 percent of total exports in 1986. Compared
to 1985, exports of agricultural products were up bv 9.7 percent,
from $ 1,719 million or 21.6 percent of total exports.

There were also exports of 3 666.7 million worth of agriculture -
based manufactures, representing a further 8.9 percent of total

exports. These increased by 3 percent in 1986, from $ 646.6 million
or 8.1 percent of 1983 exports.

Some industrial nroducts are of agricultural origin, such as
learher and leather products, forestry products and textiles:

Share in exports

1985 . 19886

Leather and Leather
Products 5.09 4.63
Forestrv Products 1.33 0.69
Textiles 22 .49 24 .81
29 .91 30.13

Agricultural products, agriculture-based industries and industrial
goods of agricultural origin, rtogether add up te a sizeable percentage.
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1985 1986

Agricultural Products 21.6 25.3

Agriculture-Based Pro. 8.1 8.9
Industrial Goods of

Agricultural Origin 29.9 30.1

59.6 64.3

0f the 20 most important export items, 12 are directly or
indirectly related to agriculture.

{__ Share 1986
1985 % 1986 S Million
-
lrextiles 26.23 28.32 2,112
Hazelnuts 3.20 5.06 377
|Leather Garments 5.82 4 .40 328
Tobacco k.15 3.62 270
Fulses 2.15 3.26 243
Livestock 2.21 3.10 23
Vegetables 1.21 1.69 126
Raisins 0.92 1.37 102
Meat 1.08 0.99 74
Oranges 0.73 0.78 58
Jomato Paste 0.53 0.76 57
Dlive 0l 0.37 0.52 31
48.60 53.77 4,009

The above 12 items amount to more than half of total export
proceeds., In fact, they provided $ 4 billion in 1986, or 53.8 per-
cent of total export revenue.

While total exports decreased in 1986, the share of agricultural
exports in the total increased considerably, from 48.6 percent in
1985 to 53.8 percent.

Industrial Production

The Manufacturing Industry achieved a high growth rate in 1986,
As reflected in the national income accounts, production values of
the manufacturing industry increased by 10.7 percent in real terms
and by 47.5 in nominal terms in 1986, displaving an implicit deflator
of 33.3 percent.
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The high growth of manufacturing was chiefly contributed by
three sub-sectors. Value added of basic metal industries increased
by an impressively high 24.8 percent. The second in turn Wwas manu-
fTactures of non metallic mineral products, the value added of which
increased by 14.9 percent in real terms, and the third was textiles,

wearing apparel and leather products, the value added of which inc-—
reased by 12.8 percent,

The sector with the lowest rate of increase was paper and paper

products, printing and publishing, which displayed a growth rate of
only 2.1 percent.

Private sector enterprise were mainly responsible for the high
growth rate in the manufacturing industries.

Value added of private sector enterprises increased by 13 per-
cent in real terms as against 7 percent in the public sector.

The markedly better performance of the private. sector in manu-
facturing was due mainly to increases in the value added in basie
metal industries (35 percent), in manufacture of wood and wood
products and furniture (17.3 percent), in manufacture of non-metallic
mineral products (15 percent) and in textiles, wearing apparel and
leather products (13.6 percent). -

The least important private sector performance was in the

manufacture of paper and paper products, printing and publishing,
in which value added increased by only 5.4 percent.

There were two sectors where the publiic sector was relatively
succesful. Value added in public basic metal industries increased by 14,7
percent and in manufacture of non metallic mineral products by 14.6
percent. The growth rate of the public sector was 3.9 percent in the
manufacture of fabricated metal products machinery, equipment and
transport equipment, 3.4 percent in the manufacture of wood and
wood products and furniture, and 1.4 percent in the manufacture of
food, beverages and tobacco, while value added in the public sector

of manufacture of paper and paper products,printing and publishing
decreased by 2.4 percent.

—

; . The share of the private sector in the manufacturing industries
as 4 whole, which was 60.7 percent in 1985, increased to 63.2 percent
in 1986 as a result of the differential growth of the two sectors.

The implicit price deflator of manufacturing generally was 33.3
percent. The average price increase was higher in the private sector,
where it averaged 36 percent, and lower in the public sector, where
it averaged 29 percent. The contrary was the case in 1985, when
price increases were more pronounced in the public sector;increases
in that year amounted to 45 percent in the public sector, 40 percent

in the private sector and 42 percent in the manufacturing industry
as a whole.
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The biggest discrepency was recorded in paper, paper products,
printing and publishing, where prices increased by 39 percent in
the private sector as against 26.4 percent in the public sector
and in chemicals and petroleum coal, rubber and plastics products
where prices increased by 30.7 percent in the private sector and
by only 20.2 percent in the public sector.

Yet in some sectors, prices in the public sector increased by
bigger margins. Prices increased by 76 percent in the public sec-
tor and 45 percent in the private sector in the case of wood products
and furniture. They increased by 40.7 percent in the public sector
and by 29.4 percent in the private sector in the case of food,
beverages and tobacco. Prices increased by 52 percent in the public
sector and by 48.7 percent in the private sector in the case of non

metallic mineral products.

Price increases in the private sector, which averaged 36 percent,
were as high as 48.7 percent in non metallic mineral products, 45.1
percent in wood, wood products and furniture, 41.8 percent in
textiles, 39.8 percent in manufacture of fabricated metal products,
machinery, equipment and transport equipment, 39.1 percent in paper,
paper products, printing and publishing. Yet there were three sectors
where price increases in the private sector were much below the
average. These were chemicals, and petroleum,coal, rubber and plas-
ties products,; with price increases of 30.7 percent; food,with price
increases of 29.4 percent, and basic metal industries with price
increases as low as 29.1 percent.

The public sector, too, registered low price increases in three
sub-sectors: 30.7 percent in basic metal industries, 26.4 percent
in paper, paper products, printing and publishing and 20.2 percent
in chemicals and petroleum, coal, rubber & plastics products.

Comparison of the lowest price increases in the private and
public sectors shows that in the case of chemicals and basic metal
industries they have both displayed low price increases.

Comparison of the highest price increases in the private and
public sectors shows that in the case of wood and non metallic mi-
neral products they have both displayed the highest price increases
in the manufacturing industry.

THE SHARE OF THE PRIVATE SECTOR IN
MANUFACTURING
(1986, current prices)

B (TL. bn.)
Food, Beverages, Tobacco 52.7
Textiles, Wearing Apparel. Leather 88 .8
Wood, Wood Products, Furniture 47.0
Paper, Paper Products 61.7
Chemicals 6.0
Non Metallic Mineral Products 81.4
Basic Metal Industries 53.1
Machinery, Equipment, Transport Equipment 90.3
Other 99.2
Total 63,2
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In the nine sub sectors of manufacturing, the private sector
dominates in five. In wood and chemicals, the share of the private
sector is below 50 percent and in another two the share of the
private sector 1s slightly over 50 percent, 52.7 percent in food
and 53.1 percent in basic metal industries.

YEARLY PRODUCT}ON VALUES OF THE MANUFACTURING INDUSTRY

AND RATE OF CHANGES
1965 T986 Growth Growth ImpTicit

Industry Sector Current Current At 1985 Rate at Rate at Defl.

Groups Prices Prices Prices Cur.Pri.1985 Pri. %
Manufacture of Food, b 1,070,319,640 1,526,803,917 1,085,406,285 42,7 1.4 40.7
Beverage and ¢ 1,185,302,117  1,700,268,899 1,313,508,860 43.5 10.8 29.4
Tobacco T 2,255,621,757 3,227,072,816 2,398,915,14L5 43.1 6.4 3h.5
Textile, Wearing Apparel D 173,306,200 262,081,774 186,281,327 51.2 7.5 Lko.7
and Leather 0 1,294,118,687  2,084,512,998 1,469,457,864  61.) 13.6 41.8
industries T 1,467,424,887  2,346,594,772  1,655,739,15] 59.9 12.8 41.7
Hanufacture of Wood ¥ 67,142,794 122,223,398 69,398,037 82.0 3.4 76.1
and Wood Products 0 63,721,209 108,498,392 74,756,884  70.3  17.3 4s .1
and Furniture T 130,864,003 230,721,790 144,154,921 76.3  10.2 60.1
Manufacture of Paper D 146,919,498 181,253,921 143,409,454 23.h - 2.4 26.4
and Paper Products, 0 198,738,001 291,474,806 209,524,321 6.5 5.4 19.1
Printing and Publishing T 3“5,65/,‘)59 hp2,7128,72/ 352,933,815 36.8 2.1 13.9
Manufacture of Chemicals D 2,616,573,141 3,390,175,877 2,819,772,80 29.6 7.8 20.2
and Petroleum, Coal, 0 1,993,425,186  2,888,073,026 2,209,632,831 4t 9 10.9 30.7
Rubker and Plastic Pro. T 4,609,998,327 6,278,248,903 6,029,405,672 36.2 9.1 2L .8
Manufacture of Non- D 128,052,235 222,974,229 146,696,729 741 14.6 52.0
Metallic Mineral 0 569,121,949 973,163,102 654,313,130  71.0 15.0 48,7
products T 697,174,184 1,196,143,331 801,009,859 71.6 14.9 49.3
Basic Metal industries D 677,511,857 1,015,420,082 777,221,485  49.9 5.7 30.7
0 659,358,079  1,150,504,573 891,032,318 74.9  35.] 29.1
T 1,336,869,936  2,165,924,655 1,668,253,803 62.0 24.8 29.8
Manufacture of Fabricated D 210,027,162 304,903,245 218,111,861 45,2 3.9 39.8
Metal Products, Machi- O 1,862,332,111  2,841,653,605 2,033,042,831 52.6 9,2 39.8
nery Eq.and Transport £q.7 2,072,359,273  3,146,556,850 2,251,154,692 51.8 8.6 39.8
: 37 - - 6

Other Manufacturing D 552,681 387,246 273,537 -29.9 -5G.5 h1.
mdustries 0 37,776,182 46,159,070 33,112,971 zh.2 -12.3 39.4
T 38,328,863 46546316 33,386,506 21.4 -12.9 394
Total D 5,090,405,208  7,026,223,689 5,446,571,596  38.0 7.0 29.0
0  7,863,893,580 12,084, 314 472 8,888,382,009 53.7 13.0 36.0
T 12,954,298,788 19,110,538,161 14,334,953,605  L7.5  10.7 33.3

D: Pubiic, 0: Private, T: Total
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SECTORAL BREAKDOWN OF PRIVATE SECTOR

PRODUCTION
(1986,current prices)
Percentage

Food, Beverages, Tobacco 14,1
Textile, Wearing Apparel, Leather 17.2
Wood, Wood Products, Furniture 0.9
Paper. Printing, Publishing 2.4
Chemicals, Petroleum Coal, Rubber and Plastics 23.9
Non Metallic Mineral Products 8.1
Basic Metal Industries 9.5
Metal Products, Machinery Equipment Transport

Equipment 23.5
Other Manufacturing 0.4
Total 100.0

According to the Industrial Production Index (1981:100), pro-
duction in the manufacturing industry increased by 10.8 percent in
1986 as compared to 1985. The rate of increase was more pronounced
in the private sector (12.2 percent) than in the public sector (8.8
"percent). Private sector production increases were highest in basic
metal industries (20.2 percent), and non-metallic mineral industries

(15.5 percent).

Both in the public and the private sector, the basic metal
industry (up by 16.6 percent in public and 20.2 percent in private)
and non-metallic mineral industry (up by 18.1 percent in public and
15.5 percent in private) showed the highest increases in production.
As a result of the production differential in the private and public
sectors, total food production again decreased, by 0.7 percent. The
private manufacturing sector achieved a remarkable percentage annual
growth during the period 1981-1986, the level of production achieved
in 1986 was 538.4 percent higher than that in 1981.

Whilst Turkish industry went through a recession which lasted
for three vears, 1878-1980, it was certainly able to take up the
challenge created by the outward orientation of the economy following
the stabilization and restructuring measures of 24th of January 1980.

Industry grew at an average of 8 percent per annum during 1981-
1986, with the highest rate of growth, equal to 11.1 percent, being
attained in 1986. The average rate of growth during this periocd was
high encugh to supply the domestic market and support at the same
time the big increase in exports of manufactured goods.

. The rapid increase 1in industrial outrputr was reflected in the
share of industrial value added,increasing Irom 27 percent of GNP
in 1981 te 32.6 percent in 1986,
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INDUSTRIAL PROBUCTEION INDEX

1981:100
1985 T986
First Second Third Fourth 1985 First Second Third Fourth 1986
Quar. Quar. Quar. Quar. Year Quar. Quar. Quar. Quar. Year
Food Beveragesé
Tobacco
Public 88.4 123.6  116,2  158.8 125.6 75.4 108.1 120.1 151.2 116.2
Private 101.3 102.8  125.2  119.3  112.3 106.3 115.0 123.6  133.9 123.5
Total 93.3 112.6  120.0  1hk.1 120.3  87.1 111.7  121.6  144.8 119.5
Textiles,Clothing
Leather Products
Public 112.3 4.8 103.8 109.1 104.9 115.9 98.1 11.5  123.4 112.4
Private 124 .6 119.6 135.0 135.6 129.0 153.4 137.8 152.7  146.9 145.1
Total 122.7 16,7  129.9  131.7 125.2 147.8 131.6 145.9 W34 140.0
Wood,Wood Products '
and Furniture
Public 113.2 123.3  123,1  151.0 130.9 161.8 132.6  132.7 138.%4 140.5
Private - 87.6 86.4  99.2 129.5 102.1 108,7 115.1 112.8 128.8 14,9
Total 96.8 101.0  108.5 139.1 113.6 127.4 122.0 120.5  135.2 125.1
Paperé&Paper Products
Printing,Publishing
Public 150.6  114.9  115.9 113.7 122.9 137.9 12h.9  120.1 1251 1362
Private 144 1, 127.1 124.8  134.9  132.7 150.2  143.5 135.4 150.7 146.6
Total 147.2 121.¢ 120.3  124.1  127.8 144.2  134.2 127.8  137.1 136.4
Chemicals,Petroleum,
Coal.Rubber, Plastics :
Public  120.8 161.1 127.3 125.2 131.7 136.% 463 ¢ 142.9 126-8 149.8
Private 137.1 131.9  126.5 130.2 131.0 150.0  qp4.5 144.8 : %'8 145.0
Total 127.1 145.7  127.0  127.5  131.4 141.7 53,3 143.8 50. 147.5
Non-Metallic Minerals
Public 70.3 125.0 127.2 115.2  113.,5 100.6 135.2  147.9 138.9 134.1
Private 133.0 120.9 132.6 127.5 128.2 159.3 i35.%  150.7  150.7 148.3
Total 123.7 121.8  131.4 125,07 125.1 150.6 135.%  150.1 148.4 1454
Basic Metal Industries
Public 157.7 155.6  196.4  183.7 173.9 186.7 202.0  253.1 171.6 202.8
Private 210.6 173.3  184.1  216.7 196.7 273.9 209.7 228.3  229.6 236.4
Total 180.8 163.3  190.9 198.,8 184.0 225.3 209.7 242.1 198.0 217.8
Metal Pro.Machinery
Transportation Vehicles
Measuring and Controlling
Apparatus
Public 192.0 189.1  216.9 152.2 185.7 255.2 213.4  224.8 164.¢ 216.5
Private 159.9 166.9 161.4  184.1  169.0 192.7 196.4 171.5  186.4 186 .8
Total 163.0 168.9 166.4 180.8 170.6 199.0 198.0 176.2 184.2 189.1
Manufacturing industry as a whole
Public 117.2 6.2 134.2 142,11 135.3 126.8 153.b 151.2 1543 147.2
Private 139.7 135.4  139.3  143.8 141.2 163.7 155.7  155.9 1583 158.4
Total 130.3  139.3  137.2  145.k 138.8 48,3 154.9  153.4 156 g 153.8
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Of 93 industrial products monitored by the State Planning Or-
ganization, production of 54 items increased in 1986, and output
of 35 items decreased,while output of four items was unchanged.

Mining:

There were considerable iIncreases in production of 6 items:
natural gas increased by 574 percent, perlite by 120 percent, phosphate
by 44 percent, alumina by 26 percent, barytes by 22 percent and
lignite by 20 percent, and chromite output decreased by 37 percent.

Food:
There were decreases in meat, poultry and sugar and limited
increases in the production of milk, tea and fodder.

Beverages, Tobacco:
There was a massive 88 percent increase in beer production,
limited increases in other beverages. Production of both filter

and non-filter cigarettes decreased in 1986,

Rubber:
Car tyre production fell by 7 percent, truck tyre production

increased by 3 percent, tractor tyre output was as in 1985 and
tube production decreased by 13 percent.

Paper:

Production of corrugated paper-board increased by 95 percent,
whilst that of writing paper and kraft was down on 1985 by 13
percent and 26 percent respectively.

Forestry Products:

Fibreboard output increased by 26 percent and that of parquet
flooring by 19 percent, while packing case. production decreased
by 14 percent.

Fertilizers:
Production of most fertilizers was markedly lower than in 1885.

Agricultural Equipment:
Tractor production decreased by 30 percent and hérticultural
tractor output by 25 percent.

Chemicals:

Bgraxdecahydrate production decreased by 15 percent and that
of sodium perborate by 6 percent while boric acid, carbide, salt
and ethyl alcohol production increased at rates ranging from 6 to
16 percent.. ~ .

Petro-chemicals:

Polvethylene output increased by 397 percent, polvvinyl chlorure
by 65 and carbon black by 6 percent, while caprolactam production
fell by 32 percent, synthetic rubber by 21 and polystyrene by 4
percent.
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Petroleum Products:

Gasoline production did not increase at all, diesel oil inc-
reased by 13 percent, all other products improved by a single digit.
Cement production increased by 14 percent.

Electrical Energy:
Electrical energy output increased Dv 11 percent, slightly
above the overall rate of rise in manufacturing production.

iron and Steel:

Pig iron production increased by 147 percent, iron by 16, me-
tallurgical coke by 11 and molten steel by 12 percent. Output of
seamless steel tubing was down by 6 percent on 1985,

Non-Ferrous Metals:

Blister copper production increased by 7 percent and lead
concentrate by 8 percent, while output oI both liguid aluminium
and ferrochrome fell by 12 percent.

Motor Vehicles:

Production of commercial vehicles decreased, production of buses
and and midi-buses Dby 5 percent, trucks by 8 percent. Production
of passenger cars increased by 36 percent, but even this remarkably
high percentage was insufficient to meet tThe still rising demand.
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1985 1986 % Change
Mining (K) {000 tonnes)
Hard Coal 3605 3516 -2
Lignite 30356 36524 20
Crude Petroleum (K+0) 2105 2374 13
Natural Gas (000 cubic mt) 67736 456715 574
Chromite 153 97 -37
Copper Concentrate 136 147 8
Alumina 113 142 26
Wolfram Concentrate (ton) 550 618 12
Colemanite 445 513 15
- Sulphur 38 40 5
Phosphate 59 85 Lh
Perlite (ton) 5 11 120
Barytes {ton) 60 73 22
Borax 350 373 7
Food (K). (000 tonnes)
Packed Tea 108 116 7
Beef & Lamb 55 43 -99
Poultry (ton) 7000 5500 -21
Sugar 1286 1224 -5
Pasteurized Milk (000 1t) ~hy275 L8om 9
Mitk {mn 1t.) 136 155 14
Fodder 590 627 6
Beverages & Tobacco (mn.It)
Filter Cigarette (000 tonnes) 55 53 -2
Non~Filter Cigarettes (000 tonnes) 6.8 6.2 - 8
Raki he 4g 5
Vodka 4.8 - 5.4 12
Beer 18.9 35.6 88
Wine 9.7 10.0 k
Rubber (0) (000)
Car Tyres 3265 3025 -7
Truck Bus Tyres 1677 1731 3
Tractor Tyres 651 653 0
Tubes 3763 3288 ~13
Paper (K) (000 tonnes)
Paper (total} kéeg 474 1
Writing Paper 77 67 -13
Newsprint 146 152 4
Wrapping Paper 34 32 -6
Corrugated Paper Board 43 84 95
Cigarette Paper b 4 0
Cardboard Ls L7 L
121 90 -26

Kraft Paper
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1985 1986 %
Forestry Products (K)
Lumber {000 cub.mt.) 356 389 9
Chip—Board (000 cub.mt) 63 71 13
Parquet Flooring{000 sq.) 420 500 19
Fibre Board (000 cub.mt.) 19 24 26
Packing Cases (000) 618 531 -14
Fertilizer (000 tonnes} (K+0)
Fertilizer (total) 7376 6960 -6
Ammonia (X) - 236 -11
Sulphuric Acid 592 59 0
Phosphoric Acid 111 130 17
Ammonium Sulphate 282 243 -14
Ammonium Nitrate (K) 13 L -69
Calcium Ammonium Nitrate (K) 1037 999 o
Urea (K) 357 322 -10
Normal Superphosphate (K) 6 1 -83
Triple Superphosphate 528 531 1
Diammonium Phosphate 367 391 7
Compound Fertilizer 1090 933 -14
Agricultural Equipment (K+0} (No)
Tractors 39380 27658 =30
Horticultural Tractors 748 560 -25
Chemicals (K) (000 tonnes)
Borax Decahydrate 20 17 -15
Boric Acid 19 22 16
Sodium Perborate 18 17 -6
Carbide 18 20 11
Salt 1056 1205 ih
Ethyl Alcohol (000 Tt) 34918 37100 6
Petro-Chemicals (K) (ton)}
Polyvinyl Chloride Lo216 66463 65
Polyethylene 30675 152560 397
Carbon Black 22423 23733 6
Synthetic Rubber 27859 22146 -21
Polystyrene 16483 15822 -4
Caprolactam 13691 9261 -32
Petroleum Products (K+0) (000 tonnes)
Gasoline 2361 2351 0
Diesel 0i1 5018 5682 13
Crude Petroleum Processing 17994 19126 6
Cement & Refractories(K) (ton)
Cement (K+0) 17581 20004 14
Basic Refractories L4871k 51173 5
Acidic Refractories 30935 32598 5
Energy (K+0) (Mn.Kwh)
Electrical Energy 36361 40463 11
Iron & Steel (K) (000 tonnes)
Metallurgical Coke 2645 2930 11
I ron 3207 3733 16
Pig lron 141 348 147
Molten Steel (K+0j 3196 3573 12
Seamless Steel Tubing: 7918 7471 -6
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1965 1986 %

Non - Ferrous Metals({X) {000 tonnes)

Blister Copper 33506 35734 7

Liquid Aluminium 54150 60016 -12

Lead Concentrate (K+0) 53920 57995 8

Ferrochrome 53330 47052 -12
Motor Vehicles{0) (No.)

Buses-Midibuses 3365 3212 -5

Minibusses 7397 7116 -4

Cars 60353 82032 36

Trucks 8167 " 7670 - b
Railway Rolling Stock{k) (Nol

Diesel Locomotives 25 0 -100
Source: SPO

(0) Private sector
(K) Public Sector
(K+0) Private + Public sector

Capacity Use in Private Manufacturing Industry

On a yearly average basis, in 1986 capacity use in manufacturing
as a whole remained at the same level of 72.7 percent. The use of
capacity was marginally higher in the first half of the year, equal
to 72.8 percent, and lower in the second half, at 72.6 percent. On a
guarterly basis, the first half of the year was characterized by a
considerable increase from 72 percent in the first quarter to 73.7
percent in the second quarter, while the second half was characterized
by a considerable decrease, from 73.4 percent in the third quarter
to 71.9 percent in the fourth quarter.

The consumer goods industries increased their capacity use;
food, beverages and tobacco from 71.6 to 73.7 percent, textiles,
clothing and leather goods from 75.3 to 78.3 percent, forestry
products and furniture from 58.8 to 62.8 percent, paper from 74.2
to 77.4 percent. In addition to the consumer goods industries, the
capital goods and machinery sector increased its capacity use from
68.6 to 69.4 percent. The remaining industries decreased their
capacity use in such manner that the average for the industry as a
whole did not change. In chemicals, the use of capacity fell from
74.7 to 70.6 percent, earthenware from 80.6 to 80.2 percent and
other industries from 73.8 to 65.2 percent.
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UTILIZATION OF CAPACITY IN PRIVATE MANUFACTURING SECTOR
(%)

Jan. April July  Oct. Jan. April July Oct.

1986
March June Sep. Dec. 1985 March June Sep. Dec. 3
- FO?SQSizgrages_ 72.4 68.7 75.6 69.7 71.6 7h.5 73.4 74.5 72.8 73.7
*Textiles-Clothing
efeétiir Products 74.8 74.9 75.4 75.9 75.3 76.8 77.9 79.1 78.9 78.3
¥ Prod.&
FoEiiﬁ?ZurJo 52.0 57.0 61.5 64.6 58.8 59.4 65.0 62.4 63.7 62.8
Pagfggsiﬁir. 72.8 74.8 74.3  75.0 7h.2 74 .1 73.8 79.9 78.5 77.4
icals-Petrol
Chﬁﬁéﬁirsplisi?cium 75.1 74.8 77.0 7.7 74.7 69.9  75.4 68.3 69.9 70.6
Earthenware 79.L . 80.6 0.1 82.3 80.6 75.0 78.7 80.9 83.0 80.2
Basic Metals 71.6 74 .6 67.7 76.0 72.5 72.2 57.3 75.8 70.1 72.7
Capital Goods & ‘
aﬁééﬁine?? ) 69.9 69.4 64.8 70.2 68.6 69.9 70.3 69.9 68.3 69.4
Others 72.0 72.3 77.1  73.8 73.8 65.5 66.8 64 .4 64.3 65.2
Total 72.8 72.9 72.5 72.7 72.7 72.0 73.7 73.4 71.9 72.7

In 1986, the highest capacity uses were recorded in earthenware

with 80.2 percent, in textiles, clothing & leather product with 78.3
percent in paper and paper products with 77.4 percent, in foecd.

beverages and tobacco with 73.7 percent and in basic metals with 72.7

percent which happens to be the overall average for the private
manufacturing industry. Forestry products, chemicals, capital goods

and machinery had capacity uses below the average.

A comparison between the reasons given in 1985 and in 1986
for not using full production capacity shows that there was an
increase in the lack of demand from 53.3 percent in 1985 to 53.7
percent in 1986;insufficiency of domestic demand decreased from
36.6 to 35.9,while insufficiencv of foreign demand increased from
16.7 percent to 17.7 percent

-

Financial problems decreased in importance from 25.1 percent
to 23.9 percent.

The non-availability of raw materials increased in importance
from 14.7 to 16.1 percent. While non-availability of imported raw
materials did not change, that of domestic raw materials increased

from 8.3 to 9.5 percent, while energy, labour and other problems
remained at the same level.

Quarterly data on production indicates a decreasing trend

during 1986, from 14.6 percent in the first quarter to 13.6, 11.5
and finallyv 5.6 percent.
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REASOMS FOR LOW UTILIZATION OF CAPACITY (%)

Jan. April July  Oct. 1985 Jan. April July  Oct. 1985

March June Sen, Sep. March June Sep. _Dec. 386

insufficiency of demand 53.3 53.4 £2.8 53.3 53.3  54.0 54.0 51.7 53.4k 53.7

a)Domestic Demand 36.8 37.1 35.9  36.6 36.6  36.5 36.1 34,7 35.8 35.9

b)Forelgn Demand 16.5 16.3 6.8  17.3 16.7 17.5 17.9 6.9 17.6 17.7

Financial Problems 24.7 24.8 25,8 25.2 25,1 23.8 23.9 245 23.3  23.9

Non-Availability of Raw

Materials 4.7 144 4.9 15.1 14.7 15.3 15.9 17.4 15.6 16.1

a)Domestic 7.7 8.3 8.5 8.7 8.3 9.2 9,7 9.6 9.6 9.5

) b) Imported 7.0 6.1 6.4 6.4 6.4 6.1 6.2 7.8 6.0 6.5

~| Energy 2.5 2.8 2.6 2.7 2.7 3.4 3.5 3.0 4.3 2.7

Labour Problems 3.7 3.8 3.3 2.7 3.4 2.8 2.1 2.8 2.6 3.1
Others C.6 0.5 0.3 0.2 0.4 0.5 0.3 0.3 0.4 O.EJ

2

Production values increased by 10.6 percent on the average in real
terms and by 58.9 percent in nominal terms. Some sectors performed
at an outstanding rate of increase; in particular, 25.8 percent for
basic metals, 18.9 percent for forestry products, 17.9 lor textiles,
leather products and clothing, 16.1 percent for earthenware, 15
percent for metal goods and 14.9 percent lor electrical machinery.

Price increases followed the cyclical pattern of a high priced
quarter succeeded by a lower priced one, with the first half of the
year averaging an annual increase of 44.6, while the second half
averaged 43.1 percent and the average for the year was 43.7 percent.

Except only basic metals and food, beverages and tobacco,all
sectors displayed price increases higher than the average for ma-
nufacturing as a whole
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6) Employment and Labour Relations

Employment

Whilst 5 out of 10 of the economically active population are
still engaged in agriculture there has been a marked decline in
employment in agriculture during the last 25 years, from 77.2
percent in 1962 to 57.5 percent in 1986, This fall of 19,7 percentage
points was partly accounted for by an increase of 5 percentage points
in employment in’ industry, but the most rapid increase, equal to
.13 percentage points, occurred in the services sector.

SECTORAL DISTRIBUTION OF MANPOWER DEMAND
(1962-1986)

b Change
1962 1986 . Absoiute
(000) % (0C0) % . (000) %
Agriculture 89742.0 77.2 9364.0 57.5 -378 -3.9
Industry 1048.0 8.3 2170,0 13.3 1122.0 107.1
Mining 68.0 0.5 128.0 0.8 60.0 88.0
Manufacturing 848.0 7.5 1902.0 11.7 954.0 100.6
Energy, Gas, Water 32.0 0.3 14¢.0 0.8 108.0 337.5
Constiruction 272.0 2.1 652.0 - 4.0 380.0 139.7
Transportation . 248.0 2.0 566.0 3.5 318.0 128.2
Commerce - 310.0 2.4 812.0 £.0 502.0 161.9
Banking 49.0 0.4 235.0 1.4 186.0 378.6
Other Services 851.0 7.5 2211.0 13.6 1260.0 132.5
Unspecified 273.0 1.7 - 273.0 100.0
Total 12620.0  100.0 16284.0 100,0 3664.0 29.0
Non-Agricultural
Employment 2878.0 22.8 6920 42.5 4042.0 140.4
Source: SPO
PERCENTAGE DISTRIBUTION OF ECONOMICALLY
ACTIVE POPULATION
Sectors ' 1962 1986 1986 1986/62
Agriculture 22,7 57,5 19,7
Absorbed by Relative Share of
absorption
Industry 8,3 13,3 5,0 25,4
Mining 0,5 0,8 0,3 1,5
- Manufacturing 7,5 11,7 4,2 21,3
Energy-Gas-Water 0,3 0,8 0,5 2.5
Construction 2,1 4.0 1,9 9,6
Transportation 2,0 3,5 1,5 7,6
Commerce - 2,5 5,0 2,5 12,7
Banking 0,4 1,4 1,0 5,1
Other Services 7,5 13,6 6,1 31,0
Unspecified 1.7 1,7 8,6
Total 100,0 100,0 19,7 100,0

Source: SPO



- 46 -

t

-According to the most recent estimates, there is a labour surplus
of around 2 million and 170 thousand people. Half of these people,
or 1 million and 76- thousand, are registered open unemployed and
actively looking for jobs through the Labour Placement Office. It
is estimated that disguised unemployment in agriculture accounts
for around a further 652 thousand persons.

The surplus labour ratio, excluding disguised unemployment in
agriculture, increased from 12.4 percent in 1983-1984 to 12.7 per-
cent in 1985 but fell to 11.5 percent in 1986.

Important developments have taken place in the last three
years. The average rate of increase in non-agricultural employment
has risen from the 2.36 percent average of the previous three years
to 4.15 percent. One of the factors is the acceleration of the rate
of growth from 4 percent in the three years 1981-1983 to the 6.3
percent average oI the next three years (1984-1988).

The average rate of increase in non-agricultural employment

'_ was 138,267 per annum during 1981-1983 and nearly double that, or
264,733,during 1984-1986. -

"It is apposite to recall here that there are four objectives
of economic policy: growth, employment, balance of payments and
inflation. It is the right place to recall that in the last three
years the government has accelerated growth and employment.

LABOUR MARKET AND SECTORAL EMPLOYMENT It TURKEY
(AGE 15 + IN THOUSANDS)
(MID-OCTOBER SITUATION)

(000)
1980 198] 1982 1683 1984 1985 1986
{Civilian Labour Force 17063.0 17297,0 17533,0 17773,0 18016,0 18269,0 18764,4
Civilian Employment . 15231,3 15367,9 15467,0 15577.0 15776,2 15955,1 16592,5

Unemployment Excluding ‘
Agricultural Labour Surplus 1831,7 1929,1 2066,0 2195,0 2239,8 2313,9 2171,9
Agricultural Labour Surplus 700,0 700,0 665,0 66%,0 665,0 665,0 652,0

Domestic-Labour Surplus 2531,7 2629,1 2731,0 28€i,0 2904,8 2978,9 2823,9
Surplus Ratio 14,8 15,2 15,6 16,1 16,1 16,3 15,0
Surplus  Ratio (Excluding 10,7 11,2 11,8 12,4 12,4 12,7 11,5

-~ Disguised Unemployment)
Domestic Civilian Employment

Agriculture 9520,0 9511,5 9481,4 9450,8 9420,4 9390,0 9363,%
Industry , 1770,8 1821,9 1855,3 191¢,7 1984,1 2052,5 2170,4
Mining 124,0 126,0 114,0 10¢,0 111,7 118,6 127,8
Manufacturing 1548,0  1594,0 1628,0 1685,0 1748,2 1802,0 1902,2
Electricity,Gas,Water 99,0 102,0 113,0 11¢€,0 124,2 131,9 140,4
Construction 580,6 582,1 '584,0 586,3 605,6 623,0 651,7
Commerce 628.2 656.0 675.3 696.4 730.5 762.0 812.5
Transportation .. 480,2 40],] 498,3 507,3 730,5 541.4 566,4
Banking 211,0 214,0 216,0 217,0 223,7 229,90 235,2
Other Services: 1767,0  1818,0  1833,0 1935,0 2016,2 2210,9 22109
Unspecified 273,0 273,0 273,0 273,0 273,0 273,0 273,0
Total . 1523]1,3 15367,9 15467,0 15575,7 15776,1 15955,1 16284,0
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How serious the unemployment situation will become in the
immediate future depends to a large extent on the growth performance
of the Turkish economy. Only rates of growth exceeding 7 percent per
annum would be likely to substantially reduce unemployment. The
average growth rate for the next five years is estimated at 6.3
percent, with 6.8 percent the upper and 5.3 percent the lower limit.
The average increase in non-~agricultural employvment is estimated
at 3.5 percent of non-agricultural employment, or 1.2 percent of
total employment.

It is obvious that as in many other countries unemployment is a
major problem with no easy solution. The traditional extended family
system in Turkey has led to a certain cushioning of the undesirable
economic and social consequences of long term unemployment but
family systems are changing and will probably notably reduce the
buffer effects of the extended family in the future. Already, there
are many family units in the cities and towns with no sort of links
with the traditional buffer of a permanent rural connection as a
source of bare necessities in bad times. :

The emphasis given recently to creating an outward looking,
more efficient economy may provide more emplovment per unit produced
as production in labour intensive sectors and sub sectors of the
economy is encouraged at the expense of that in the capital intensive
fields. But it may also reveal serious bottlenecks in the skilled
labour supply. Hence the need for an educational policy which is
better oriented to the skills most required and likely to be required
by the labour market.
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OPEN UNEMPLOYMENT

% Change % Change

%» Change

1984 losasas 1985 1ggsopsc 1986 1ogess
January 633147 30.2 882197 39.3 996703 13.0
February 664934 32.4 896823 34,9 10193908 13,7
March 701268 33.8 921662 31.4 1039913 12.8
April 736271 39.2 935778 27.1 1050679 12.3
May 743542 41,0 941279 26.6 1058634 12.5
June 753351 40.6 941055 24.9 1056879 12.3
July 780589 45.0 934699 19.7 1061131 A3 5
August 794665 43.5 940177 18.3 106]19¢9 13 0
September 805150 41.5 944998 17.4 1076822 14 0
October 821302 40.0 951457 15.8 1076538 13 2
November 833322 36.9 958904 15.1 1074459 12 1
December 863589 37.89 966195 11-9 1076309 11 4

Source: Labour Placement Office
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APPLICATIONS FOR EMPLOYMENT AND OPEN UNEMPLOYMENT

1980 1981 1982 1983 1984 1985 1986
Applications During 504780 618137 639142 648837 683717 512580 580109
the Year
Total Applications - 816508 1043068 1191548 1268386 1572498 1744186 1994161
Employment Opportunities 189358 201366 188946 200472 214415 - 170002 275235
Of ferad
Total Employment 198544 210531 209205 223562 244874 197211 291232
Opportunities
Open Unemployment 263354 341336 468654 626175 863589 966195 1076309
157690 _ 258848

Piacement During the Year 163426 161048 151278 158042 178018

4

Source: Labour Placement Office

Wages of Insured Workers'

In 1986, gross and net wages of insured workers covered by the
Social Security scheme increased by 30.0 percent. In real terms,
however, gross wages decreased from 57 TL in 1985 to 55 TL in 1986
by 3.5 percent and net wages from 67 TL to 65 TL, by 3.0 percent

last year.

GNP

GNP Employment Employment Daily Gross

(TL/Bn) (000) (COD TLI(1) Wage (TL)(2)
1980 4435 15231 291.2 427 .0
1981 6554 16368 426.5 543.8
1982 8735 15467 564.8 691.0
1983 11549 15577 741.4 944.4
1984 18353 15776 1163.3 1307.0
1985 27789 15955 1741.7 1729.0
1986 39190 16592 2362.0 2248.0

The 1986 daily wages of insured workers were 4.8 percent below
the GNP created by all those in employment, but in 1980 wages

47 percent above daily GNP.

were

GNP
Non Agr. Non Agr. Per Day Daily Gross
GNP Empl. Per Worker) Wage (TL)(2) (2)/(1)

(TL/Bn) (000) TL (1)
1980 3495 5711 1677 427.0 25.5
1981 6203 5856 2902 453.8 18.7
1982 8025 5986 3673 691.0 18.8
1983 9387 6126 4197 944 .4 22.5
1584 14887 6356 5483 _ 1307.0 20.2
1985 22898 6565 8556 1729.0 18.1
1986 32558 6920 12890 2248.0 17.4

10
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Excluding agriculture, the gross daily wage of insured workers
was 17.4 percent of GNP created per worker, per day, a ratio which
compares unfavourably with the 25.5 percent of 1980. In percentage
terms, the gross wage in 198¢ was 31.0 percent lower than in 1980

Index Of
Non Agricultural
Per Capita Daily Daily
GNP Gross Gross Wage
Per Day (TL) Wage (TL) GNP
1980 100.0 100.0 100.0
1981 173.0 127.4 73.6
1982 219.0 161.8 73.9
1983 250.3 221.1 88.3
1984 386.6 306.1" 79.2
1985 569.8 404 .9 71.0
1986 768 .6 526.5 68.5
GNP -
EmpToyment Net Wage
{000 TL) Per Da
(1) {2) {2)/(1)
1980 - 291.2 224.4 0.77
1981 - 426.5 343.4 0.81
1982 : 564.8 429.9 0.76
1983 741.4 588.0 0.79
1984 1168.3 887.8 0.76
1985 1741.7 1158.0 0.66
1986 2362.0 1506.0 0.64
Non Agr.GNP :
Per day,per Net Wage Wage
worker Per Day GNP
1980 1677 224 .4 13.4
1981 . 2902 343.4 11.8
1982 3673 429.9 11.7
1983 4197 588.0 14.0
1984 6483 887.8 . 13.6
1985 9556 - 1158.0 121
1986 12890 1506.0 11.7

*Gross minimum wage increased by 83.8 percent from TL 40,400 to
TL 74,250 in June 1986. :
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Net wages, in real terms, have fluctuated in different ways due
to changes in the income tax rate and other deductions, but showed a
downward deviation in 1985 and 1986.

Non-agricultural GNP divided by non-agricultural employment
gives GNP per non-agricultural worker. Net wage per day as a
percentage of non-agricultural GNP per day fluctuated between two
levels, the upper one was attained in 1980, 1983 and 1984 and was
equal to 13.4 - 14.0; the lower level of 12 and below applied in
1981, 1982, 1985 and last vear.

Average gross wages of insured workers compared to per capita
Gross National Product fell from 1.56 in 1980 to 1.08 in 1986.

Annual Gross

Wages of Per Capita
Insured Workers Income
{1) (2) (1}/(2)
1980 155855 99805 - 1.56
1981 198487 143909 1.38
1982 252215 187093 1.34
1983 344560 241348 1.43
1984 477055 374462 1.27
1985 631085 5524C8 1.14
1986 : 820520 760301 1.08

In 1986, gross wages of insured workers amounted to 820 thousand

TL in annual terms or 68,377 TL per month, 12 percent above the per
capita GNP. o

Emigrant Turkish Workers

For the last five years, the emigration of Turkish workers has
fluctuated around the 30 thousand per year mark. Whilst there was
relative stability in the total of emigrants, the composition by
countries showed major variations. Whilst emigration to Iraq and

Libya considerably decreased, that to Saudi Arabia has shown a
rising trend.

Out of 35,608 emigrant workers in 1986. 2,160 emigrated to
Iraq, 8,381 tp Libya and 23,771 to Saudi Arabia.
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* EMIGRATION OF TURKISH WORKERS BY COUNTRIES

Collective Bargaining Agréements

A total of
force in 1986,

2
752

Persons/Year
Countries 1981 1982 1983 1984 1985 1986
USA 17 13 5 6 - 14
Australia 321 125 181 145 250 391
Austria 184 12 7 2 16 52
Belgium 13 2 2 3 7 -
Denmark 6 3 3 13 25 57
W.Germany 274 61 43 17 23 17
France 6 9 4 4 3
Holland 3] 2 4 5 5 12
United Kingdom 11 8 6 4 10 27
Switzerland 379 163 209 69 110 137
Irag 10467 8906 7367 2430 1612 2160
Libya 30667 26686 23292 16410 9680 8381
Saudi Arabia 14379 12325 20238 21769 35067 23771
Other Countries 1998 1073 1109 726 544 586
Total 58753 49388 52470 45815 47353 35608
Source: Labour Placement Office
EMIGRATION OF TURKISH WORKERS

Years Nﬂg?igrgf Cumulative Years Naggﬁgrgf Cumulative

1962 11185 11185 1974 20221 809022

1963 30328 41513 1975 4419 813441

1964 66176 108689 1976 10558 823999

1965 51520 159209 1977 12084 843083

1966 34410 193619 1978 13084 861935

1967 8947 202566 1979 23630 885565

1968 43204 245770 1980 28503 914068

1969 103975 349745 1981 58753 972821

1970 129575 479320 1982 49388 1022209

1971 88442 567762 1983 52470 1074609

1972 85229 652991 1984 45815 1120424

1873 135820 788811 1985 47353 1167777

1986 35608 1203385

667 collective bargaining agreements were put into

of them with public establishments and 1,915 with
private enterprises.
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Thg total number of establishments covered by these collective
bargaining agreements was 11,769, of which 7,956 were public and
3,813 private establishments.

The total number of workers covered by 1986 collective'barg&unng
agreements was 707,230, out of which 348,626 were working in public
establishments and 358,604 in private concerns.

COLLECTIVE BARGAINING AGREEMENTS

1880 1981 1982 1983 1984 1985 1986

Collective Bargaining

Agreements 1813 647 3221 991 1185 2721 2667
Public 445 255 1038 241 391 635 752
Private . 1368 392 2183 750 794 2086 1915
Number of Workers 320087 465353 1169804 261264 340095 919810 707230
Public 236665 357850 727692 174287 147163 . 647582 348626
Private 93322 107503 442112 86977 1920932 272228 358604
Number of Establishments 3903 3794 18150 5468 4258 12702 11769
Public 2018 2746 8122 3875 1499 9619 7956
Private 1885 1048 10028 1593 2759 3083 3813

Source: Supreme Arbitration Board







CHAPTER 11

FONETARY TRENDS

The monetary measures taken in 1986 showed signs of a ¥eé -
orientation of the monetary policy traditionally pursued. Traditionally
the control of monetary expansion has involved policies directed
towards the control of credit demand by the private sector and of
the borrowing requirements of the public sector through limitation
of their expenditure. . Given this, huge, larger than expected Budget
deficits and the financing of such deficits mainly through Central
Bank sources and internal borrowing made it almost impossible for the
monetary authorities to pursue policies independent of fiscal stance.
In so far as the credit demands of the private sector were concerned,
the fact that these were met largely by the commercial banks, that
loan interest rates were institutionally set (and thus did not
necessarily reflect market conditions) and that there existed an
automatic rediscount facility at the Central bank for extending
credits to priority sectors, the money stock became largely a
function of the volume of total credit demand.

The new approach to monetary management involves, instead, the
control by the Central Bank of total (TL denominated) reserves held
by the commercial banking svstem. This, it is expected, will faci-
litate a more effective implementation of interest rate policy;
and, by instituting a more direct control over banks' liabilities,
it will introduce a more effective mechanism Zor monetary control.

Control of money and credit stocks through control of total
bank reserves requires a set of new institutional arrangements and
changes in the framework of the monetary sectcr. In point of fact,
a first step in this direction was taken in rid-1985 when Treasury
bills and bonds first began to be auctioned. With the objective of
mzintaining a stable relationship between totzl reserves available
to the banking syvstem and the volume of monev stock, a set of new
arrangements were put into effect in order tc ensure that the banks
observe statutory reserve and liquidity ratios on a day - to - day
basis in future. Presently, banks are requirec to attain their
monetary reserve ratio within periods of two iastead of four weeks.
As from the beginning of 1986, interest paid on statutory reserves
was reduced to zero; but in order to offset the negative effect of
this on banks' unit costs, the reserve ratio was reduced from 18 per-
cent to 15 percent shortly .afterwards.
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As regards the liquidity ratio, whereas banks were previously
required to restore this ratio within periods of a month, the new
svstem reduces this period to one week. Moreover, liquid assets are
now divided into two categories: Category I comprises bank vaults
and free reserves, whilst Category II covers rediscount facilities
and certain other financial assets. Required liquidity ratios for
these categories are 3 percent and 12 percent, respectively.

The above must be regarded as initial Steps towards a system
whereby bank reserves are more closely monitored and managed
mainly through open market operations. Due to the fact that the
rediscount facility is restricted to medium-term credits only,
under this new system deposit banks are able to meet their reserve

needs only to the extent allowed by the overall limits set for
total reserves.

Obviously, in order to meet banks' reserves needs, a new system
was needed to replace the previous rediscount facility. One such
syvstem was initiated by the Central Bank by establishing an inter-
bank money market in April 1986. This was the most important deve-
lopment taking place in the Turkish money market during the year.
This interbank money market aims at bringing together banks with
excess reserves and those with a reserve shortage. Interest rates,
being entirely determined by demand and supply conditions in the
money market, also provide proper market signals on which the central
monetary authorities base their policy formulations as they will
be true indicators of market trends. The interbank market will
greatly facilitate the optimal allocation of total reserves within

the banking sector as the allocation is now market determined, with-
out any government intervention.

Thus, changes in interbank rates in 1986 closely reflect short-
term (even daily) liquidity trends in the banking sector. In point’
of fact, interest rates which are increased in the summer months as a
result of increased demand for money, declined in the autumn with
the 'slowdown in economic activity and the resultant lower demand
for money. The interbank market from the day of its establishment
has displayed persistent growth in the volume of its activities.
With the introduction of this market, banks have begun to attach
more importance to their cash management and the possibility of
investing idle funds in this market has encouraged them to improve
their resources management. : '

Presently, over-night, one-week, two-week, three-week and one-
monthly transactions can be undertaken in the interbank market although -

transactions have so far been concentrated in over-night and 7-day
facilities.

In the light of the above mentioned measures and the targets of the
1986 Economic Development Programme, a monetary programme was prepared

to determine targets for monev supply and certain other monetary
magnitudes. A target growth rate consistent with growth and inflation
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targets, was set for M2 growth and M2 money supply was also linked
to expected trends in such other variables as real interest and
exchange rates.

The planned increase in reserve money cohnsistent with the
target M2 money supply, was distributed as between increases in
credits to the public sector and to banks and net foreign assets.

Targets were set for Central Bank credits to banks and for net
foreign assets, and once the upper limit was set for reserv money
the maximum amount of credits to be extended to the public sector
would be limited by this upper 1limit,.

It is certain that the introduction of open market operations
and interbank practices will help enforce policies directed towards
control of reserve money and will thus provide the Turkish Central
Bankers with additional tools besides required reserve and liquidity
ratios.

The commercial banks' foreign currency holdings and transactions,
which have lately reached considerable dimensions, introduce additional
uncertainty into the process of monetary control as foreign currency
deposits and credits provide additional liquidity. This will in the

near future require the setting of targets for a broader money supply
than M2,

In so far as decelerating the rate of inflation is concerned,
the main emphasis of the economic policy pursued in 1986 continued
to be on reducing the rate of monetary expansion in the gconomy.,
There was a marked deceleration in monetary expansion in terms of
reserve money and- M2, but still slower monetarv expansion was
impossible because of the continued high borrowing requirements
of the public sector, and strong seasonal facters in the banknote
issue. Relatively slower expansion of reserve money and money supply
(M2) was, however, one of the main factors in the relative deceleration
of the inflation rate.
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MAIN MONETARY INDICATORS

Billion TL % Change
1985 1986 1685 1986
Reserve Money 2810.0  3589.3 46.9 27.7
Banknotes Issued 1285.8  1907.7 42.9 48.3
Currency in Circulation 1110.5 1585.8 45,2 42.8
Deposit Money 6276.9  8666.4 52.1  38.C
Money Supply (M1) 2774.9  4361.8 26.4 57,1
Money Supply (M2) 7387.4 10252.2 51.1 38.7
Central Bank Credit
Expansion (Total): 1183.2 1610.6 - 1.4  36.%
Public Sector 878.5 1130.1 16.3 28.6
Private Sector 304.7 480.5 -32.2 57.7
Central Bank Direct Credits 78.5 1130.2 -1 28.6
Deposit Bank Credits 4348.4 . 7683.2 38 76.6
Investment And Development y
Bank Credits 614.5 1008.1 4. . 64,0
Total Credit Stock 5841.4 9821.5 27.9  68.0
Total Bank Deposits 7624.2 10831.7 59.8 42.0
Saving Deposits 5097.6 6786.4 62.3  33.1
a) Time 4612.5 5890.4 65.6 27.7
b) Sight 485.1 896.0 36.6 84.7
Wholesale Prices' Index* 43.2 29,6
Consummers' Prices' Index* 45.0 34,6

*Annual averages

DETERMINATION OF MONEY STOCK

(Bitlion TL)

1985 % Share* 1986 % Share*
BANKNOTES ISSUED 1285.8 - 1907.7 -
{-) Bank Vaults 175.3 - 321.9 -
CURRENCY IN CIRCULATION 1110.5 15.03 1585.5 15.46
(+) Sight Deposits 1647 .4 22.30 2763.4 26.95
(+) Deposits with C.B. 17.0 0.27 12.9 0.14
MONEY SUPPLY (M1) 2774.9 - 4361.8 -
(+) Time Savings Deposits**  4612.5 62.40 5890.4 57.45
MONEY SUPPLY (M2) 7387.4 100.00 10252.2 100.00

* As percentage of Money Supply (MZ)‘
*+ Inclusive of Certificate of Deposits
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MONEY MULTIPLIER

T985* 1086™

M1 NarrowIDefinition .
Reserve Money 2 0.99  1.z22

M2 Broad Definition
Reserve Money

: 2,63 2.86

* End of year.

1) Reserve Monev and Monev Supply

The Annual Programme for the year 1986 envisaged limitation
of the increase in M2 money supply to 35 nercent. This target was
seen to be consistent with a & percent real output growth and 25
percent inflation and it was further assumed that the velocity of
circulation of money would decline to some extent.

MONEY SUPPLY (M2)
(8i174on TL.)

Annual Per-
centage Change
1984 1985 1986 1985 1986
End of Prev.Year 3288.4 5179.0 8l45.5 57.4 57.2
January 3136.3 5028.9 7417.7 60.3 47.5
February 3246.1 5260.4 765].6 62.1 45.4
March 3539,1 5517.4 8000.6 55.9 45 .0
April 3562.0 5685.9  8230.7 59.6 44 .8
May 3669.9 5992.0 8412.2 63.2 40.4
June 3926.8 6304.2 8712.9 60.5 38.2
July 3949.0 6h27.8 8862.5 65.3 35.8
August 42C7.6 7041.0 9110.1 67.3 29.4
September 4278.7 - 7060.7  9342.3 g5.1 37,3
October 4405.7 7208.2  9445.3 £3.6 31.0
November 4695.1 7419.8 9798.8 58.0 32.0
December 5179.0 8145.5 10252.2 57.2 25.9 i

Source: Central Bank and SPC.
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DEMAND FOR MONEY
(As Percent Of GNP)

1976-80 1979 1980 1981 1982 1983 1984 1985 1986
Currency ' 5.3 b.2 4.0 3.8 4.0 3.9 4.0 3.8 4.9
Commercial Sight Dep. 5.5 5.2 4.7 5.7 6.4 6.3 5.7 5.6 1.8
Savings Sight B3ep. 6.6 5.4 3.7 3.2 2.8 3.8 2.4 1.9 2.3
Ml={1)+(2)+(3) 17.5 15.9 12.4 12.8 13.2 4.0 12.1 11.3 11.9
Time Deposits 3.3 2.7 2.7 6.4 8.4 9.3 14.5 15.8 l6.1
M2=M1+(5) 20.8 18.6 15.1 19.2 21.6 23.3 28.0 29.6 28.0
Public Deposits 2.2 1.9 1.5 1.8 2.2 2.5 3.1 3.2 4.4
M2+(7) 23.0 20.5 16.6 21.0 23.8 25.8 3l.1 32.9 32.5
M2-(2) 15.3 13.4 10.4 13.5 15.2 17.0 22.4 24.0 23.3

The acceleration in economic activity which had gtarted in
mid-1985, continued into 1986 and led to a significant increase
in the volume of banknotes issued. Relatively stronger seasonal
factors in banknote issue were another factor making monetarv cont-
rol a difficult objective to attain. The rapid increase in the bank-
note issue could only be stabilized during the last quarter of the
year, at around TL 2,000 billion. In August 1986, additional reserve
requirements were imposed on public deposits, but the rise in public
sector borrowlng requirements persisted; as a result, monetary targets
could only partially be attained.

The banknote issue increased by 48.3 percent up to the end of
1986, by TL 621.9 billion., Given that the banknote issue had increased

by 42.9 percent in 1985, this points to an acceleration in the
note issue during 1986,

There was, however, a marked deceleration in the growth of
reserve money, an important variable in monetary control, from 46.9
percent in 1985 down to 27.7 percent in 1986. In parallei to the .
slower growth 1n reserve money, the M2 money supply also grew at
a slower rate in 1986, by 38.7 percent as cbmpared‘to the 51.5
percent growth recorded in 1885. There was also a decline in the
income velocity of circulation (GNP/banknote issue), from 21.6 to

20.5 percent, as a result of the real interest and exchange rate
policies followed during the year. -
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RESERVE MONEY
(Billion TL)

1985% 1986*
SQURCES OF RESERVE MONEY: 2810.0  3589.3
Banknotes Issued 1285.8  1907.7
Statutory and Free Reserves 1524.2 1681.6
USES OF RESERVE MONEY: 2810. 3589,
Net Foreign Assets -778.2 -2004,
Net Domestic Assets 3588, 5583,

b)C.B. Credits to Private Sector 304, 480.
¢ )0thers 2404, 3982.

O — B =W

0
2
2
a)C.B. Credits to Public Sector 878.6  1130.
7
g

* End of year.

DETERMINATION OF MONEY STOCK

(Billion TL.)
1985 % Share* 1986 % Sharex

BANKNOTES ISSUED 1285.8 - 1907.7 -

(-) Banks Vaults 175.3 - 321.9 -

CURRENCY IN CIRCULATION 1110.5 15.03 1585.8 15.46
(+) Sight Deposits 1647.4 22.30 2763.4 26.95
(+) Deposits with Central Bank 17.0 0.27 12.9 0.14
MONEY SUPPLY {(M1) ' 2774.9 - 4367.8 -

(+) Time Savings Deposits®**  4612.5 62.40 5890.4 57.45
MONEY SUPPLY (M2) 7387.4 TO0.0d 10252.2 100.00

* As percentage of Money Supply (M2)
*%Inclusive of Certificates of Deposit

2) Deposit Banks' Deposits

The current economic policy views "high", "positive' interest
rates as a major tool of economic policy to restrain domestic demand
pressures, mobilize domestic savings and decelerate monetary growth.
The interest rate poliey put into effect at the end of 1983, envisaged
the quarterly review of interest rates in the light of developments
in the rate of inflation.

Accordingly, denosit interest rates were gradually reduced in
1985 and the same trend continued also in 1986. Interest rates on
demand deposits were increased from 5 percent te 11.67 percent in
May 1986, and rates paid on other deposits were lowered. As a result
some deposit categories continued +to payv real interest.

H
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BANK DEPOSITS

sillion TL Percentage Change

_ 1985 1586 1985 1986
SAVINGS DEPOSITS 5,097.6 6,786.4 62.3 33.1
a) Sight 485.1 896.0 36.6 84.7
b) Time™ 4,612.5 5,890.4 65.6 27.7
COMMERCI AL DEPOSITS 1,459.3 2,308.5 47 .2 58.1
a) Sight 1,162.3 1,867.1 24.8 60.6
b) Time 297.0 441.4 391.7 48.6
PUBLIC DEPOSITS 1,067.3 1,736.8 66.6 62.7
TOTAL BANK DEPOSITS 7,624.2 10,831.7 59.8 42.0

* Inclus ive of Certificates of Deposit

For the first time, total deposits, peaked at over TL 10,000
Total Bank deposits increased by 42 percent
the total to TL 10,831.7 billion. On the other hand,
increased at a higher rate (by 59.8 percent) in 1985
points to deceleration of the rate of growth of bank

billion.

in 1986, bringing
deposits
which of course

deposits in 1986.

The difference between rates of increase in time and

274.2 percent in 1981 and by 82.1 percent in 1982.

It is_to be observed that this trend seems to have been reversed
Sight savings deposits which increased by 36.6 percent in
1985, rose by in 84.7 percent in 1986, whereas there was a marked
deceleration in the rate of increase in time savings deposits, from

in 1986.

65.6 percent in 1985 to 27.7 percent in 1886.

‘TOTAL DEPOSITS
(Percentage Distribution)

7985 86
public Sector Dep.Banks  45.5 48.6
Private Sector Dep.Banks 52.6 49,7
Foreign Deposit Banks 1.9 1.7
TOTAL -~ 100.00  100.00

sight
deposits had become more marked during 1980~1982. In fact, with
the liberalization of interest rates on time deposits, this category,
inclusive of CDs, increased by 114.3 percent in 1880, by a phenomenal
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Commercial deposits increased at a higher rate in 1986, by
58.1 percent as compared with the 47 .2 percent recorded in 1985.

As a result of these differential rates of growtb in the
various deposit categories, the share in total deposits of savings
deposits declined from 66 percent in 1985 to 62 percent, whereas
the share of commercial deposits increased from 19 percent in
1985 to 21.3 percent in 1986.

The share of public deposits remained at around 16 percent
of the total in 1986.

The share in total deposits of public sector deposit banks
increased from 45.5 percent in 1985 to 48.6 percent, whereas there
was a decline in the relative shares of private and foreign deposit
banks.

3) Credit Developments

Total Credit Stock

The total credit stock in the economy increased by 68 percent
in 1986 as compared to 27.9 percent in 1985, meaning a marked
acceleration in the volume of total credit expansion. This substantial
increase was mainly as a result of the more rapid expansion of
credits by the commercial banks. In fact, 83 percent of the overall
rise was accounted for by the increase in commercial bank credits,
10.7 percent by investment and development banks, and only 6.3 per-
cent by Central Bank credits.

CREDIT DEVELOPMENTS

Biflion TL Perbange Change

1984 1985 198¢ 1585 1986

Central Bank Direct Credits 879.94 878.5 113%.2 -1 28.6

Deposit Bank Credits 3149.25 4348.4 7683.2 38 76.6
Investment and Development

Bank Credits 535.00 614.5 100E.1 14 64.0

Total Credit Stock 4564.19 5841.4 9821.5 27.9 68.0

ke

DISTRIBUTION OF CREDIT STOCK
BY SOURCES(%)

7985 1986
Central Bank Direct Credits 15.03 11.50
Deposit Bank Credits 74.4 - 78.22
Investment and Development
. Bank Credits 10.57 10.28
Total Credit Stock 100.00 106.00
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As a result, the share in total credit stock of deposit banks'
credits increased from 74.4 percent in 1585 to 78.2 percent in 19886,
whereas that Central Bank's credits share declined from 15 percent
to 11.5 percent.

With the Wholesale Prices’ Index showing an increase of around
30 percent in 1986, the 68 percent increase in the total credit
stock meant & real as well as a nominal increase in credits. It is
to be observed that there was also a considerable real increase in
the volume of credits extended by investment and development banks.

Central Bank: Credits

In 1986, there was a 36.1 percent increase in total Central
Bank credits as against a slight decline in 1985. The rate of inc-
rease in direct credits extended by the Central Bank was 28.6 per-
cent.

Public sector credits continued to represent the lion's share
of total Central Bank credits in 1986, Although there was aslight
decline in the share of public sector credits in favour of credits
to the private sector, some 70 percent of total Central Bank cre-
dits still went to financing the public sector.

Central Bank advances to the Treasury accounted for some 60
percent of total Central Bank credits and 85 rercent of the Bank's
credits to the public sector as a whole.

DISTRIBUTION OF CENTRAL BANK CREDITS

BY SECTORS

Billion TL Percentage Distribution

1984 1985 1986 1984 1985 1986

I. PUBLIC SECTOR CREDITS 755.0 878.5 1.130.1 62.6 74.2 70.1
a) Advances to Treasury 467.2 781.5 967.5 38.7 £6.0 60.0

b) Agricultural Support 146.2 97.0 162.6 12.1 8.2 10.1

c) Industry 100.9 0.0 0.0 8.3 6.0 0.0

d) State Investment Bank 40.7 0.0 0.0 3.5 0.0 0.0
I1.PRIVATE SECTOR CREDITS 449 5 304.7 480.5 37.4 25.8 29.9
a) Commercial Banks 385.0 232.6 338.9 31.9 19.¢ 21.1

s) Agriculture 27.8 0.0 35.0 2.3 0.0 2.1

c) Others 36.7 72.1 105.6 3.2 6.2 6.7

I+I1. TOTAL CENTRAL BANK _
CREDITS 1204.5 1183.2 1610.6 100.00 160.0C  100.00

.
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There was a slight increase in the private sectors' share of
Central Bank credits, from 25.8 percent in 1985 to 29.9 percent in
1986. The credits to the private sector were largely extended through
the commercial banks. In fact, the commercial banks took up as much
as 70 percent of such credits.

Agricultural Support credits made up some 14.4 percent of the
Central Bank's public sector credifs but in 1986 no Central Bank
credits were opened in favour of the public industrial sector.

‘The still large share in Central Bank credits of "Advances to

the Treasury" is indicative of the heavy dependence of the Budget
on Central Bank resources.

CENTRAL BANK CREDITS

1 98 4 . 1 985 1 986
Months Public Private Total Public Private Total Public PrivateTotal
End of Previous Year 645.1 589.1 1234.7 823.9 479.8 1303.7 1189.6 533.8 '1723.3
January 535.3 483.2 1118.5 871.9 416.9 1288.8 1306.2 530.0 1836.2
February 597.3 500.4 1097.7 918.6 427.0 1.45.6 1368.8 493.4 1862.2
March 635.4 493.1 1128.5 1010.1 439.3 1449.4 1332.1 439.6 1771.7
April 641.5 49i.1 1132.6 1009.7 414.7 1424.4 1285.2 422.8 1708.0
May 646.2 463.3 1109.5 937.9 474.9 1412.8 1343.6 534.6 1878.2
June 700.1 568.8 1268.9 1043.8 505.4 1549.2 13i7.1 540.8 1857.9
July 722.3 490.6 1212.9 1068.3 421.7 1490.0 1340.1 549.7 1889.8
August 728.5 535.7 1264.2 1146.4 501.2 1647.6 1417.4 607.7 2025.1
September 730.8 469.8 1200.6 1177.5 468.2 1645.7 1409.8 573.6 1983.4
October 751.6 447.9 1199.5 1085.3 433.0 1518.3 1415.7 599.2 2014.9
November 738.2 466.5 1204.7 1104.7 477.3 1582.0 1481.9 608.6 2090.5
December 823.,9 479.8 1303.7 1189.6 533.8 1723.4 1421.5 613.0 2034.5

Sources: Central Bank.SP0.

DISTRIBUTION OF CENTRAL BANK CREDITS BY ECONOMIC SECTORS
%

1980 1981 1982 1983 1984 1985 1986

Advances to Treasury 28.8. 28.3 29.2 27.4 60.0 6l.1 59.7

Agricultural Support 22.5 25.3 22.3 15.6 5.2 9.5 11.8
Agriculture 16.8 8.1 2.4 3.8 3.7 3.5 2.7
Industry 27.0 23.3 29.4 27.2 21.9 19.8 20.7
Small Artisans 1.1 1.4 1.3 1.6 2.8 2.1 1.6
Export 7.3 12.2 11.1 14.7 3.8 0.5 0.0
Commerce 2.5 1.4 4.3 9.5 2.0 1.9 1.8
Other - - - - 0.6 1.5 1.6
Total 100.0 100.0 . 100.0 100.0 160.0 100.0 100.0G
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Deposit Banks' Credits

The wvolume of credits extended by the deposit banks increased
by 76.6 percent in 1986, pointing to a marked acceleration when
compared with the 38 percent rise rate in 1985.This was, too,the main
source of the increased rate of rise in the total credit stock in
the economy and deposit banks' credits also showed a considerable
increase in real terms.

DISTRIBUTION QOF DEPOSIT BANK CREDITS BY ECONOMIC SECTORS
%

1980 1981 1982 1983 1984 1985 1986
Agriculture 18.5 20.2 18.6 21.2 16.9 17.2 13.9
Industry 33.4 34.8 30.9 21.7 27.2 31.2 25.7
Small Artisans 4.7 4.8 5.1 5.2 5.3 4.6 4.7
Construction 4.8 2.5 3.9 5.4 7.9 1¢.6 13.6
Tourism : 0.1 0.2 0.1 C.1 0.2 0.1 0.1
Export 5.4 7.1 21.0 22.6 18.1 12.8 18.8
Import 2.1 2.3 3.2 1.8 £.3 4.6 1.0
Domestic Trade 9.5 11.2 15.7 12.9 17.5 15.0 20.6
Other Financial Inst. - 0.1 0.3 L4 0.6 0.3 g.2
Undistributed 2i.5 16.8 1.2 1.6 2.0 3.6 1.4
Total 100.0  100.0 100.0 100.C 100.0 100.0 100.0

INVESTMENT & DEVELOPMENT BANK CREDITS BY ECONOMIC SECTORS
%

i 1980 1981 1982 1883 1984 1985 1986

|

| Industry 85.3 89.1 91.5 91.8 92.2 92.0 92.6

i Mining 5.4 2.6 2.1 1.7 2.4 0.2 c.0

. Energy 7.5 9.7 10.1 8.9 8.9 8.7 4.9
Manufacturing o 72.4 76.8 79.3 8C.2 80.9 83.2 87.6

Transportation and Com. 13.9 10.0 7.1 5.7 4.6 3.8 2.6

Tourism 0.8 0.9 1.4 2.5 3.2 4.2 4.8

Total 106.0  100.0 100.0 160.0 100.0 100.0 100.0 ,

4) Interest Rates

: The policy of a gradual decline in interest rates continued

to be applied in 1986. Lowering nominal interest rates in parallel
with the decelerating inflation of real interest rates seems to have
contributed to stabiiity in money demand.
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In a yvear during which real interest rates did not decline in
international money markets, even slightly increasing in some countries,
it was essential to follow an interest rate policy which would not
incite the excessive depreciation of the Turkish Lira and which
would not encourage the flight of capital
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REAL BANK DEPOSIT INDEX

1982 1983 1984 1985 1986
Wholesale Price Index 136.2 190.8 293.0 405.0 504.0
(1981:100)
Real Bank Depcsit Index
In 1981 Constant Prices:
Total Bank Deposits 100.0 93.4 98.2 115.0 124.1
Savings 100.0 91.7 102.4 121.1 124.2
Commercial 100.0 88.8 82.0 94.6 94.9
Other 100.0 117.0 118.4 134.7 209.8
REAL CREDIT INDEX
1982 1983 1984 1985 1986
Wholesale Price Index 136.2 190.8 293.0 405.0 504.0
(1981:100) -
Real Credit Andex
{In 1981 Constant Prices)
Central Bank Credits 100.0 96.5 44,9 48.0 47.8
- Public 106.0 79.7 46.2 53.4 52.8
- Private 100.0 126.2 42.8 38.6 39.0
Deposii Bank Credits 100.0 95.0 8l.1 104.4 115.0
Investment & Development 106.0 88.5 72.0 62.9 78.9
Bank Credits
Net Credit Volume 100.0 92.0 73.7 8G.1 99.5
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REAL INTEREST RATES

Nominal Deposit Real Deposit Real Deposit

Year Interest Rate interest Rate Interest Rate

' (Maximum) (Maximum)* (Maximum)**
1875 9.0 -0.9 -10.2
1976 9.0 -5.7 -7.3
1977 9.0 -12.2 -13.4
1978 17.3 -12.2 -27.6
1979 22.7 -25.2 -24.9
1980 30.0 -37.3 -33.1
1981 49,2 9.1 8.4
1982 50.0 19.8 13.0
1983 _ 42.5 9.1 10.6
1984 53.0 0.7 5.1
1985 56.0 - 11.5 7.6
1986 52.0 19.9 12.8

* Deflation by Wholesale Price Index
** Deflation by Istanbul Cost of Living Index

(l+Nominal Interest Rate) _ 1} * 100
(l1+Inflation)

Real Interest Rate =

Deposit Interest Rates

Interest rates paid on time deposits were adjusted four times
in 1986. Accordingly, interest paid on 3-months' deposits was reduced
from 45 percent at the beginning of the vear to 36 percent, interest
on 6-months’ deposits was dropped from 50 percent to 41 percent and
that on yearly deposits was cut back from 55 to 48 percent. ”

As from the beginning of 1987, the rates are respectively, 35,
38 and 43 percent.

In 1986, it was decided that the Central Bank would no longer
pay 1lnterest on statutory reserves.

Rediscount Rates

At the end of October 1986, the short-term rediscount rate
Was re@uced from 52 percent to 48 percent in parallel with the
declining rate of inflation.

Rediscount rates applicable to agricultural credits remained

at 28 percent in 1986 and long-term rediscour- 1 I
unchanged from their 1983 levgl of 50.5 pggggﬁt?ates again remained
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3ANK DEPOSIT & LENDING RATES

i 1927
June 7 0ct.30 Dec.l in.l  Jan.24 Feb.9
Maximum Lending Rates By Banks
iShort Term Credits
. - General _ 53.5 50.0 50.0 50.0 50.0 50.0
- Export Credits - - 38.0 38.0 38.0 38.0
Medium Term Credits
- General 52.0 52.0 52.0 52.0 52.0 52.0
- Agricultural Credits 30.0 30.0 30.0 30.0  30.0 30.0
Maximum Deposit Rates
Demand Deposits 10.0 10.0 10.0 10.0 10.0 10.0
Saving Deposits (1-2 months) 30.0 29.0 29.0 28.0 28.0 28.0
Saving Deposits {2-3 months) - - - - - -
Saving Deposits (3-6 months) 40.0 36.0 36.0 35.0 35.0 35.0
Saving Deposits (6-12 months) 45.0 41.0 41.9 39.0 39.0 38.0
Saving Deposits (12-24 months; 52.0 48.0 48.0 45.0 - 45.0 43.0
Certificates of Deposits
3-6 months 40.0 36.0 36.0 35,0 35.0 35.0
6-12 months 45.0 41.0 41.0 39.0  39.0 38.0
12-24 months 52.0 48.0 48.0 45.0 45.0 43.0
Central Bank Rediscount Rates
Short Term
- General 52.0 48.0 48.0 48.0 45.0 45.0
- Agriculture
Credit Coop. 28.0 28.0 28.0 28.0 28.0 28.0
Sales Coop. 46.5 46.5 46.5 46.5 45.0 45.0
- Small Trade & Art 27.0 27.0 27.0 27.0  27.0 27.0
- Exports - - 38.0 38.0 35.0 35.0
MED.TERM .
- General 50. 50.5 50.5 50.% 50.5 48,5 48.5
- Industry 33. 33.0 33.0 33.0 33.0  33.0 33.0

Source: Central Bank.and SPO
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5) Inflation

As will be seen from the table below all the Indices confirm
that there was a marked decline in the inflaticn rate in 1986,

WHOLESALE PRICES' INDEX
(%)

Twelve Months
Period Between Average
The Beginning zn¢ Annua]l
End of the Year Increase
1985 1986 1985 1986
SIS 38.2 24.6 43.2 29.6
Under-Secreteriat of
Treasury and Foreign Trade 37.9  23.0 40.0 26.7
Istanbul Chamber of Commerce 37.8 30.2 a1.7 27.5

The average annual increase in the SIS's Wholesale Prices’ In-
dex was 29.6 percent, as against 43.2 percent in 1985. The Under-
Secretariat's Index shows an even greater improvement, a fall from
40 percent in 1985 to 26.7 percent last vear. The Istanbul Chamber
of Commerce Index shows, too, an inflation rate decrease of 14.2
percentage points.

PRICES AND INFLATION
(Annual Averages)

1983 1984 1985 1986

Wholesale Prices' Indices 30.5 50.3 43.2 29.6
(SIS 1981:100)

Consumer Prices' Indices 31.4 48.4 44.9 34.6
(SIS 1978-79:100)

The general pattern of rises in the Wholesale Prices' Index
was as follows: after an increase of 30.5 percent in 1983, it moved
up by 30.3 nercent in 1984, by 43.2 percent irn 1985 and by only 29.6
percent last year.

The Consumer Prices' Indices show rather different rates of
movement but they closely follow the trend of the Wholesale Prices’

Indices.
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Twelve Months

Period Between Average
The Beginning and Annual
End of the Year . Increase

1985 1986 1985  198¢

Economy-wide Consumer -
Prices' Index(SIS) : a4 .2 30.7 44.9  34.6

Istanbul Consumer Prices
Index (SIS) 48.3 31.56 47.4 34.9

Istanbul Cost of Living Index

(Under-Secreteriat of Treasury

and Foreign Trade) 47.5 35.3 45.0 34.8
Istanbul Cost of Living Index

(Istanbul Chamber of Commerce) 45.0 34.8 3.2 35.%

As will be noted from the above table, there is no important
difference as between the various Indices; in 1986, the annual ave-
rage increases vary by a maximum of only one Dercentage point.

INTERNAL TERMS OF TRADE INDICES

7984 1985 1986

Agriculture/Industry 74.0 70.1  66.1
Consumer/Wholesale 10%.9  113.8 121.“

In so far as the Indices of internal terms of trade are concerned,
it will be noted that the agriculture-industry ratio continued to
deteriorate and that, similarly, wholesale prices rose by a bigger
margin than consumer prices.
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WHOLESALE PRICES INDEX(1963=100)

Change With Respect Change
To Corresponding With Res-

Month Chain Month of Previous pect to
Year Index Index Year End of Year
$984
January 7140.8 5.3 42.6 5.3
February 7401 .1 3.6 45.4 9.1
March 7571.4 2.3 44.3 11.6
April 8056.4 6.4 50.3 18.7
May 8649.4 7.4 59.4 27.5
June 8691.2 0.5 54,2 28.1
July 8738.9 C.5 52.4 28.8
August 9089 4 55.5 34
September 9354.9 2.9 5¢.2 34.8
October 9584.2 2.5 56.1 41.3
November 9794.6 2.2 52.5 44.4
December 10066.1 2.8 48.4 48.4
1985
January 10619.2 5.5 48.7 5.5
February 11024.5 3.8 7.0 8.5
March 11351.8 3.0 50.5 2.8
April 11716.1 3.2 45,4 16.4
May 11963.8 £.1 38.3 18.9
June 11925.6  ~0.3 37.2 18.5
July 12011.8 0.7 37.5 19.3
August 12216.2 1.7 34.4 21.4
September 12682.8 3.6 35.6 26.0
Octcber 13082.4 3.2 3€.5 30.0
November 13575 3.8 38.6 34.9
December 13882.2 2.3 37.9 37.9
1986
January 14404.7 3.8 35.6 3.8
February 14691.6 2.9 33.3 5.8
March 15005.7 2.1 32.2 8.1
April 15149.8 1.0 29.3 9.1
May .15320.1 1.1 28.1 10.4
June 15312.0 0.0 28.4 10.3
WJuly 15215,3  -0.5 26.7 9.6
1August 15122.6  -0.5 23.8 8.9
'September 15293.7 1. 20.6 10.2
|October 15930.7 4.2 21.8 14.2
|November 16512.9 3.7 21.6 14.8
|December 17076.2 2.4 23.0 19.0
: 23.0

Source: Treasury and Foreign Trade Under-Secretariat

‘ It will be noted from the table below that the highest price
increases in 1986 were in,respectively, construction materials,

livestock and textiles. The least important rises were 1in industrial
and mineral 01ls,llvestock products, and fodder prices.
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WHOLESALE PRICES [1963=100)
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WHOLESALE PRICES' INDICES (1963=100)
YEARLY AVERAGE, PERCENTAGE CHANGE
1980 1981 1982° 1983 1984 1985 198
General Index 107.2 36.8 25.2 30.6 52 40.0 23.0
A) Food and Fodder 100.3 41.6 21.2 26.5 61.3 36.5 20.2
1. Food 78.3 57.9 15,5 -19.5 63.1 38.5 19.3
- Cereals 111.6 72.1 19.7 20.3 64,1 32.1 12.9
- Pulses 40.5 48.6 47.8 11.5 52.9 87.0 40.0
- Other 136.3 38.1 15.5 18.6 62.8 46,2 28.5
2. Livestock 94,3 16.6 27.9 47 .6 44 .9 36.6 51.3
3. Livestock Prod. 78.2 23.7 29.6 24.3 61.6 36.4 8.7
4. Fodder 103 48.4 10.1 32.4 76.5 29.9 9.5
B} Industrial Raw
Material and Semi-
manufacture Good 115.8 31.1 30.3 35.5 41.9 44 .2 26.3
1. Fuel 169.6 32.7 28.8 37.6 30.7 58.5 15.4
2. Minerals 102.2 20.7 38.8 25.9 39 42 .8 7.2
3. Textiles 79.4 22 .4 32.5 44 .5 47.5 18.2 41.6
4, Leather 67.5 29.7 25 22.3 49 35.7 26.5
5. Industrial -
Minerals Oils 153.3 58 32.5 28 52.1 52.8 8.3
6. Paper 162.7 30.5 18.6 22.3 52.8 57.8 24.0
7. Construction .
Materials 88.4 17.2 29.8 46.6 53.2 53.8 53.9

Sourcef Treasury and Foreign Trade Under-Secretariat
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S.I.5 CONSUMER PRICES' INDEX (1978-79=100)
Changes in The Twelve Months

(January 1987-danuary 1986){(% Change.

General Consumer Health and Trangor- Enter-
Regions and Cities Index Food Housina Durables Clothing Pers.Care taticntaintmer
Turkey : 30.3 29.0 19.6 39.6 36.1 46.3 23.4 8.3
1.Aegean and Marmara 30.6 30,2 18.6 35.7 36.7 45.0 27.2 38,1
2 .Mediterranean 30.8 28.2  24.8 40.4 36.7 46.7 20.5 38.3
3.Central Anatolia 32.2 30.4 19.7 44,5 39.4 45,6 22.4 38.5
4_.Blak Sea 29.4 27.0 17.2 41.6 33.7 49 .1 25.8 36.0
b.East and Southeast _
Anatolia Region 27.9 27.4 17.3 37.7 32.0 48.2 21.4 39.6
- Adana 33.2 31.3 24.7 46.8 39.8 56.7 10.0 4G.9
- Ankara 34.5 32.8 28.0 39.5 49.2 aa,7 23.6 38.3
- Antalya 32.4 27.4 44 1 30.4 31.9 54,1 26.6 33.9
- Bursa 35.7 31.9 35.4 50.7 35.9 47 .8 26.7 40.¢
- Diyarbakir 34.8 29.4 4¢.2 49.6 38.6 4G.¢ 23.2 38.2
~ Erzurum 28.4 29.1 34.0 31.2 15.4 3.+ 27.1 a1,z
- Eskisehir 36.5 35.7 33.2 36.4 48.0 40.3 25.0 35.2
- Istanbul 32.4 31.3 26.7 35.2 44,3 45 .3 22.2 g
- fzmir 33.3 341 23.4 36.3 38.6 43.2 27.8 3507
- Kayseri 27.7 27.9 20.2 37.9 24.7 62,7 24.2 34
- Crdu 24 .4 26.2 22.9 25.9 15.2 44 .z 23.4 35.7
- Samsun 29.6 29.0 13.0 32.0 47.5 43,7 16.8 36.:
- Trabzon 27.5 24.3 17.5 35.4 34.6 45,2 19.9 Y
- Zonguldak 34.8 31.4 13.0 51.3 44.8 47 .3 14.1 32,
Source: State Institute of Statistizs
The measure of price inereases varied widely as between cities,
with Ordu at the lower and Eskisehir at the upper end of the scale.
COST OF LIVING INDICES {Annual Averages){1963=100)
General Percentage Percentage Heating  Percentace Per"cerr!a.ge11
Index Change Food Change  Lignting  Change  Clothing  Change |
Ankara
(Ministry of Commerce)
1974 278.4 15.4 260.4 14,1 315.4 12.8 3087 16.8
1975 331.4 19 313.3 20.3 331.7 5.2 3t3.¢ 19.3
1976 385.9 16.4 375 19.7 349.3 5.5 17.8 14.9
1977 472.8 22.5 459.6 22.6 453.1 29.5 z01.2 0
1978 724.8 53.3 620 41.4 760 67.7 259.2 77.4
1979 1174.2 62 1633 58.9 1397.2 70.6 v728 94.3
1980 2365.! 101.4 22051 113.5 3455 166.2 2295.% 67.6
1981 3168.2 34 3005.6 36.3 4850 40.4 3698.6 7.7
1982  4066.7 28.4 3875.2 28.9 6064.4 25 822,656 30.4
1983 5319.6 30.8 4952 .4 27.8 8691.6 43.3 pdG1,3 34.6
1984  7834.6 47.3 7530 51.4 11151.7 28.3 2244 .8 42.4
1985 11352.9 44.9 106619.1 42.1 16181.4 45,1 13511.1 46 .1
1986 15345.0 35,2 14013.1 33.6 25723.8 39.5 19306.4 27.7

Source: Treasury and Foreign Trade Under-Secretariat
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General Percentage Percentage Heating Percentage Percentage

Index Change Food Change Lignt Change Clothing Change
ISTANBUL (Ministry of Commerce) 29 5
1974 301.8 23.9 297 .4 22.3 338.9 26.6 308.9 4'7
1975 365.8 2%.2 378 27.1 374.2 10.4 323.3 5'4
1576 429.6 17.4 458.5 21.3 461.2 23.4 340.8 §3
1977 541.3 26 565 23.2 61C.5 32.4 453 .1 7
1978 876.3 61.9 864 .4 53  1096.2 79.5 774.6 95.5
1979  1433.1 63.5 1322.5 54 1 2122.4 93.6 1514.7 85'8
1980 2784.1 94.3 2554.9 91.7 4403.8 107.5 2814 .4 44
1981  3831.2 37.6 3502.8 37.1  5301.7 20.4 4052 .1 35.8
1982 5083 32.7 4702 .4 34,2 6453.2 21.7 5504.2 25'1
1983  6548.7 28.8 5992.8 27.4 8301.7 28.6 6887.8 34'5
1984  9533.8 45.6 8932.7 49.1 10512.¢ 26.6 9267.5 502
1985 13823.7 45,0  12610.2 41.2 17609.3 67.5 13919.6 43'2
1986 18634.0 34.8 16442.4 33.6 25407.1 21.4  20998.4 :
Source: Chamber of Commerce.

General  Percentage Percentage Heating  Percertage Percerntage

Index Change Food Change Lighting Change Clothing Change
Istanbul (Chamber of Commerce)
1974 268.4 23.5 281.7 23.7 345.6 39.2 258.6  28.6
1975 326.6 21.6 357 .1 26.8 375.8 8.7 277.8 7.4
1976 381.7 16.9 423.2 18.5 431.1 14.7 293.6 5.7
1977 498.4 30.6 537.2 27 .1 557.7 29.4 384 .1 30.8
1978 842.4 69 868.2 61.5 942.7 60.9 688.2 749.2
1976  1485.2 75.3 1387.8 59.8 1786.8 89.5 1665.4 142
1980 2608.2 75.6 2434 .4 75.4 4141.7 131.8 2957.5 77.6
1981 3544 .2 35.8 3450.2 41.7 5702.5 37.7 3858 30.4
1982  4767.3 34,5 4755.3 37.8 7074.7 24 .1 5202.6 34.8
1983 6107.8 28.1 5800 24 .1 9310.3 31.6 7010.9 34.7
1984 8774.4 43.7 8812.7 49.4 12316.8 32.3 9030.6 28.8
1985 1256.8 43,2 12294.3 39.5 19485.7 58.2 13235.4 46.6
1986 17044.9 35.6 16325.0 32.7 25392.6 30.3 17622.4 33.1

Source: Treasury and

only Greece recorded a double digit rise in consumer prices in both

Foreign Trade Under-Secretariat

1t will be seen from the below tablie thart, apart from Turkey,

1985 and 1986. Furthermore, with a rise rate which was thirteen per-
centage points above that of Greece, Turkev had the highest level of
inflation of any of these fourteen Western countries in 1986.




market

CONSUMER PRICE INDICES FOR SELECTED COUNTRIES
(Annual Averages)

1961-70 1971-87 1983 1984 1984 1986*
Turkey 5.9 3.7 28.8 45.6 45.0 32.8
Belgium 3.0 7.5 7.7 6.3 4.9 0.5
Denmark 5.9 10.0 6.9 6.3 &.7 4.3
W.Germany 2.7 5.2 3.3 2.4 2.2 -1.2
Greece 2.1 15.6 20.2 18.5 16.3 16.8
France 4.0 10.1 9.6 7.4 5.8 2.1
Ireland 4.8 14.5 10.5 8.6 5.4 3.2
Italy 3.9 14.4 14,6 10.8 9.2 5.3
Netherlands 4.0 7.1 2.8 3.3 2.3 -0.2
Un.Kingdom 4.1 13.1 4.6 5.0 6.1 3.5
Spain 6.0 15.1 12.1 1.0 £.8 8.3
USA 2.8 7.9 3.2 4.3 3.5 1.3
Canada 2.7 8.6 5.9 4.3 £.0 4.5
Japan 5.8 8.1 1.9 2.2 2.1 -0.3

Source: Press Relase - OECD - 14 January 1987
* November 1986

68) Gold Prices

Gold nrices, as expressed in dollars per ounce in the London

rose considerably between 1885 and 1986. This

rise was

refle~ated in the Istanbul market in the form of high rates of inc-

rease¢ in TL ner gramme of gold prices,
hurivet and Resat gold coins.

2lso in the prices of Cum-

The Resat, for ingtance rose in price by nc less than 103.1
percent a vear, making it the most attractive investment of all.

LONDON MARKET GOLD PRICES (1)

(Dollar)

1985 1986 Change

l December December  Rate of November

1986

December Rate cof

1886  Change

}Go1d, 1 ounce(2) 347.00 413.05 19.0
I

412.94 41

3.05 0.0

Source: Central Bank of the Republic of Turkey
(1) Monthly average prices
(2) 31.1041 gr.

ISTANBUL FREE MARKET GOLD PRICES(1)

(Turkish Liras)

Resat 45,800 93.000 103.1

December December Rate of  November December Rate of

1985 1986 Change 1986 1986 Change
Bultion, 1 gramme 6.180 9,988 51.6 9,988 9,988 0.0
Cumhuriyet 41,475 £5.950 66.2 72.259 68.950 -4.6
§1.500 93.000 1.6

Source: Central Bank of the Republic of Turkey
(1) Monthly average prices.
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7) The Capital Market

Some progress in the establishment of financial markets has
been made during the past two vears.

The setting up of the Capital Market Board (CMB) to do every-
thing feasible to develop more active markets was followed by the
re-organisation of the Istanbul Stock Exchange, which re-opened at
the beginning of 1986. Other significant Drogress includes recognition
of additional financial instruments, suck as "commercial paper",

and the determination of procedures for the establishment of invest-
ment funds.

The increased competition resultant From the growth in the
volume of capital market transactions led the banking svstem 1o
seck new financial instruments and to take advantage, five vears
later, of the 1981 Capital Market Law's nrovisions for the estab-
lishment of investment funds. Under this legislation, however these
funds may be set up as separate legal entities only by the banks.
Revenues accruing from these funds' financial portfolios are trans-
ferred to investors through participation certificates, whilst the
banks receive a daily fee to cover their administrative expenses.

The introduction of commercial paper is expected to alleviate
the short-term resources needs of many private enterprises,

An initial step towards privatisation was taken at the end of
1984 when State Enterprise revenue sharing certificates began to
be marketed. The proceeds of these sales were channelled into the
Public Partnerships Fund, an off-Budget fund to speed up the imp-

lementation of development projects, parTicularly in the energy
field.

Preparations are being made to make the Central Bank engage
actively in open market policies in order to influence the short-
term supply of liquidity to the economy. Another welcome effect of
this will be to e€ncourage development of the fledgling capital mar-
ket. Overall, these developments should eventually contribute to
Strengthening the role of the Central Bank as the guardian of mone-
tary stability and help to make monetary policies more effective.

A competitive banking sector and weil developed financial mar-
kets were essential for the successful implementation of the present
economic policies. The government took major steps towards improving

the banking sector andjthrough measures initiated by the Central
Bank, 10 develop the money market.

Four markets depend upon the transaction of Securities in the
Istanbul Stock Exchange. The shares which are most commonly traded
in the primarv market, the shares quoted on the Stock Exchange und
traded in the secondary market, the quoted government domestic
borrowing revenue sharing bonds which make up the official marker,
and the unquoted securities dealt with in the outside market.
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THE REAL RATE OF INCOME
OF THE SELECTED TYPES OF INVESTMENTS {Percent p.a.)

1983 1984 1985 1986
Government Bonds and ~5.6 5.3 7.6 14.0
Treasury Bills
Revenue Sharing Bills - - - -2/8.2 7.4/35.0
Time Deposits -3.5 - 4.9 6.9 9.6
Private Bonds -5.2 2.6 0.7/4.8 8.0/12.5
Shares 45.8 -36.6 -11.0 24 .4
Geld (Republican Coin) -12.3 -21.9 -6.8 21.5
Dollar 5.0 6.4 -10.3 -2.9

In 1986, the shares of 40 companies were traded in the primary
market and by the end of that year, there were 47 companies holding
permits to operate in the Stock Exchange. Three of these members were
from investment and development banks, 25 of them from deposit banks,
11 from various intermediaries, and 8 members were brokers.

MEMBERS OF THE ISTANBUL STOCK EXCHANGE

IN 1986
1985 1986
Investment and
Development Banks 3 3
Commercial Barnks 22 25 ;
Intermediaries g 11 !
| Brokers 2 8 :
i Total 36 47

Source: ISE, Annuail Report 1986

In 1986 the total trading value of securities rose by 258 per-
cent, from TL 671.6 billion in 1985 to TL 2,405 billion.

Also in 1986, the trading volume of Treasury Bills, Government Bonds

and Revenue Sharing Certificates reached TL 2,258 billion, which is
equivalent tc no less than 03.92 percent of the total transactions
in the capital market, and to 6 percent of the GNP.

The rate of increase in transactions involving private sector
bonds and stocks is also worth mentioning here. Although their re-
Tative share in the capital market was still very small in 190%¢,
these transactions increased by 124, percent from TL 49.6 billion ir
1985 to TL 111.2 billion.

The share of the banks in the total transactions volume rose
by 278 percent, from TL 558.8 billion in 1985 TL to 2,112.8§ billion
in 1986, and the share of the intermediaries by 159 percent, from TL
112.8 billion to TL 291.8 billion.
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SECURITY SALES OF INTERMEDIARIES AND BANKS
JANUARY-DECEMBER, 1986

(Million TL)

Private Sector Government Treasury Other Revenue Sharing
Shares Bonds _ Bonds Bills Bills Certificates Total
Intermediaries 1755 41502 6076 233653 8550 44 291586
Banks 3501 643394 551646 1213232 26774 264343 2123895
Totzal 5256 105837 557722 1446894 35325 264388 2415481

Source: Capital Market Board

In 1285, the share ol the banks in the total trading value of
gecurities was 83.2 percent and the share of intermediaries was 16.8
percent. The composition of the TL 671.6 billion total trading volume
of securities was 0.4 percent shares, 7 percent private sector bonds,
18.6 percent Government bonds, 63.6 percent Treasury Bills, Q.7 percent
other bills, and 9.7 percent revenue sharing certificates.

In 1986, composition of the TL 2,404.6 billion trading value
securities consisted of 0.2 percent shares, 4.4 percent private
sector bonds, 23.1 vercent Government bonds, 59.8 percent Treasury

Bills, 1.5 percent other bills, and 11 percent revenue sharing
certificates.

SECURITY SALES OF THE INTERMEDIARIES AND THE BANKS
fMiTlian T Y

1986 1985
Jan-December Jan-December
Shares 5255 2359
- Intermediaries 1754 1124
- Banks 3501 1234
Private Sector Bonds F05897 47191
- Intermediaries 41502 33h5]
- Banks 64394 13640
Government Bonds 555642 124707
- Intermediaries 6076 9830
- Banks 549566 114877
Treasury Bills 1437864 426948
- Intermediaries 233658 68318
- Banks 1204206 358630
Other Bills ‘ 35325 5053
- Intermediaries 8550 -
- Banks 26774 5053
Revenue Sharing Certificates 264571 65337
- Intermediaries 228 15
- Banks 264343 65321
Grand Total 2404553 671595
~-Intermediaries 291769 112639
-Banks , 2112784 558755

Source: Capital Market Board
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SECURITIES ISSUED
(Million TL)

1982 1983 1984 1985 1986
Public Sector 74730 249010 1628986 2747133 3273100
Government Domestic 69730 23901¢C 225000 1191347 1269600
"Borrowing Bonds
pomestically Issued Treasury - - 793986 1415786 1783500
Bills
Government Investment Bonds - - - - -
Emlak Kredi Bankasi Bonds 5000 16000 - - -
Revenue Sharing Bills - - 18000 140000 220000
Private Sector 122768 112242 75622 112213 213811
Bonds 13245 16343 11778 36185 110982
Shares (Quoted) 109523 95899 £3844 75578 101979
Revenue Sharing Certificates - - - 450 850
Total 197498 361252 1104608 2859346 3486911

Source: Central Bank of Turkey

According to a statement by the Capital Market Board, issue
suthorisations granted during the first four months of 1987 inc-
juded TL 65.3 billion worth of stock shares from 37 companies, TL
90 billion worth of equities from 59 companies, TL 20 billion worth
of bonds from an investment and development bank, and TL 1%.3 billion
worth of financing bonds from five companies.

The Capital Market Board gave permission to 141 companies 1O
issue shares worth TL 101.9 billion and To 82 companies to issue
bonds worth TL 110.9 in 1986.

During 1986, the trading volume of snares in the Istanbul Stock
Exchange increased by 344 percent, from TL 35¢ million in January
to TL 1,600 million in December. The volume is not comparable with
foreign stock exchanges but still is important considering the
Exchange's recent reorganisation. The prices of shares showed a rapid
increase during the vear. The prices’ index reached to 170.86 by
December from 118.87 in February 1986. Also, the average rate of price
increase of the shares rose to around 86.51 percent.

PRICES"INDEX OF SHARES DEALT Iy THE ISTANBUL
STOCK EXCHANGE PRIMARY MARKET

1986
Months Index i
February A 118.87
March 115.75
April 112.28
May 115,13
June 115.43
July 121.45
August 138.60
September 146.67
October 150.24
November 160.31
December 170.86

Source: ISE,Annual Report 198t
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The transaction volume of shares inISE was 0.8 percent, private
sector bonds made up 8.1 percent of the total.

In 1986, 24.2 percent of Public Borrowing Certificates consisted
of government bonds and Treasury -Bills, and 5.8 percent of revenue
sharing certificates.

1986
VOLUME OF SHARE TRANSACTIONS
IN ISE
Months Transaction Number of
Volume (Mn TL) Transactions (000)

January 359 178
rebruary 694 266
rlarch 610 236
April 485 214
day 408 ‘ 148
June 635 263
July 778 252
August 553 238
September 719 311
tQcteoer 880 285
" November 982 385
" Decemper 16G0 497

“Tetal 8703 3273

Source: ISE, Annual Report 1986
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CHAPTER I11

ForeieN Economic RELATIONS

Not all the balance of pavments targets were met in 1986; in
particular, export and tourism revenues fell below their 1985 levels.

The foreign trade deficit continued to be an important area
of concern throughout the past year and the surplus on invisible
transactions was insufficient to close the foreign trade gap,;foreign
debt servicing commitments reached a still higher level than in the
previous vear.

Whilst exports decreased by 6.3 percent to 7 billion 457 million
dollars, imports also decreased, by 2.1 percent to a total of 11
billion 105 million dollars: thus the 1986 foreign trade deficit
increased to 3,648 million dollars.

‘However, on the basis of the new definitions* of balance of
pavments items, the foreign trade deficit actually increased only
marginally, from 2,975 million dollars to 3,073 million dollars;
on the other hand, and the current account deficit increased from
1.0 billion dollars in 1985 to 1.5 billion dollars last year. When
capital account transactions are also taken into account, there was
an overall balance of pavments deficit of 875 million dollars

1) Turkev'’s Foreign Trade

The decrease in the volume of trade last vear resulted mainly
from the slowdown in exports; the decrease in imports was relatively
less marked.

Even so, 1imports, which amounted to 11.13 percent of Gross
Domestic Product over the period 1975-79, rose to 14.17 percent
in 1980, to 21.78 percent in 1985 and decreased again 19.30 percent
in 1986. As a percentage of GDP, exports amounted to 4.04 per-
cent in the 1875-79 period. In 1980, there was a slight increase,
to 5.12 percent, but in 1981 the increase in exports was explosive
and, as a result, exports as a percentage of GDP amounted to 8.28
percent in 1981, to 10.89 percent in 1982, to 11.26 percent in 1983,
and again with an exceptionally sharp increase, to 14.21 percent in
1984, and to 15.09 percent in 1985. However, exports as a percentage
of GDP fell back slightly to 12.80 percent, in 1986.

*In the calculation of balance of trade,imports and exports are
both taken on FOB basis.
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FOREIGN TRADE AS A PERCENTAGE QF GROSS DOMESTIC PRODUCT

i Years Exports “Imperts Foreign Trade
| 1965-69 4.56 6.35 10.9]
; 1970-74 5.13 9.47 14.60
+ 1975-79 4,04 11.13 15.17
. 1980 5.12 14.17 19.29
1981 8.28 15.63 23.91
- 1982 10.89 16.98 27.87
1983 11.28 18.45 29.71
1984 14.32 22.15 36.47
1985 15.09 21.78 36.87

1986 12.80 -19.30 32.10

EXPORTS, IMPORTS AND GROSS DOMESTIC PRODUCT
(Bil1lion TL.)

Gross : Foreign

Years PDomestic Exporis Imports Exports in Imports in Trade in

Product = (FOB) (CIF) GDP (%) GDP (%) GDP (%)
. 1975 519.10 20.08 £8.99 3.8 12.3 17.6
1976 663.90 30.78 82.94 4.6 12.5 17.1
1977 862.90 21.34 104 .88 3.6 12.2 15.8
1978 1274.80 55.35 113.29 4.3 g.9 13.2
1978 2155.90 - 75.74 178.51 3.5 g.3 11.8
1980 4328.00 221.50 613.27 5.1 14.2 19.3
1981 6411.20 530.72 1002. 36 8.3 15.6 23.9
1982 8607.10 637.31 146]1.42 14.9 1€.9 27.9
1983 11531.80 1298.96 2127.09 11.3 18.5 29.7
1984 18212.08 2608.33 4034.90 14.3 22.2 5.5
1985 27513.55 4152.95 5994 .85 15.1 2.8 3€.9
1986 39168.70 5072.34 7561.16 12.8 18.3 32.1

Several factors were responsible for the stagnation in exports
before 1980. Domestic price increases had reduced Turkev's competitivenes:
and at the same time there was no longer a buovant exportable surplus
of a number of goods. Inflexible exchange rate policies and recession
in the Western world also had a negative impact on exports. There

was, however, a distinct improvement in most of these factors between
1980 and 1985,
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SHARE OF TURKISH EXPORTS AND’IMPORTS IN WORLD TRADE
Us $ Million

Years Turkish World Tur.Exp./ Turkish World Tur.Imp./

Exports  Exports World Exp. Imports Imports  World Imp.
1975 1401 786500 0.18 473% 806300 0.59
1976 1960 893900 0.22 51.2G 916300 0.56
1977 1753 1011300 0.16 5796 1026000 0.56
1978 2288 1175500 0.19 4592 1207000 0.38
1979 2261 1487800 0.15 506¢ 1522900 0.33
1980 2910 1824500 0.16 790¢ 1861900 0.42
1981 4703 196770C 0.24 8933 2028500 0.44
1982 5746 1851900 0.31 884z 1924500 0.46
1983 5728 1811900 0.32 g235 1908700 0.48
1964 7134 190280C 0.37 10757 1993200 (.54
1985 7958 1853780 0.43 11344 1997980 0.57
| 1986 7457 2252910 0.33 11108 2149410 ¢.52

The relative stagnation of exports during the 1974-79 period
may zlso be observed by comparing Turkish exports to world exports.

Between 1950 and 1978, Turkey's share of world exports decreased
steadily, from 0.47 percent in the first half of the 1950°'s to 0.22
percent in the first bhalf and to 0.18 percent in the second half of
the 1970's. Unlike many other countries, Turkey had not then been
able to adjust to the changed conditions of world trade.

In these circumstances, it is not surprising that whereas ex-
ports were able to finance 62.1 percent of total imports in 1970,
thev covered only 36.79 percent of the total in 1980. However, the
export-import ratio has since considerably improved, to 52.64 per-
cent in 1981 and to a veryv creditable 65.79 percent in 1982; 1t
fell to 62.02 percent in 1983, but increased again, to 66.31 percent,
in 1984, and to a record 70.16 percent in 1985. This ratio fell again,

to 67.15 percent, in 1986.

TURKISH EXPORTS AS PERCENTAGE
OF WORLD EXPORTS (1950-1585)

Years %
1950-54 0.47
1955-59 0.34
1960-64 0.29
1965-69 0.25
1970-74 0.22
1875-79 0.18
1980 0.16
1981 0.24
1582 0.31
1983 0.32
1884 Q.37
1985 0.43
1986 0.33
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GROWTH OF TURKEY'S FOREIGN TRADE

(1970=100)
Foreign Trade Exp./Imp.
Years Exports Imports Trade Deficit Ratio
1970 38.41 25.10 28.93 15.98 62.10
1971 4416 30.99 34.80 21.99 57.79
1972 57.76 4]1.36 46.10 30.18 56.63
1973 85.96 55.23 64.10 34.24 63.13
1974 100.00 100.00 100.00 100.00 40.56
1975 91.44 125.44 115.63 148.62 29.57
1376 127.94 135.77 133.51 141.09 38.22
1977 114.41 153.44 142.18 180.00 30.24
1978 149.40 121.75 129.71 102.89 438.75
1979 147 .58 134.20 138.06 125.02 44.60
1980 189.93 209.38 203.77 222 .57 36.79
1981 306.94 236.48 256.82 188.33 52.64
1982 375.02 231.22 272.71 137.88 65.79
1983 373.83 244 .47 281.80 156.14 62.02
1984 465.58 284.76 336.94 161.35 66.31
1985 519.45 300.26 363.50 150.75 70.16
1986 486.74 293.93 349.56 162.42 67.15
AFOET & EXPORET TRERD
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Taking 1974 as 100, the imports index receded from 300.26 in
1985 to 293.93 in 1986 whilst the exports index fell from 519.45

to 486.74 last vear.

SHARE OF EXPORTS AND IMPORTS IN TOTAL VOLUME OF TRADE

Exports Imports Yolume of Share of Share of
(FOB) (CIF) Trade imports Exports
(MN_§) (M 3) (MN §) (%) (%)
1970 588 948 1536 61.72 ~  38.28
1971 677 1171 1848 63.37 36.63
1972 885 1563 2448 63.85 36.15
1973 1317 2086 3403 61.30 38.70
1974 1532 3778 5310 71.15 28.85
1975 1401 4739 6140 77.18 22.82
1976 1960 5129 7089 72.35 27.65
1677 1753 5796 7549 76.78 . 23.22
1978 2288 4599 6887 66.78 33.22
51979 2261 5069 . 7330 £9.15 30.85
1980 2910 7909 10819 73.10 26.90
1981 4703 8833 13636 65.51 34.49
1982 5746 8843 14589 60.61 39.39
1983 5728 , 9235 14963 61.72 38.28
1984 7134 10757 17891 60.13 39.87
11985 7958 11344 19302 58.77 41.22
: 1986 7457 11105 18562 59.83 40.17 |
2) Exports

Turkish exports have traditionally been heavily concentrated
in agricultural products and having a slight increase in the relative
importance of agricultural exports from 56.6 percent of the national
total in 1975 to 57.4 percent in 1980, agriculture continued to
dominate exports. This situation changed drastically as from 1981
and agricultural products' share of total exports dropped to 21.60
percent in 1985 and to only 25.3 percent in 1986. Exports of indus-
trial goods doubled their share during the same period, rising from
30.89 percent of the total in 1975 to 75.3 percent in 1985 but falling
back to 71.4 percent in 1986.

The following table, based on the Turkish Classification of
Exports, in fact classifies a number of agricultural products
which have been subjected only to simple processing (e.g.refining,
erinding) as industrial products. The table should therefore be

interpreted with this qualification in mind.
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TURKISH EXPORTS BY MAIN SECTORS (US $ 000)

Years Agriculture % Mining % Industry %
1975 792630 56,57 10h566 7.54 502879  35.89
1976 1254408 64.00 110015 5.8] 595791 30.40
1977 1041401 59,41 125851 7.18 585774 33.41
1978 1542763 67.42 124136 5.42 621264  27.20
1979 1343632 59.42 132480 5.86 785083  34.72
1980 1671742 57.40 190994 6.56 1047366 35.99
1981 2219409 47.20 193406 4.11 2290120 48.70
1982 2140505 37.20 175505 3.10 3430148 53.71
1983 1880712 32.80 188901 3.30 3658220 63.87
1984 1748878 24.50 239761 3.36 5144963 72.12
1985 1719438 21.6C 243827 3.10 5394785  75.30
1986 1885605 25.29 246861 3.3l 5234258 71.40 .

EXPORTS (US $ MILLION)

MONTHLY VALUES PERCENTAGE CHANGES CUMULATIVE VALUES  PERCENTAGE CHANGES ]

Months 1984 1985 1986  1985/84 1986jé5 1984 1985 1986 1985/84 1986/85

Jan, 541.30 0668.09 626.29 23.42  -5.25 541.30 668.09 626.29 23.42 -6.29

Feb, 600.50 495.38 625.26 -17.51 26.21 1141.70 1163.47 - 1251.5%6 1.91  7.57
Mar. 713.30 616.91 626.78 -13.51 1.59  1855.00 1780.38 1878.35 -4.0Z2 5.50
Apr. 612.30 570.03 58Z.31 -6.90 2.54  2467.40 2350.41 2460.65 -4.74  4.69
May. 540.50 684.92 626.84 26.72 -8.47 3007.90 3035.80 3087.50 0.91 .71

Jun,  521.50 604.55 479,22 15.93 -20.73 3529.30 3639.88 3566.73 3.13 - 2.00
July. 437.20 ©26.83 567.53 43.37  -9.46  3966.50 4266.71 4134.26 7.57 -2.89
Aug. 580.70 767.63 521.64 32.19 -32.04 4547.10 5034.34  4655.91 10.7¢2 -7.51
Sep. 524.60 694.47 570.40 32.38 .-17.86 5071.80 5728.81 5226.31 12.95 -8.77
Oct. 639.90 729.5%  682./71 14.08  -6.47  5711.70  6458.80  5909.03 13.08 -8.51
Mov. 652.40 689.61 682.86 5,70 -0.97  6364.10  7148.41 6b91.89  12.32 -7.78
Dec. 769.50 809.61 864.83 5.21 6.82 7133.60 7958.02 74h6.72 11.56 -6.29

Composition of Turkish Exports

The following tables show the composition of Turkey's exports.
Comparing the figures for the last seven years, it will be seen that
there have been marked changes. It is of special importance that the
share of industrial products was 71.4 percent in 1986 as compared
with 36.0 percent in 1980 and that the share of agricultural and
livestock exports correspondingly dropped from 57.4 percent in 1980
to 25.3 percent in 1986; this latter was, however, 3.69 percentage
peints above that for 1985,
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COMMODITY COMPOSITION OF EXPORTS

(US ¢ Million)

1985 1986
Value Share (%)} Value Share (%) Change (%)

ngriculture and Livestock 1719.4 21.6 1885.6 25.5 8.7
- Vegetable Crops 1441.5 18.1 1546.8 20.7 7.3

. Cereals £3.0 0.8 3.0 C.cC -95.2

. Pulses 171.4 2.2 242.7 I.C 4]1.6

. Industirial Crops 56C.6 7.0 461.5 £.2  -17.7

. Fruits and vegetables 623.6 7.8 g§2C.1 11.C 62.8

i . Others 23.0 0.3 19.5 c.3 -17.9
i - Livestock and Animal Products 244 .2 3.1 285.3 2.8 16.9
- Aquatic Products 21.0 0.3 39.7 .t 88.8

i - Forestry Products 12.7 0.2 13.8 €.z 7.9
iMining and Quarrying 243.8 3.1 246.9 2.3 1.2
‘Manufacturing 5994.8 75.3 £324.2 ;.6 -11.2
- Agricultural Processed Products 646.6 g.1 666.7 E.% 3.1
- Petroleum Products 372.0 4.7 178.2 z.L  -52.1
- Industrial Products 497¢€.3 62.5 4479.4 &6C.1 -10.0

: . Cement 43.7 0.5 26.9 (.4 -38.4
. Chemicals 265.6 3.3 350.2 L7 31.8
i . Rubber and Plastics 107.8 1.4 140.5 1.9 30.2
| . Leather and Hides 484 .4 6.1 345.2 L.t -28.7
! . Forestry 105.8 1.3 51.7 .7 -51.1
. Textiles 1789.5 22.5 1850.7 2L.8 3.4

. Glass and Ceramics 189.6 2.4 157.9 Z.1 -16.7

. Ircn and Steel 968.8 12.2 803.6 1.8 -17.0

- . Non-Ferrous Metals 115.5 1.5 111.2 1.5 -3.7
; . Metallic Goods 72.7 0.9 60.4 .8 -17.0
.. Machinery 377.6 4.7 202.5 ¢.7 -46.4
. Electrical and Electronics 118.9 1.5 129.6 1.7 9.0
: . Motor Vehicles 146.6 1.8 82.4 1.1 -43.8
.. Others 189.5 2.4 166.5 2.z ~-i2.1
‘Total 7958.0  10C.0 7456.7 10C.C -6.3

can partly be explained by the quantitati
oducts.

The deceleration which is to be observed in exports in 1986

bv Western countries on some export pr

ments difficulties as regards trade wil

ve restrictions imposed

There were also pay-

th several Middle East.countries.
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Geographical Distribution of Exports

The geographical distribution of exports changed in 1986. The
OECD countries' share of exports increased from 51.6 percent of
total exports in 1985 to 57.6 percent last vear. Exports to the
EEC countries alone increased from 40.3 percent to 43.7 percent.

Exports to the COMECON countries decreased slightly to 4.1
percent of total exports in 18986 from 4.2 percent in 1885. Exports
to the Middle East and North African countries as a group also showed
a sharp decrease, from 42.8 percent of total exports in 1985 to 35.0
percent in 1986.
EXPORTS BY COUNTRIES (FOB)

(US § Million)

1985 1986 R
Value Share (%) Velue Share(%) Change (%)

OECD Countries 4106.2 51.6 4297.2 57.5 4.5
- EEC Countries 3203.8 40.3 3263.1 43.7 1.8
. W.Germany 1381.0 17.5 1444 .0 19.4 3.8

. Belgium-Luxembourg 161.8 2.0 1895.1 2.6 20.6

. Denmark 25.9 0.3 27.5 0.3 6.1

. France : 215.3 2.7 288.7 4.0 38.7

. Netherlands 213.2 2.7 222.4 3.0 4.2

. United Kingdom 538.7 6.8 334.7 4.5 -38.0

. Ireland 9.0 0.1 5.4 0.1 -7.1

. Italy 502.2 6.3 £79.8 7.8 15.5

. Greece 76.2 1.0 75.6 1.0 -0.7

. Spain 56.4 0.7 56.¢9 0.8 6.2

. Portugal 14.1 0.2 17.5 0.2 24 .1

- Other Countries 972.9 11.3 1029.1 13.8 14.0
. USA 506.0 6.4 549.3 7.4 8.6

. Japan ] 42.6 0.5 99.¢ 1.3 132.3

. Switzerland 128.3 1.6 162.3 2.1 26.4

. Austria 122.5 1.5 111.2 1.5 -9.2

. Others 103.8 1.3 107.3 1.4 -38.1
Islamic Countries 3406.7 42 .8 2607 .1 34.9 -23.4
- Middle East Countries 3038.4 38.2 2095.3 28.1 -31.0
. Iran 1078.8 13.6 564.4 7.6 -47.7

. Irag 961.4 12.1 B53.3 7.4 -42 .4

. Saudi Arabia 430.0 5.4 357.4 4.8 -16.9

. Kuwait 115.9 1.5 120.3 1.6 4.1

. Lebanon ' 86.4 1.1 136.C 1.8 57.3

. Syria 55.8 0.7 62.1 0.8 - 11.3

. Jordan 114.2 1.4 16€.C 2.2 48.0

. Abu Dhabi 12.1 0.2 14.9 0.2 23.1

. Dubai 107.4 1.3 22.7 0.3 -78.9

. Bahrain : 1.2 0.0 2.z 0.0 83.3

. Qatar 8.4 0.1 1501 0.2 55.9

. Oman 0.9 0.0 1.8 0.0 111.1

. N.Cyprus 65.9 0.8 3.3 0.8 11.1

- North African Countries  327.6 4.1 476.1 6.3 45.3
. Libya 58.8 0.7 135.8 1.8 130.8

. Egypt - 141.0 1.8 145.2 1.9 3.0

. Algeria 109.0° 1.4 177.¢ 2.4 62.9

. Tunisia 15.8 0.2 13.¢6 0.2 -13.8

. Morocco 3.0 0.0 4.C 0.0 33.3

- QOthers 40.7 0.5 35.7 0.4 -12.3
East European Countries 334.4 4.2 310.5 4.1 -7.1
. USSR 190.0 2.4 140.6 1.9 -26.0

. Others 144.3 1.8 170.C 2.3 17.8
Other Countries 110.7 1.4 246.9 6.3 123.0
Total 7958.0 100.0 7456.7 100.0 -6.3




3) Imports

Over the period
rage rate of over 30
cent, increased by a
than 56 .0 percent in
1981, decreased by 2
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1972-1977, imports increased by an annual ave-
percent. But in 1978 imports fell by 20.7 per-
modest 10.2 percent in 1979, rose by no less
1980, increased by a further 12.0 percent in
.2 percent in 1982, then increased by 5.7 per-

cent in 1883, by 16.5 percent in 1984, by 5.4 percent in 1985 and
decreased by 2.1 percent in 1986.

10756.9 100.0 11343.4 100.0 11104.8 100.

IMPORTS
-~ (US § Million})
Monthly Values Percentage Cha. Cumulative Values _Percentage_Changes,
Months 1984 1985 1986 1955/84 1986/85 1984 1985 1986 1985/84 1986/85
Jan. 664.30 822.17 1012.10 23.76 23.1 664.30 822.17 1012.10 23.76 23.1
Feb. 694 .50 685,25 857.80 -1.33 25.2 1358.70 1507.42 1869.91 10.95 24.0
Mar. 821.40  928.31 941.78 13.02 1.5 2180.10 2435.73 2811.69 11.73 15.4
Apr. 924.60  B66.53 B55.69 -6.28 -1.3 3104.70 3302.26 3667.39 6.36 11.1
May 876.80 914,80 951.25% 4.33 4.0 398]1.50 4217.06 4618.64 5.92 9.5
Jun. 846.00 801.59 832.99 -5.25 3.9 4827.40 5018.65 5451.63 3.96 8.6
Jul. 893.70 940.76 893.76 5.27 -5.0 5721.10 5959.41 6345 .40 4.17 6.5
Aug. B30.70 893.25 - 809.61 7.53  -9.4 6551.80 6852.66 7155.01 4,59 4.4
Sep. 942.10 1039.09 - 943.65 10.30 -9.2 7493.90 7891.75 8098.66 5.31 2.6
Oct. 917.30 1044.51 901.73 13.87 -13.7 8411.30 8936.26  9000.39 6.24 0.7
MNov. 978.60 1032.04 1023.06 5.46 -22.6 9389.90 9968.30 10023.06 6.16 -2.3
Dec. 1366.90 1086.25 1081.31 -20.53 -0.5 10756.80 11054.55 11104.77 2.77 -2.1
IMPORTS BY CdMMODITY GROUPS
{US & Million)
ngyﬁty 1982 1983 1984 __lags 1986
oup Value % Value % Value % Value % Value %
Investment Goods 2323.6 26.3 2317.3 25.1 2659.1 24.7 2602.9 22.9 3474.2 31.
~Construction goods  210.2 2.4 200.7 2.2 247.7 2.3.  279.4 2.5 481.8 4,
-Machinery and 2113.4 23.9 2116.5 22.9 2411.4 22.4 2323.5 20.4 2992.4 27.
Equipment )
Raw Materials 6337.5 71.7 6675.4 72.3 7624 .2 70.9 7835.5 69.1 6674.5 60.1
Consumer Goods 181.5 2.0 242.3 2.6 473.7 4.4 904 .9 8.0 956.1 8.6
Grand Total 8842.6 100.0 9235.0 100.0 G
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Composition of Imporis

Raw materials constituted 60.1 percent of total imports in 1986,
machinery and other investment goods accounted for a further 31.3
percent. and consumer goods made up the remaining 8.6 percent. An
analysis of 1986 imports by sources of finance reveals some changes
as compared with 1985. In all, programmed imports represented 86,6
percent of the total as against 90.5 percent 'in 1985, and liberalized
imports represented 75.9 percent as agains. 78.1 percent. In so far
as self-financing imports were concerned, there was a rise in imports
with waiver (i.e. imports without foreign exchange payment) and
imports against foreign project credits increased, from 6.8 to 8.1
percent of the overall total.

IMPORTS BY SOURCE OF FINANCING
(s $ Million)

1980 1981 1982 1983 1984 1985 1986
Programmed Imports 7204.10 8116.80 7982.20 8540.10 9837.70 10264.00 9624.77
- Liberation List 6087.40 7125.70 7623.10 8270.50 9753.80 8859.00 8434.50
- Allocation List 947.00 831.50 272.00 163.20 17.00 18.50 8.63

- Bilateral agr.Countries 169.70  159.60 87.10 106.40 66.90 - -
- Imports Subject to Licence - - - - .- 1386.50 1181.64
Self-Financing Imports 705.30 816.60 860.50 694.90 919.20 1079.60 1480.00
- Nato-Infrastructure 18.20 16.060 14.10 59.30 32.30 36.00 13.84
- Foreign Capital in Kind 33.10 42 .40 40.990 72.00 59.40 51.70 56.55
- Project Credits : 546,90 641.60 754.10 507.80 733.40 923.20 1295.00
- Imports With Waiver 94.80 69.00 49 10 55.80 a4.10 68.70 84 .55
- QOthers 12.30 47.60 2.30 - - - 0.06
Total 7000.40 8933.40 8842.70 9235.00 10756.90 11343.60 11104_77

Geographical Distribution of Imports

The geographical distribution of imports changed in 1986 mainly
due to the fall in petroleum prices. Imports from the Islamic countries
fell from 33.0 percent in 1985 to 19.4 percent in 1986. As a result,
the share of the OECD countries in total imports rose from 56.1 per-
cent in 1985 to 65.8 percent in 1988.
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COMMODITY COMPOSITION OF IMPORTS

(US § Million)

1985 1986
Vaiue Share (%) Value Share(%) Change (%}
Agriculture and Livestock 375.3 3.3 457 .4 4.1 21.9
- Agricultural Crops 242.3 2.1 240.8 2.2 -0.6
. Cereals 182.5 1.6 143.5 1.4 -18.1
. Others 59.7 0.5 " 8]1.3 0.8 52.9
- Livestock and Animal Products 105.0 0.9 152.7 1.4 45.4
- Aquatic Products 0.6 0.0 3.6 ¢.0 481.5
- Forestry Products 27.4 0.2 6G.3 0.5 120.3
Mining and Quarrying 3626.3 32.0 2145.4 19.3 -40.8
- Crude 0il 3321.4 29.3 1807.8 16.3 -45.6
- {thers 304.9 2.7 337.6 3.0 10.7
Manufacturing 7342.0 4.7 8502.0 76.6 15.8
- Agricultural Processed 487.2 4.3 479.5 4.3 -1.5
Products
- Petroleum Products 290.2 2.6 199.6 1.8 -31.2
- Industrial Products 6564.6 57.9 7822.8 70.5 - 19.2
. Cement 1.0 0.0 2.7 0.C 171.4
, Chemicals 1294 .4 11.4 1421.9 i2.8 9.8
. Rubber and Plastics 342.9 3.0 372.3 3.4 8.0
. Leather and Hides 1£.0 0.1 25.1 0.2 57.1
. Forestry 7.5 0.1 5.5 0.0 -26.5
. Textiles 146.0 1.3 161.1 1.5 10.3
. Glass and Ceramics 62.5 0.6 95.8 0.9 53.3
. Iror and Steel 1058.7 9.3 1028.3 8.3 -3.0
. Non-Ferrous Metals . 223.9 2.0 230.0 2.1 2.7
. Metallic Goods 37.8 0.3 50.6 0.4 33.9
. Machinery : 1550.5 13.7 2303.8 20.7 48.6
. Electrical and Electronics 663.5 £.8 841.6 2.0 344
. Motor Vehicies 812.9 7.2 767.7 6.9 -5.6
. Others 345.9 3.0 466.4 4,2 34.8
Total 11343.6 100.0 11104.8 10C.0 -2.1
Gold 269.8 _
Grand Total ' 11613.4 11104.8
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IMPORTS BY COUNTRIES (CIF,
{US $ Millicn)

1985 1986
Value Share (%) Yalue Share (%) Change (%)
QECD Countries 6361.7 56.1 7303.0 65.8 14.8
- EEC Countries ‘ 3895.0 34.3 4564 .9 “41.1 17.2
. W.Germany 1368.9 12.1 1771.8 16.0 28.4
. Belgium-Luxembourg 235.0 2.1 31C.0 2.8 31.9
. Denmark 31.0 0.3 38.7 0.3 24 .8
. France 513.9 4.5 545,3 4.9 6.1
. Netherlands 218.3 1.9 2641 2.4 21.0
. United Kingdom 468.4 4.1 51E.9 4.7 - 10.8
. Ireland 5.8 0.1 c.1 G.1 56.9
. Italy 658.2 5.8 866.0 7.8 31.6
. Greece 47.2 0.4 78.3 0.7 66.0
« Spain 322.1 2.8 147.1 1.3 -54.3
. Portugal 26.2 0.2 15.5 0.1 -40.8
- Other OECD Countries 2466.7 21.7 2738.1 24.7 11.0
. USA - 1148.1 10.1 1176.9 16.6 2.3
. Japan . 506.6 4.5 68L.2 £.2 35.0
. Switzerland 186.6 1.6 285 .4 2.6 53.0
. Austria 153.1 1.3 13¢.2 1.3 -8.8
. Others 471.3 4.2 L8524 4.1 -44 .7
Islamic Couniries 3743.8 33.0 2136.0 19.3 ~-42.5%
- Middle East Countries 2773.1 24.4 1588.9 14.4 -42.3
. Iran 1264.6 11.1 221.3 2.0 -82.5
. Irag 1136.7 10.0 768.7 £.9 -32.4
. Saudl Arabia 226.2 2.0 1727 1.6 -22.3
. Kuwait 98.4 0.9 205.9 1.9 112.4
. Lebanon ' 1.1 0.0 £.9 0.1 436.4
. Syria 16.3 0.1 1¢.0 0.2 16.6
. Jordan 3.0 0.1 6.6 G.1 -26.2
. Abu Dhabi 4.1 0.0 188.7 1.4 3770.7
. Dubai 0.3 0.0 C.1 0.0 -66.6
. Bahrain 1.8 0.0 1€.0 0.2 955.5
. Qatar 3.2 C.0 2.0 0.0 -37.5
“. Oman 0.0 ¢.0 (.4 0.0 -100.0
. N.Cyprus 7.2 0.1 5.3 0.1 29.2
- North African Countries 869.4 7.7 447 2 4.0 49.2
. Libya 620.7 5.5 28z.2 2.6 -52.9
. Egypt 6.9 g.1 17.C 0.2 146.4
. Algeria 160.8 1.4 30.5 0.3 -80.4
. Tunisia 21.2 0.2 28.6 0.3 36.3
. Morocco 59.8 0.5 71.6 0.6 18.7
- (thers : 101.3 0.9 98.8 -2.5
East European Countries 653.0 5.8 g7..9 7.9 33.5
. USSR . 220.7 1.9 352.0 3.2 54.8
. Others 432.3 3.8 51¢.2 L7 20.1
Other Countries 58c.1 5.2 78C .9 7.1 34.9
Tota : 11343.5 100.0 11104.8 100.0 -Z2.1




in 1986,
dollars.

- 98 -

4) Balance of Trade

The import bill fell by 2.1 percent to 11,105 millien dollars

milliocn. dollars as compared with 1985,

TRADE DEFICIT* (MONTHLY)

(US § MiTTion)

whilst exports decreased by 6.3 percent to 7,457 millicn
As a result, the foreign trade deficit was higher by 551.6

Months 1980 1981 1982 1983 1984 1985 1486
Jan. 197.0 371.3 161.8 261.6 123.1 154.1 385.8
Feb. 357.8 537.2 257.4 346.5 94.0 189.9 232.5
Mar . 136.5 373.4 237.6 383.1 108.1 311.4 315.0
Apr. 147.5 336.4 357.4 181.7 312.3 296.5 273.4
May. £96.0 465.5 354.2 285.9 336.3 229.9 324.4
Jun. 387.6 343.8 315.1 317.6 324.5 197.0 353.8
o Jul. 462.8 461.3 265.6 277.8 456.5 313.9 326.2
- Aug. 404.] 327.2 245.5 341.9 250.0 125.6 288.0
_ Sep. 817.4 289.1 188.8 223.1 417.5 344.6 373.2
Oct. 705.9 170.6 187.5 225.9 277.5 314.5 214.0
Nov. 255.3 247.9 151.1 245.7 362.2 342.4 340.2
Dec. 538.0 306.9 283.3 £416.1 597.4 276.6 216.5

* Traditicnal Definition

TRADE DEFICIT (CUMULATIVE}

(US § Millicn)

Monihs 1980 1981 1982 1983 1984 1985 1986
Jan. 197.0 371.3 161.8 261.6 123.1 154.1 385.8
Feb. 554.8 908.5 419.72 608.1 217.1 344.0 618.3

© Mar. 691.2 1281.9 656.7 891.4 325.2 £55.4 933.3
. Apr. 838.7 1618.3 1014.2 1173.1 637.5 951.9 1206.7
C May. 1334.7 2083.8 1368.4 1459.0 973.8 1181.7 1531.1
bodun.  1722.3 2427.6 1683.5 1776.6 1298.3 1378.8 1884.9
| gul. 2185.1 2888.9 1949.1 2054.4 1754.8 1682.7 2211.1
| Aug. 2589.2 3216.1 21946 2396.3 2004.8 1818.3 2499.1
¢ Sep.  3506.4 3505.2 2383.4 2619.4 2422.3 2162.9 2872.3
P Qct. 4212.3 3675.8 2570.6 2845.3 2£99.8 2477.5 3091.4
- Nov. 4467.6 3923.7 2722.0 3091.0 3026.0 2818.9 3431.6
. Dec. 5005.5 4230.6 3015.3 3507.1 3623.4 308¢.5 3648.1
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5) Invisibles

Workers'!

Workers'!

Remittances

i

ESES
TR&SBE GEFICT

bution to the Turkish balance of payments.

into the Turkish economy in the form of migrant workersf

1REA

remittances continue to make a very important contri-

During the 25 years® period between 1961 and 1986, an additional

purchasing power corresponding to 20.5 billion dollars was injected
remittances.

WORKERS' REMITTANCES
(MONTHLY)

(US & Million)

Months Values Percentage Change '
1982 1983 1984 1985 1986 1983/82 1984/83 1985/84 1986/85
Jan. 149.2 121.2 83.4 151.9 . 97.6 -18.8 -31.2 82.1 -35.7
Feb. 130.8 105.7 98.5 134.0 100.3 -19.2 -6.8 36.0 -25.1
Mar. 147.3 129.3 98.7 122.8 91.1 -12.2 -23.7 24.4 -25.8
Apr. 152.5 117.1 8l.7 123.1 118.7 -23.2 -30.2 50.7 -3.6
May 160.1 107.7 119.2 128.5 106.1 -32.7 10.7 7.8 -17.4
Jun 165.6 109.9 139.8 98.3 121.4 -33.6 27.2 -29.7 23.5
Jul. 246.4 164.0 - 233.8 216.0 216.6 -33.4 42.6 -7.6 0.3
Aug.  300.9 191.7 242.3 182.8 192.4 -36.3 26.4 -24.6 5.3
Sep. 196.5 139.7 172.9 183.5 183.7 -28.9 23.8 6.1 0.1
Oct. 203.6 -140.3 160.2 162.3 166.3 -31.1 i4.2 1.3 2.5
Nov. 143.0 103.4 267.4 136.6 137.6 -27.7 158.6 -48.9 0.7
Dec. 190.7 123.8 183.3 134.4 164.2 -35.1 48.1 -26.7 22.2
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WORKERS' REMITTANCES
(CUMULATIVE)

(US § Million)

Morth ' Values : Percentage Change
ONtNS 1082 1983 1984 1985 1986  1983/82 1984/83 1985/84 1986/85

Jan. 149.2 121.2 83.4 151.9 97.6 -18.8 -31.2 82.1 -35.7
Feb. 280.0 226.9 181.9 285.9 197.9 -19.0 -19.8 57.2 -30.8
Mar. 427.3 356.2 280.6 408.7 289.0 -16.6 -21.2 45.7 -29.3
Apr. 579.8 473.3 362.3 531.8 407.7 -18.4 -23.5 46.8 -23.3
May 739.9 581.0 481.5 660.3 513.8 -21.5 -17.1 37.1 -22.2
Jun. 905.5 690.9 621.3 758.6 635.2 -23.7 -10.1 22.1 -16.3
Jul. 1151.9 854.9 855.1 974.6 851.8 -25.8 0.0 14.0 -12.6
Aug. 1452.8 1046.4 1097.4 1157.4 1044.2 -28.0 4.9 5.5 -9.8
Sep. 1649.3 1i8l.1 1270.3 1340.9 1227.9 -28.4 7.6 5.6 -8.4
Oct. 1852.9 1326.3 1430.5 1503.2 1394.2 -28.4 7.9 5.1 -7.2
Nov. 1995.9 1429.7 1697.9 1639.8 1531.8 -28.4 18.8 -3.4 -6.6
Dec. 2186.6 1553.5 188l.2 1774.2 1696.0 -29.0 2l.1 -5.7 -4.4
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T S g S L
51 g LN LN NS

T

T
-

L

.




- 101 -

Tourism Receipts and Expenditure

In 1985, net revenue from tourism and travel soared by 184 per-
cent, from 271 million dollars in 1984 to 770 million deollars; but
net revenue decreased slightly again to 642 million dollars in 1986.
As may be seen from the balance of payments table on page 102 tourism
and workers! remittances again provided most of the favourable
balance on the invisibles account.

TOURISM REVENUE AND EXPENDITUREZ - MONTHLY
(US § MILLION;

RECEIPTS
Yalue Percentzae Change
Months 1983 1984 1985 1986  1984/83 1385/84 1986/85
dan. 22.1 26.7 &2.7 42.0 20.8 5%.9 -1.6
Feb. 26.5 32.3 5.2 36.0 21.9 6.9 -20.4
Mar. 23.1 24.7 6.7 4G.0 6.9 73,0 -40.0
Apr. 26.3 36.8 84.2 74.0 39.9 125.8 -12.1
| May 43.3 48.2 958.6 77.0 11.3 VTN -21.9
PJun., 30.5 44 .3 106.7 107.0 45.2 14G.9 0.3
Jul. 33.7 48.0 154.0 116.0 4z .4 220.8 -24 .7
Aug. 8.8 85,7 .153.5 135.0 45.7 79.1 -1z.1
© Sep. 41.5 54.7 126.0  120.0 31.3 :30.3 -4.8
i Oct. 40.6 55.6 101.0 77.0 36.9 81.7 -23.8
. Nov. . 29.5 40.7 64.0 80.0 38.0 7.2 25.0
I Dec. 44 1 50.3 52.0 50.0 14.1 3.4 -3.8
EXPENDITURE
i Value Percentage Change
" Months 1983 1984 1985 1986 1984/83 1985/84 1986/85
Jan. 6.8 13.0 18.2 18.0 91.2 £0.0 -2.7
Feb. 6.5 17.6 14.7 - 40.0 170.8 -16.5 272.1
Mar. 9.1 23.2 18.1 18.0 154.9 -22.0 -0.6
Apr. 8.1 18.9 23.8. 36.0 133.3 25.9 51.3
- May 20.3 44 .7 51.8 27.0 120.2 15.9 -47.4
i Jun. 11.2 27.6 20.9 33.0 146.4 -2.5 22.7
Jul. 15.7 25.2 33.4 28.0 60.5 32.5 -16.2
Aug. 11.3 34.3 20.5 21.0 203.5 -22.7 -20.8
Sep. 9.7 18.7 24,0 21.0 92.8 28.3 -12.5
Oct. - 18.0 17.8 31.0 26.0  122.5 74.2 -35.5
. Nov. 6.9 16.2 28.0 29.0 134.8 72.8 3.6
i Dec.  13.8 19.8 Z27.0 21.0 43,5 36.4 -22.2
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NET REVENUE FROM TOURISM AND TRAVEL

Value , Percentaqe Chanue
Months 1983 1984 1985 1986 1984/83 1985/84 1986/85

Jan. 15.3 13.7 24,5 24.0 -1G.5 78.8 -2.0

Feb. 20.0 14.7 30.5 -4.0 -26.5 107.5 <113.1

Mar. 14.0 1.5 48.6 22.0 -89.3 3140.0 -54.7

Apr. 18.2 17.9 6C.4 38.0 -1.% 237.4 -37.1 §

May 23.0 3.5 46.8 50.0 -84.8 1237.1 5.8

Jun. 19.3 -16.7 /9.8 74.0 -13.5 377.8 -7.3 ;

Jul. 18.9 22.8 120.5 88.0 26.7 428.9 -27.0 :

Aug. 47 .5 51.4 127.0 114.0 £.2 147.1 -10.2 i

Sep. 31.8 36.0 10z2.0 99.0 12.2 183.3 -2.9 ;

Oct. 32.6 37.8 70.0 57.0 le.0 85.2 -18.6 i

Nov. 22.6 24.5 36.0 51.0 8.4 46.9 41.7 :

Dec. 30.3  30.5  25.0  29.0 .7 -18.0 16.0 g
FOREIGNERS ARRIVING IN TURKEY

Months/Years 1984 1985 _ 1986

January 65,864 102,277 79,502

February 62,574 108,110 77,964

March 90,783 156,620 138,794

April 150,301 199,962 183,026

May 181,844 734,629 232,468

June 197,145 255,115 234,671

July 302,720 368,155 316,748

August ©319,910 369,285 338,922

September 266,925 300,206 277,927

October ' 211,228 - 242 288 231,265

November 142,843 153,709 151,276

December - 124,957 125,568 128,521

TOTAL 2,117,094 2,614 924 2,391,085
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6) Balance of Payments

The performance of the balance of payments last year was not as
satisfactory as in 1985.

According to the new definitions of the items, the foreign
trade deficit last year increased by 3.3 percent to 3,073 million
dollags,'compared with the 2,975 million dollars deficit registered
in 1985.

The balance on the "invisibles" account was a positive one,
but this was not of course sufficient to cover the trading deficit,
Overall, the current account yielded a deficit of 1,518 million
dollars, which was some 505 million dollars more than that of 1985,
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BALANCE OF PAYMENTS
(US S Million)

1982 " 1983 ELEVEE 1685 1986
A)Current Account ‘
Exports (FOB) - 5746 5905 7389 8255 7583
Imports (FOB) -8406 -8895  ~10331 -11230%  -10656
Trade Balance ~2660 -2990 - 25842 - 2975 - 3073
Other Goods, Services
and Income Credit 2044 2041 2366 3148 3254
- Travel 373 L20 S48 1094 954
- Other 1671 1621 1818 2054 2300
Other Goods, Services
and income Debit -2539 -2664 -2ah45 -3184 -3633
- Travel - 149 - 128 - 277 - 324 - 312
- Interest Payments -1465 ~ 1441 -1586 ~1753 -2133
- Other - 975 -1095 -1082 -1107 -1188
Total -3155 -3613 -3521 -3011 -3452
Private Unrequited ‘
Transfers Credit 2189 1569 1801 1782 1711
- Migrant Transfers 0 v 0 0 0
- Workers Remittances 2140 1513 1857 1714 1633
- Imports With Waiver L9 56 g4 68 78
“Private Unrequited
Transfers Debit 0 - 20 - 16 - 20 - 14
0fficial Unrequited
Transfers Debit 105 236 22¢ 236 237
Current Account Balance - 861 -1828 ~1407 -1013 -1518
B)Capital, Exluding
Reserves 163 690 133 1050 2218
Private Foreign Capital 55 L6 113 99 125
Portfolio Investments 0 0 0 0 0
Other Long-Term Capital
Movements 27 - 389 4y - 699 518
Other Short-Term Capital
Movements £ ® 1033 36 1650 1575
C)Net Errors and Omissions- 75 . 507 317 - 808 - 155
D)Exceptional Financing 902 622 1002 676 0
| E)Counterpart |tems 13 161 - 17t 370 387
! Overall Balance 168 152 - 66 275 532 |
l FiTotal Change in Reserves -168 - 152 66 - 275 - 532
{

*Gold import of % 269 millions are included.
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Gold and Foreign Exchange Reserves

Turkey managed to increase its foreign exchange reserves during
each of the five years to 1984 but total gold and foreign exchange
reserves decreased slightly in 1985 and at the year end amounted
to 3,279 million dollars, the equivalent of some 3.5 months' imports.

In 1986, however, total reserves improved once again, rising

to 4,347 million dollars or the equivalent of some 4.3 months' iw
ports.
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INTERNATIONAL RESERVES

{US S Million)

Gross Foreign Gross In-
Years Gold txchange ternational Over- Net
Reserves Reserves Drafts Reserves
1972 132 1190 1322 10 1312
1973 146 1906 2052 13 2039
197k 146 1473 1619 11 1608
1975 146 1097 1243 51 1192
1976 146 1058 1204 124 1080
1977 146 721 867 240 627
1978 150 902 1052 341 711
1979 155 795 950 24 706
1980 155 1308 1463 254 1209
1981 155 1571 1726 69 1657
1982 155 1873 2028 48 1980
1983 155 2098 2253 164 2089
1984 800 3099 3899 517 3482
1985 1040 2615 3655 376 3279
1986 1237 3187 L4 77 4347
GROSS FOREIGN
EXCHANGE RESERVES
{US -5 Million)
Gross Foreign
Years Central Banks Exchange
Bank Reserves

1980 1077 23 1308

1981 928 643 1571

1982 1080 793 1873

1983 1253 845 2098

1984 1239 1860 3099

1985 1020 1595 2615

1986 1368 1819 3187




- 107 -

7) Foreign Capital Investment

During the period 1980 to 1986, the net inflow of foreign c¢xn
pital was almost seven times greater than during the whole of the
previous 27 vyears,

It is not necessary to lock far to undersiand investors'® hew-
found interest in Turkey since 1980. Red tape has been drastically
reduced and the nrocessing of foreign investment applicaticns has
been centralised with the result that the examination process is
much more rapid and efficient.

Major fields of interest have been the manufacturing industries
and trading but tourism has also proved to be an attractive field.

The State Planning Organization (SP0O) issued licences for
$ 364 million worth of foreign capital investments in 1986. These
licences increased the toral foreign capirtal in Turkey to § 1.8
billion. Last vear's value marked the highest vearly amount so
far TYoreign capital investment licences registered amounts of
$ 338 million in 1981 anc & 271 million in 1084

FOREIGN CAPITAL INVESTMENT APPROVAL
UNDER LAW NO.6224 AND DECREE NO.86/10353

fUs = Mitlion

Years ’ Ngmber of Amounts Cumulativef
Firms
1979 91 228.1 228 .1
1880 100 g7.0 3251
1981 127 337.5 662.6
1982 170 167.0 829.6
1983 185 102.7 932.3
1584 267 271.0 1203.3
1985 421 234.5 1437.8
1986 610 364.0 1861.8

OFf the $ 364 million iicenced last vear, S 183 million was in
the manufacturing sector, $ 1563 million in services and & 17 million
in agriculture.

.Of the total, § 244.8 million will come in the form of completely
new investments, $ 25.3 million as extension works, 8§ 65.2 million
will be used for capital expansion, and 8 30.3 million for portfclio
investments.

The biggest investment amount of & 73.3 million is directed ot
investment financing, followed by the iron and steel industry wii:
$ 53.9 million, tourism with $ 46.6 million and the chemirals
industry with $ 29.3 million.
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SECTORAL DISTRIBUTION OF FOREIGN COMPANIES
{ ICENCED BY LAW NO.6224 AND DECREE NO.86/10353 IN 1986

(US 5 Million)

[ —

Number of Share in Foreign Ceziza! Shere In Total |

Sectors Licences  Totel Licences Licencsc Foreign Capital .
©Agriculture 12 2.5 16.86 4.6
Mining 4 0.8 0.86 0.2
Manufacturing 179 37.8 193.47 53.2
- Flectrical-tlectronics 22 4.6 472.03 11.5
. Machinery 9 1.9 1.62 0.4
© Textiles 18 3.8 16.23 4.5
Chemicals 35 7.4 29.32 8.1
Glass 3 0.6 0.00 0.0
oa\ed Cley and Cem.Manuf. 5 1.1 0.45 0.1
¢ furometiie Equlpment 10 u.5 12,58 3.4
' Autm.Re.zted Ind. 7 1.5 5.08 1.4
Metallic soods 8 1.7 U.54 0.1
Monferrous Metals 4 0.8 1.05 0.3
Iron anc Stizel 11 2.3 52.90 14.8
Plastiics 4 0.8 3.41 0.9
Tyres 5 1.1 7.12 2.0
Forost Frogucts 1 0.2 0.2% 0.1
Paper 1 0.2 0.07 0.0
Food anc Beverages 23 4.9 15.54 4.3
AErospace | c.2 .5 0.1
- Other 12 2.5 3.71 1.0
Services 279 58.9 152.81 42 .0
- Trade 171 36.1 17.19 4.7
Tourism 40 8.4 46 .83 12.8
Banking 3 0.6 1.3 0.3
lL.and Transporiation 1 0.2 0.1% 0.0
Maritime Transpertation 1 0.2 0.24 0.1
Investmens Financing 3 0.6 73.13 20.1
" Qther 60 12.7 14,47 4.0
o Grang Teoual 474 106G.0 364.00 100.0




- 109 -

BREAKDOWN BY JUNTRY OF ORIGIN OF FIRMS LICENCED
BY LAW NO.6224 AND DECREE N0.86/10353 IN 1986

(US § Million)

4

f Number of Share in Total  Foreign Capital In Total
Countries Licences Licences (%) Licenced Foreign Capital
Ausiria 6 1.3 0.90 0.2
Bahrain 2 0.4 0.95 ¢.3
Belgium 5 1.1 17.12 4.7
Canada 2 0.4 5.54 1.5

. Denmark 9 1.9 4,67 1.3

i Egypt 3 0.6 0.15 ¢.0

. Finland 5 1.1 2.61 0.7

i France 14 3.0 8.31 2.3

| Global Bodies 39 8.2 47.66 13.1

| IDB 4 0.8 0.57 0.2

I Iran 54 11.4 7.09 1.9

i Iraq & 1.3 0.30 0.1

I Israel 4 0.8 0.22 0.1

i Italy 13 2.7 4,83 1.3
Japan 3 0.6 2.63 0.7
Jordan 8 1.7 0.94 0.3
l.ebanon 12 2.5 3.89 1.1
Liechtenstein 3 0.6 0.25 0.1
Luxembourg 5 J 0.59 0.2
Netherlands 11 2.3 2.40 0.7
Other 14 3.0 1.92 0.5
Panama 2 0.4 20.36 5.6
Saudi Arabia 18 3.8 75.77 20.8
S.Korea 2 0.4 0.20 0.1
Sweden 5 1.1 1.C3 0.3
Switzerland 43 9.1 53.29 14.6
Syria 23 4.8 1.71 0.5
UAE 3 0.6 4.64 1.3
UK 31 6.5 21.90 6.0
USA 39 8.2 24.53 6.7
W.Germany 80 16.9 45 .26 12.4
Yugoslavia 4 0.8 1.5C 0.4
Total 474 100.0 364.00 100.0

[

Saudi Arabia provided the biggest investment figure last vear
with $ 75.8 million. Of that amount, $ 60 million will be used as
the Saudi share in the Turkish-Saudi Joint Investment Holding Cor-
poration.

Switzerland followed with $ 53.3 million, then came the Federal
Republic of Germany (FRG) with $ 45.3 million, and the United

States with $ 24.5 million.

In terms of the number of licences issued, FRG ranked first with 80,
followed by Iran with 54 licences.
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The number of foreign companies operating in Turkey rose to
610 by the end of 1986, and their aggregate foreign capital inc-
reased to TL 303 billion. The total capital of the 610 companies
rose to TL 707.2 billion.

BREAKDOWN BY COUNTRY OF ORIGIN OF FIRMS OPERATING
UNDER LAW N0.6224 AND DECREE NO.8G/10353
(As of 31.12.1986)

(Million TL)

. . Percentage ) Percentage
f . - b
Countries NgT?:g 0 Eg;?%g? in Total ,ggg%él in Total
Foreign Capizta v Capital
Austria 8 36050 11.90 £8203 52.85
Bahrain 2 £139 1.36 4262 97.12
Belgium 7 £983 1.97 14800 40.42
Bulgaria 1 473 0.15 1050 45.00
Canada 1 1097 0.36 3540 31.00
Denmark 7 8787 3.23 20930 46.75
Egqypt 2 81 0.02 135 59.62
finland 3 613 G.2C 1348 45,44
France 9 11509 3.83 2leb4 53.61
Global Bodies 50 4G 386 16.30 123892 39.86
Greece ! 35 0.0l 35 100.00
1DB 8 2049 C.67 13578 15.09
IFC 2 2625 0.86 27500 9.54
Iran 43 5558 1.83 6038 92.1%
Irag 9 1477 (.48 2406 61.40
Israel 2 58 0.01 60 99.02
Italy 11 9973 3.29 21369 46 .67
Japan 7 1538 ¢.5¢ 7286 21.10
Jordan 9 300 0.09 580 50.96
Kuwait 2 1007 0.33 2096 48.03
Lebanon 9 2316 0.76 7390 31.33
Libya 4 19042 £.28 37798 50.38
Lichtensteln 2 79 0.02 140 56.50
Luxembourg 5 3979 1.31 11435 34.79
Monaco | 140 0.04 312 45,00
Netherlands 23 18652 £.15 28186 66,17
N.Cyprus 3 §74 ¢.32 9497 97.66
Pakistan 3 2483 ¢.81 2554 97.21
Panama 3 738 ¢.24 1173 62.87
Qatar 1 60 ¢.01 60 100.C0
Saudi Arabia 22 11204 3.69 20821 53.81
S.Koresa 1 72 g.02 80 90.0D
Spain 1 39 0.01 3% 100.00
Sweden 7 242 0.07 334 72.43
Switzerland 77 4455¢ 14.74 14833C 30.1¢
Syria 46 2155 C.71 3413 63.14
Tunisia 1 3 .00 30 100.00
UGAE 4 2152 0.71 3413 63.14
UK 44 3363 1.11 53.50 63.41
USA 75 13715 4.52 22837 60.05
W .Germany 92 36050 1.90 68203 52.85
Yugoslavia ] 33586 11.08 714444 47.01
Total 610 302809 100.060 70714 42.83
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The FRG has so far been the front-runner in investing in. Tur-
key, 92 of the 610 firms were set up with the capital participation
of German companies. Seventy-seven firms have been set up with the
capital participation of Swiss companies, and next in order are
United States investors, 75 in all.

Of the total joint venture capital of 707.2 billion TL., 447.6
billion TL was contributed by the 235 firms operating in the manu-
facturing sector. This sector was followed by the services sector,
where 357 firms operated with a combined equity of 235.0 billion TL;
with a rush of new investment, the trade and tourism sectors gained
particular vitality and importance in the past year.

The sectoral break-down of the capital brought in by foreign
investors shows that 155.1 billion TL was in the manufacturing
industry, and 135.7 billion TL in the services sector,

FOREIGN COMPANIES OPERATING
BY SECTORS
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SECTORAL DISTRIBUTION OF FOREIGN COMPANIES
OPERATING UNDER LAW NO.6224 AND DECREE NO.30
{as at Dec. 31. 1986)

(Million TL.)
Percentage
in Total Percentage
Sectors Number Foreign Foreign Total in Total
of Firms Capital Capital Capital Capital
Agriculture 12 8795 2.90 18558 47.39
Mining 6 3274 1.08 6084 53.81
Manufacturing 235 155120 51.20 447562 34.65
Flectrical -

Electroni €5 22 21818 7.20 48241 45,22
Machinery 15 10176 3.35 34894 29.16
Textiles 29 8611 2.84 18020 "47.78
Fertilizers 2 4276 1.41 7565 56.51
Chemicals 36 24381 8.04 31960 76.28
Glass 3 3250 1.07 35700 9.10
Cement 1 765 0.25 5400 14,16
Baked Clay & Ceramicsh 998 0.32 3510 . 28.45
Automotive

Equipment 10 21814 7.20 65186 33.98
Autm,Related Ind. 10 8554 2.82 27605 30.98
Metallic Goods 15 2383 0.78 12562 18.96
Nonferrous Metals 3 1343 C. 44 8160 16.46
Iron and Steel 8 9892 3.26 74185 13,33
Plastics 8 1597 0.52 5218 37.85
Tyres 3 253¢C 0.83 4577 50.83
Forest PrOdUCtS 7 1158 0/38 39',43 29.36
Paper 6 1624 0.53 Loko 4o .18
Food and Beverages 36 28694 9.47 55361 51.83
Aerospace 2 245 0.08 500 4g.00
Other 15 1010 0.33 2535 39.82

Services 357 135725 44 .80 234961 57.76

Trade 224 18140 5.98 23687 76.58
Tourism 4 19530 6. 44 Lieg2 43,69
Banking 21 54782 18.08 96322 56.82
Land Transportation 6 1771 0.58 2655 66 .69
Maritime

Transportatien 3 15456 5.10 30930 49,96

tnvestment Financing'2 8500 2.80 10000 85.00
Other 60 17546 5.79 26675 65.77

Grand Total 610 302909 100.00 70716k 85.00
i
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8) Free Zones

Within the framework of its ocutwardly-oriented economic policy,
the Turkish government has for some time past directed special
attention to preparations for the early opening of the country's
free zones.

The Mersin Free Zone, with 740,000 m? overall area, has already
opened in 1986 and the Antalva Free Zone, with 470,000 m?, will be
opened during 1987. These zones will provide entrepreneurial and
trading facilities for both Turkish and foreign investors with
interests in opening up new markets and increasing their turnover
in existing outlets.

Feasilbility studies of the two free zones which are to be set
aside for export processing and manufacturin% are nearing completion.
These two zones - at Adana,/Yumurtalik (50 km® area) and at Izmir/
Nemrut (12 km? area) - are located, respectively, on Turkey's
Mediterranean and Aegean coasts and they are intended to serve
large-scale foreign and domestic industrial concerns within the
course of the next two vears.

For potential investors, the Turkish free zones are the most
attractive of any such faclities to be found in the Middle Eastern
region. This claim is supported by the following features -

- Turkey's stable politico-economic situation;

- Turkev's strategic location as a bridge between Western
‘Europe and the Middle East;

- The availability of a large, hard-working and relativelyw
cheap labour force;

~ The availability of State finance and provision of comrehensive
infrastructural facilities;

- Exemption from all categories of Customs duties and charges,
and from Corporation and Income Taxes:

- Low-cost inputs from Turkeyv, resultant from incentives granted
to domestic exporters;

- Unrestricted transfer of free zone origin profits and invested
capital;

- Pavments in foreign currencies as required;

- Minimal formalities and bureaucratic interference;

- Long-term land leases atr very favourable rates:

- Zone management by private enterprise Zone Operators:

- kasy access to active and growing urban centres:

- An adequate and hospitable social and cultural environment.

Turthermore, demand from Turkish and foreign companies desirous
of operating in the Mersin and Antalya Free Zones has been even
greater than expected. The requirements of the 490 domestic and
foreign applicants for space in these two zones amounted to three
times the total area available.
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9) Turkish Contractors Operating in the Middle East and
North Africa

The activities of Turkish contracting companies in the iiddle
Fast and North Africa increased during 19856, According to the most
recent data available the number of Turkish construction companies
working abroad increased from 22 in 1978 te 230 in 1986,

NUMBER OF TURKISH CONTRACTORS CPEZRATING ABROAD™*

Countries 1978 1978 1980 1981 1982 1883 1984 1985 1986
Libya i3 19 34 68 98 105 105 10z
S.Arabia 4 5 13 19 79 109 120 126 L
Iraqg 3 4 7 13 35 35 35 35 35
Jordan 0 0 2 3 8 11 11 11 11
UAE 1 1 2 2 2 z 2 2 2

L Kuwait 1 1 3 5 & 6 6 6 &

. Egypt 0 0 l 1 1 1 1 1 1

i Senegal 1 1 ] ] 1 1 1 ] ]

. Iran 0 0 0 0 0 1 2 ¢ 2
Uganda 0 0 0 0 Z z 2 Z 2

. Algeria 0 0 0 0 ] ] 1 1 1

i Qthers 0 0 0 2 g 9 10 10 10

| Total 22 30 62 113 242 283 296 296 296*%

=*Number of firms active in more thar one country is 6€, and total number of individual
firms operating abroad is 230.

The primary markets for Turkish contractors in 1986 were Saudi
Arabia, Libya and Iran.

Turkish contracting companies operating abroad held contracts
valued overall at arvound 17 billion dollars at the end of 1986.

Although overseas jobs are not as plentiful as they were a
few vears ago, Turkish contractors undertook work worth $ 1.43
billion last vear, largely owing to resumed business relations
with Libya and the launching of some major projects in Irag. But

the first two and a half months of 1987 brought no new contributions
to the work on hand. ‘

Last vear Turkish companies were awarded contracts worth $ 609
million in Libva, where there were no contracts in 1985. In addition,
contracts were signed with Irag ($ 801 million), Jordan ($ 17
million) and Saudi Arabia ($ 55 million).



Accordingly, last vear's contrects vwere valued above the 18984
and 1985 levels Annual volume was $ 2,335 miilion in 1981, & 3,524
million in 1982, 8 1,452 million in 1983, § 734 million in 1984 znd
S 737 millien in 1985.

Turkish companies overseas are heavily concentrated in Libya,
where the total value of jobs assigned to them reached $ 9,266
billion by 1986. Saudi .Arabija follows with § 4,259 bhiilion and

Irag with $ 2,098 billion.

Including the completed ones, the total number of overseas
contracts awarded to Turkish companies reached 311 in 1986; in
Saudi Arabia, 111 in Libya, and 37 in Irag.

OVERSEAS CONTRACTS OF TURKISH COMPANIES

($ Million)
1980 1981 1982 1983 1984 1985 19386
Libya 2,346 7,100 8,167 8,565 8,657 8,657 9,266
S.Arabia 684 1,130 3,302 4,125 4,567 L, 954 L, 959
| raq 430 728 952 1,031 1,031 1,297 2,098
Jordan’ 11 43 43 108 108 168 185
UAE 35 39 39 39 39 51 51
Kuwait 11 12 16 17 17 17 17
Senegal - - 20 20 20 20 20
Algeria - - 37 37 37 37 37
lran - - - 70 171 171 171
Egypt - - - 16 16 16 16
. Yemen - - - - 100 11 1A
; Bahrain - - - - - - !
| TOTAL 3,517 9,052 12,576 14,028 14,762 15,499 16,932
| .

10) Foreign Exchange Rates

The 1986 Lira devaluation rates against the US Dollar, Sterling
and the Deutsche Mark were 31.869 percent, 34.20 percent and 66.40 percent,
respectively. The percentages for the TFrench Franc, Swiss Wranc, Belgiar
¥ranc and Austrian Schiilling were 53.98 percent, 67.87 percent.
63.31 nercent and 87.71 percent.

EXCHANGE RATES (END OF YEAR )
Turkish Lira

o Deutsche Frencs  Swiss  Belgian Austrian |
| Years USDollsr Sterling yavk ™ Frank  Freme  Framc Schilling!
j )

1970 14.85 38.94 4.09 2.6¢ z.46 0.30 0.58 !
1871 14.00 36.48 4.34 2.7 3.65 0.31 0.60 ;
1872 14.00 32.90 4.34 2.7¢ 2.65 0.31 0.60 |
1973 14.00 32.30 5.25 3.04 ;.34 0.35 0.72 |
1974 13.85 31.82 5.65 2.98 - 5,22 0.37 0.79
1875 15.00 31.05 5.95 3.48 .60 0.40 0.89 |
1876 16.50 26.40 £.85 3.83 £.80 0.45 0.97 |
i 1977 19.25 34.70 8.60 3.90 £.85 0.54 1.17
i 1978 25.00 5C.1C 13.87 5.97 iz.97 (.88 1.8 |
© 1979 35.00 75.C2 20.22 8.6C 2..85 1.24 2.82
;1980 89.25 2ic.12 45,15 19.54 5C.20 2.81 6.36 |
i 1981 132.30 25C.25 58.35 23.07 73.38 3.46 8.32 ,
L1982 184.90 300.55 78.25 27.6G §z.05 3.97 1.1z
¢ 1983 280.00 401.38 101.75 33.25 127.97 5.08 14.35
i1984 444 3¢ 514.28 141.05 4€.19  170.43 7.05 20.13 !
+ 1985 574.00 82¢.56  233.15 75.08  Z7¢.76 11.42 33.10
1986 755.90  1108.28 387.95 117.1%  464.60 18.865 55. 18
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FOREIGN EXCHANGE BUYING RATES
{END OF MONTH)

: Months and

. : Deutsche Frznch  Swiss Beiclan Austrian
| Years US Dollar  Sterling Mark Frank  Franc Frenc  Schilling
| 1983
~Jan. 191.15 293.51 78.45 Z. .56 95.89 § .00 [1.17
- Feb. 194 .30 296.31 80.45 2:.37 95 .64 4.08 11.45

Mar. 203.75 296.46 84.10 2z.06 88.07 4,34 11.%96
Apr. - 208.00 324.90 84.65 22,22 100.85 4,25 12.03
May 213.75 34418 84.95 25.32  102.31 4,25 12.06 .
Jun. 219.35 335.61 86.40 22.76  104.43 6.32 12.2%
Jul. 228.90 348.00 86.55 2£.78  106.54 £.33 12.34
Aug. 238.85 357.32 89.10 2%.59  109.59 L .43 12.68
Sep. 243.45 364.62 92.00 30.32 11£.03 L.54% C13.09
Oct. 250.00 373.38 95.40 30,32 11771 4,82 12.56
Nov. 266.20 387.72 97.60 32,19 121.83 4,82 13.90
Dec. 280.00 441.38 101.75 23.25 127.97 5.359 14.43
1984

Jan. 309.30 434 .57 109.90 32.82 137.86 5.28 15.58
Feb. 308.75 460.81 118.65 38,48  143.01 5.80 16.83
Mar. 320.60 - 481,41 123.80 .18 149,01 6.02 17.60
Apr. 337.75 473.86 125.20 47,82 151.53 6.15 17.80
May . 355.20 481 .24 130.10 2,34 157.48 L3 18.51
Jun. 388.10 494 .73 131.70 .90  157.31 €.40 18.78
Jul. 380.75 487 .53 131.40 £z.84 154,51 £.oo 18.76
Aug. 386.70 506.38 134.20 .74 161,39 £.89 19.13
Sep. 406.55 506.8% 134.40 £2.81  162.82 £.63 19,15
Oct. 412.15 501.38 136.05 40,36 165.42 6.74 19.38
Nov . 425.10 515,13 138.60 12,24 168.64 £.8¢ 19.73
Dec. 444 .30 514.28 141.05 46.19  170.43 7.C8 20.13
1985

Jan. 451 .40 506.92 142.55 4¢.63  108.97 7.3 20.29
Feb. 48(.50 525.62 144 .85 47.52 169.78 7.19 20.82
Mar. 488.65 605.93 158.65 5..98 187.54 7.9 22.62
Apr. 509.70 625.691 163.05 52.37  194.76 g.iC 23.31
May. 525.70 £68.69 17G.85 5¢.18  204.85 8.5 24.2:
Jun. 533.05 692.43 175.05 b7.44  210.92 8.68 24.93
Jul. 529.45 754 .47 187.55 b..62  230.30 9.28 26.65
Aug. 533.25 747 .88 193.60 £2.39 236.37 9.k3 27 .56
Sep. 542.20 762.88 202.70 6c.45  247.58 g.0a:c 28.99
Oct. 548.80 792.47 209.95 6£.88  256.09 1G.32 29.89
Nov. 557.90 827.64 ¢10.50 72.83 288.22 1C.5%2 31.66
Dec. 574 .00 828.56 233.15 72.08  £76.76 11.42 33.10
1986

Jan. 581.85 815,17 2&3.60 75.38  288.30C 11.92 34.76
Feb. 589.50 875.70 262.35 82,38 311.28 12.83 37.43
Mar. 658.25 8973.88 283.05 ©..85  338.26 13.81 40.51
Apr. - 651.65 1009.41 299.95 89,20 z5HB.64 14.73 42.68
May . 678.05 1013.68 295.25 .76 356.59 14.49 42.19
Jun. 675.35 1025.72 304.55 8z.62 371.58 14.42 43.43
Jul. 670.53 1000.05 320.5C “c.p8 298.34 15.50 45 .52
Aug. 676.5 1006.71 332.55 102,51 412.53 16.07 47 .25
Sep. 652.45 1502.11 34z2.20 154.3 421 .58 16.48 48.63
Oct. 735.70 1037.33 364.84 l1::.65  440.80 17.56 51.63
Nov. 785,20 1671.60 377.56 119,22 454.39 18.15 53.53
Dec. 755.80 1108.28 387.95 117.15 464,60 18.¢2 55.18




CHANGES IN FOREIGN EXCHANGE RATES

(1970=100) (END OF YEAR])

Months and . Deutsche French Swiss  Belgian  Austirian
Years US Dollar  Sterling Mark Frank Franc  Franc Schilling
1970 160.0 100.0 166.0 100.0 16C.0 10C.0 100.0
1671 94.3 101.5 106.2 101.6 105.4 104.3 104.4
1672 84.3 81.5 106.2 101.6 105.4 104.3 104.4
1673 8.3 89.9 128.3 112.¢ 1255 115.¢ 124.3
1974 G3.3 88.5 138.1 110.6 150.8 124 .4 137.0
1975 101.0 86.4 145.4 12¢.2 162.0 133.1 5.7
1976 1111 73.5 167 .4 123.6 166.7 148.6 167.7
1977 12¢.6 96.6 210.2 144 .8 245.C 179.4 202.4
1978 168.4 139.4 338.9 221.5 482.0 262.8 328.2
1979 235.7 219.9 494 .3 319.2 631.9 £15.7 489.2
1980 601.0 584.7 1103.7 725.3 1451.9 938.5 1104.9
1981 890.9 £696.3 1426.3 856.3 2122.3 1155.6 1445.4
1682 1245.1 836.3 1912.8 1024.5 2691.3 1325.0 1931.9
1583 1885.5 1117.0 2484 .7 1236.1 3709.2 1755.1 2531.5
1984 2991.9 1430.9 3448.7 1717.1 4925.7  235G.0 3470.7
1885 3865.3 . 2299.8 57G0.4 2828.2 7998.8  380o.7 5706.9
1986 5080.2 3086.5 9485.3 4355.0 13427.7  6z2l1c.7 g514.0

11) Foreign Debts

Durine the last iour vears,total external debts rose hv 77 per-

cent and most of this increase is accounted for in 1986, when there

wag a 19.2 pmercent vriwe over 198o.

The

increase in the value of the

external debt over the pasi six vears renched 106 percent, from
¢ 15.1 million in 1980 to $ 31.2 milliop i 7946,

OUTSTANDING FOREIGN DEBTS

(US S Hillion, vear e:
| 1982 1983 1984 1985 1986 Undisbursec
Medium-and Long-Term 15,855 16,104 18,078 20,590 25,317 7,466
P.M.F. 1,455 1,572 1,426 1,326 1,085 -
Short-Term 1,764 2,281 3,180 L, 759 6,911 -
Normal Debts 1,347 1,705 2,184 3,215 L,353 -
’ Turkish Citizens 17 575 996 1,544 2,558 -
| Tota! 17,619 18,385 21,258 25,349 31,228 7,466 |
(ver the same six vears, the annual geometric rate of growih
ol externnl debts is calculated as 12.8 percent for tetal dehts,

1:.5 peraont for medium-and long-term debts and 18.5 percent for

shor+* =term

debre



PERCENTAGE CHANGE IN FOREIGN DEETS

1942 1983 198L 1985 1986

Medium and Long Term 8.1 1.6 12.3 13.9 18.1
Short Term -19.6 29.3 39.4 bs.2 49.6
Turkish Citizens 4.2 38.1 28.1 65.7 55.0
Total 4.5 4.3 15.6 23.2 19.2

In 1986, Turkeyv's medium and loneg-term external debts voiie by
18.1 peveent, ond short-term debts by 45_2_Deroenr. Accordirg  To
the State’s officals, depreciation of the TS dollar was mainly res-
ponsible for this increase in the countrvis external debis.

PERCENTAGE SHARES OF
MEDIUM AND LONG-TERM AND SHORT-TERM DEBTS
FN TOTAL EXTERNAL DEBTS

1950 1961 1962 1903 1964 1985 1986

| ;
| Medium and Long-Term 83.6  87.0 0.0 87.6  85.0 81.2 77.9 |
| Short-Term 6.4 13,0 10.0  12.L 15,0 18.8  22.1

| Total 100.C 100.0 100.0 100.G  100.0 100.0  100.0
i

The steady increase over the nperiod 1582-1986 in the percentage

T 1 j : b : he above
= of short-term debts will certainly be chserved from t
22%%2 along with the compensating fall in the relative importance of
)

medium and long-term debts. The annual growth rate in geometric terms
over the period 1982-1986 was 21.9 percent.

Foreign Debt Pavments

Last vear’'s total debt servicing payments reached $§ 4,773 million
of which $§ 2.553 million was repayments of principal and $ 2,220
million interest pavments.

Of the total amount, 8§ 1,352 million was in respect servicing
inter-governmental borrowings and this ranked first.

Second 1in ranking were international organizations; Turkey
naid § 1,241 million te the IMF, IBRD, the Resettlement Fund of the
Council of Europe, the European Investment Bank and the Islamic
Development Bank . Among this group of creditors, the_IMF ranked
}irsr,'with a principa: amount of § 383 million and interest of
& 13C¢ million.

Tn the internaticnal commercial banks,Turkev paid $ 859.1
millicon in principal amount and % 381.9 million in interest, a
iotal of & 1,241 billion.

Debt servicing to non-banking private lenders amounted to $ 252.8
miilion, '
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DEBT SERVICING IN 1986
{By Creditors -
s & Mitlion)

Principal

Amount Interest Total
Medium and Long-Term 2,553 .1 1,534.90 4, 087.1
International Org. 659.3 582.1 1,241 .4
Intergovernmental 843.3 508.6 1,351.9
Commercial Banks 859.1 381.9 1,241.0
Private Sector 191.4 61.4 252.8
Short-Term - £85.9 685.9
Total 2,553.1 2,219.9 4,773.0
ANNUAL DEBRT SERVICING PAYMENTS
(US § Million)}
: 1982 1983 1984 1985 1986
Principal 953 1066 1167 1858 2170
[ L.MLF. - - 141 . 255 383
%Interest 1465 1441 1586 1753 2220
{ Total 2418 2507 2834 3866 4773
PERCENTAGE RATIQ INDICATORS I[N
EXTERNAL DEBTS
1982 1983 1984 1965 1986
Debt Ratio to GNP 33.3 16.7 434 48.2 54.3
Short-Term/Total Debt 10.0 12.4 15.0 18.8 22.1
Turkish Citizens*/Short
Term 23.6 25.2 31.3 32.4 37.0
Payments Ratio to GNP L6 5.0 £.5 7.4 8.1
Debt Servicing Ratio®® 26 .4 29.5 27.0 32.3 41,5

: Total deposits made by Turklsh workers and other citizens abroad
long term accounts among the forelgn currency deposits at the
Central Bank wlth letter of credit beaking from the Dresdner BRank
and deposits of Turkish residents amountine to S 2,100 Billion
are excluded. ‘

“External debt payments expressed as the percentage of earnings
from exports and other goods and services (net} and unrequited
transfers
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CRAPTER 1V

NAaT1oNAL ACCOUNTS. INVESTMENTS. PUBLIC FINANCE
PRODUCTION AND FEMPLOYMENT

1) Growth Rate in 1887~

Following two consecutive years of negative growth in 1979 and
1980, an average growth rate of 5.2 percent was achieved during
1981-1986, with the lowest, 3.3 percent in 1983, and the highest
8.0 percent, in 1986. '

Average sectoral growth rates for 1981-1986 were 3.3 percent
for agriculture, 7.4 percent for industry and 4.6 percent for ser-
vices, contributing an average growth rate of 5.1 percent for Gross
Domestic Product and 5.2 percent for Gross National Product.

Estimates for 1987 prepared by the State Planning Organization
are aimed at 5 percent GNP growth. Sectoral growth rates are esti-
mated to be lower for all the main sectors of the economy -—agricul-
ture, industry, services- as well as for GDP .and GNP,

SECTORAL GRGWTH RATES

(at 1968 fixed factor prices) )
: (%

Sectors 1981 1982 1983 198k 1985 1986 1?§é£ 1987+
Agriculture 0.1 6.4 -0 3.7 2.4 7.7 3.3 2.5
Industry 7.2 L.6 8.2 9.3 6.3 9.0 7.4 6.4
Services 4.8 41 .2 5.3 3.7 6.3 4.6 4.3
G.D.P, k.2 4.8 4.1 5.8 L2 7.3 5.1 4.7
G.N.P. k.1 4.6 3.3 5.9 5.1 8.0 5.2 5.0

% Programme goal

The usual trends experienced in the past are expected to con-
tinue in so far as the sectors' shares within GDP between 1986 and
1987 are concerned. As mav observed from the average growth rates
for 1981-1986, the leading sector is industryv. As a result of
differential sectoral growth rates, the share of industry increased
from 26 .8 percéent of GDP in 1981 to 33.4 pDercent in 1986, whilszt
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the share of agriculture declined from 22.3 percent in 1981 to 17.8
percent in 1986. The share of services fell from 50.9 percent in
1981 to 48 .8 percent in 1986,

SECTORS' SHARES WITHIN GDP
(Current Factor Prices)

(%)

1981 1962 1983 1984 1985 1986 1987
Agriculture 22,3 20.7 19.6 19.5 i8.7 17.8 17.5
Industry 26.8 . 27.0 28.6 29.5 31.6 33.4 33.9
Services 50.9 52.3 51.8 51.0 49.7 48.8 L48.6
GDP 100.0 100.0 100.0 100.0 100.0 100.0 100.0

#Programme goal

In 1987, it is expected that whilst the share of industry will
increase further to 33.9 percent,the shares of agriculture and ser-
vices will decrease to 17.5 percent and 48.6 percent, respectivelv.

Sectoral distribution of production, on the other hand, cal-
culated at constant 1886 prices, indicates an increase for 1ndustr\
from 48.5 percent in 1986 to 49.4 percent in 1987, and decreases
from 14.8 percent to 14.4 percent for agriculture and from 37.0
percent to 36.2 percent for services,

Contributions to the increase in production are expected to
come Trom mining, K which is estimated to increase its production
by 6.5 percent, and from electricity, gas and water, expected to
show a production growth of 11.7 percent. The manufacru"lng industry
is expected to increase its production in 1987 by 7.2 percent. The
increase in manufacturing production is expected to he 5.6 percent
for consumption goods, 8.3 percent for intermediate goods and &.
percent for investment goods. Growth of phvsical production, composed
of agricultural production and industrial production, is estlmated
at 6.4 percent, with rises of 2.5 percent for agrloulture and 7.6
percent for indusrrv Production of services, on the other hand,
is estimated to increase by 4.1 percent, allouing the grand rotal
of production to increase by 5.6 percent

Calculated at constant 1986 factor prices, it becomes obvious
from the table below that in 1987 nearly half of the total produc-
tion is expected to originate from industry
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SECTORAL DISTRIBUTION QF PRODUCTION
(1986 Constant Factor Prices)

(TL.Billion)

% b2 1967/

1986 Share 16287  Share 1885
Agriculture 10184.0 14.8 1043¢.7 14,4 2.5
Agricultural Pro. 5156.9 8.9 6245 .7 8.6 1.5
Animal Husbandry 2965.7 L.3 3094.6 L3 i, 3
Forestry 660.3 1.0 665 .3 0.9 0.9
Fisheries : 4ot.2 0.6 430 0.6 7.2
industry 33379.9 L48.5 35913.8 434 7.6
Mining 1146.0 1.7 1227.5 1.7 5.5
Manufacturing 29281.3  L2.5 313¢%.7  43.2 7.2
Consumption Goods 12044.8 17.5 1271E .4 17.5 5.6
Intermediate Goods 12716.7 18.5 13767.7 18.9 8.3
Investment Goods 4519.8 6.5 4912.6 6.8 8.7
Electricity.Gas.Water 2952.6 L.3 3265.6 4.5 11.7

Production{Physical)

Total 43563.9 $£3.3 46353 .5 63.8 6.4
Services 25297.8 37.0 263320 36.2 4.1
Grand Total 68861.7 100.0 726S2.5  100.0 5.6

Source: $.P.0.

23y Macro Equilibrium of the Economy

According to the 1987 Economic Development Programme, at 1986
prices, public disposable income is expected ¢ increase its share
o: GNP from 17.4 percent in 1986 to 19.0 percent in 1987, whilst
private disposable income will decrease from 82Z.5 percent to 81
percent. At current prices the public sector is expected to increase
its disposable income further, to 19.7 percent, whilst private sector

disposable income will be reduced to 80.3 percent.

Fixed capital investments are expected t¢ ilncrease by 32.6 per-
cent at current prices and by 6.9 percent at 1586 constant prices.
The increase is estimated to be higber in the private sector, raising
private fixed capital investment by 7.7 percent and lower for the
pulliic sector, which increases its fixed capiTal investment by 6.4
percent., Fixed capital investment 1s expected To increase further
as a percentage of GNP, from the already high 22,1 percent in 1986
Te 22.4 percent in 1987. The share of public sector investment will
rise from an alreadyv high 12.6 percent of GNP in 1986 to 12.7 per-
cent in 1887, while private investment will rise from 9.5 percent
1o ©.7 percent. The share of private investment 1n total fixed in-
vestment will rise slightly from 42.89 percent to 43.2 percent, but
it will remain much below its trend in the 1870's, which was
approximately 50 percent.
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Private investment in housing will amount to 3.5 percent of
GNP, limiting private investment outside housing to 6.2 percenat
of GNP. Inclusive of inventory changes, the share of private in-
vestment 1s expected to be reduced from 11 percent in 1286 to

10.7 percent in 1987, while that of the public sector will increase
to 12.8 percent in 1987 from 12.1 percent in 1986,

) In total investment, the share of the public sector will further
increase, from 52.6 percent in 1986 to 54.6 percent 1in 1987,

Domestic savings are expected to increase considerably, from
21 percent of GNP in 1986 to 22.4 percent at fixed prices and to
22.1 percent at current prices in 1987. A big explesion is expected
to take place in public savings, from 8.9 percent of GNP in 1986
to 10.5 percent in 1887, while private savings are reckoned to fall
gslightly from 12.1 percent ir 1986 to 11.8 percent in 1987.

As already stated, it is highlyv probable that values at current
prices have been underestimated as indicated by the GNP implicit def-
lator, which has been taken to reflect a 24 percent increase in prices.
A realistic estimation of the average price increase for 1984 ig at least
ten percentage points above the SPO target, that is tc say 34 percent

GENERAL ECONOMIC EQUILIBRIUM
As Percentage of GNP

19867 19871 1987
G.N.P. 100.0 100.0 100.0
External Deficit? 2.2 1.2 1.5
Total Resources 102.2 101.2 161.5
Total lnvestment 23.2 23.5 23.6
Fixed Capital Inv. 22.1 22.4 22.4
Public 12.6 12.7 12.7
Private 9.8 9.7 9.7
Stock Changes2 1.1 1.1 1.1
Public 0.k 0.1 0.1
Private 1.5 1.0 1.0
Total Consumption 79.0 77.6 77.9
Public Disposable
| ncome 17.4 19.0 15,7
 Public Consumption 8.5 8.4 9,3
| Public Savings 8.9 10.5 1C.4
Public Investment 12.1 12.8 12.9
! Public Savings
; Investment Gap 3.3 2.3 2.5
{ Private Disposable
E Income 82.5 81.0 850.3
| Private Consumption 70.5 69.2 68.6
. Private Savings 12.1 11.8 11.7
| Private Investment 11.0 10.7 10.7
- Private Savings
_ Investment Gap L 1.1 0.8
| Total Domestic Sav. 21.0 22.L 22.1

lat 1986 prices
2percentage changes indicate contributions to GNF
Jestimated

* programme goal
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GENERAL ECONOMIC EQUILIBRIUM

at 1986 prices

estimated

1
2
3
l’pr"c)gramme goal

3) Investments

percentage changes indicate contributions to GNP

Sectoral distribution of fixed capital investment indicates
important relative increases in agriculture and mining and decreases

in the share of manufacturing and energy.
sectors are expected to stav the game in 1986.

Shares

A characteristic of the sources of public inyestment is the
increasing roles of Special Funds, the local authorities, and the I11-

ler Bankasi and the decreasing role of the General and Annexed
Budgets and of the State Economic Enterprises. The share of Funds

in total public investments is expected to increase from 8.8 per-

cent in 1986 to 12.4 in 1987.

Local Administrations'

share in

public investment is expected to jump from 12.4 percent in 1986
and the share of Iller Bankasi from 2.5 per-

to 15 percent in 1987,

cent to 3.3 percent.

(TL. Billion)
1687 /86
1986 ° 1987 1987" 1?3;2 Regl 7éhance

GNP 39678.3 41662.9 51662.0 30.2 5.0
External Deficit? 877.5 498.6 780.¢ .2 1.0
Total Rescurces L0556 .4 L2161.5 C2h42.0 29.3 k.0
Total Investment 9201.1 9824.,7 12182.6 32.4 6.8
Fixed Capital Inv. 8742.9 9348.9 11592.7 32.6 6.9

Public 4990.5 5307.6 6581.4 31.9 6.4

Private 3752.5 4041.3 5611.2 33.5 7.7
Stock Changes? 458.2 475.7 589.9 0.3 0.0

Peblic -152.3 49.3 61.6 0.5 0.5

Private 610.5 426.5 528.8 - 0.2 - 0.5
Total Consumption 31355.4 32336.8 Loz59.4 28 .4 3.1
Public Disposable

I ncome 6$925,2 7909.6 10187.8 47 .1 14.2
Public Consumption 3397.9 3522.0 4823 .3 41.9 3.7
Public Savings 3527.3 4387.6 5364.5 52.1 24 . 4
Public Investment 4838.2 5356.9 6642 5 37.3 10.7
Public Savings-

Investment Gap -1310.9 -969.3 -1278.0 3.1
Private Disposable

Income 32753.7 33753.3 L1474 .2 26.6 3.1
Private Consumption 27957 .4 28814 .8 35436.2 26.8 3.0
Privarte Savings 4796.3 4938.5 6038.1 25.9 2.4
Private Investment 4362.9 LL67.8 5540, 1 27.0
Private Savings

Investment Gap 433 L4 470.7 498 .0
Private Savings Gap 14,6 14,6 14.6
Tgta1 Dom?stic Savings 8323.6 9326.0 11402 .6 37.0 12.0

't Fixed Capital Inv./GNP 22.0 22.4 22.4

Dorestic Savings/GNP 21.0 22.4 22.1

0of the rest of the
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The State Economic Enterprises are expected to invest slightly
more than TL 2,300 billion, mostiv in transportation and energy and,
te a lesser extent, in mnanufacturing and mining.

Public investment 1s expected to show a relative increase in
agriculture, health and other services and relative decreases 1in
mining, manufacturing and energy.

Private investment is estimated to decrezse in relative terms
1n agriculture, manufacturing and transportation and to increase in
tourism, energy and hausing,

Invesiment Incentive Certificates

_ In the same period of the last vear the amount of investment
represented by these certificates was TL 2.69% bn,

Investment Incentive Certificates issued during the first four
months of 1987 represent a total investment of TL 1,649.7 bn.
n 783 projects.

In this period, the propensity to invest was high in transpor-
tation (31.8 percent of total 1nvestment), and tourism (10.8 percent).
Manufacturing industry attracted only 26.8 percent of total private in-
vestment, with a concentration in cement (4.1 nercent of total private
investment), textiles (6.2 percent), clav anc cement products (3.0 per-
cent),food, beverages and tobacco (2.8 percent). Agriculture attracted
oniv 1.7 percent of total private investment.

Most of the investment incentive certificates are in the form
of new investment: these represent 60.0 percent of total investment
in 199 applications, fellowed by 58 applications for modernization
revresenting 27.3 percent of total investment. The remaining 12.7
percent 1s distributed between expansions, completions, renewals,
elimination of bottlenecksland the integration of facilities.
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SECTORAL DISTRIBUTION OF INVESTMENT

INCENTIVE CERTIFICATES
(January-April)

——

1987
Foreign
Total Exchange
investiment Capjta] Requirement
No (Mn.TL) (Mn.TL) (000 S) zmployment

I.Agricul ture 61 27622 66968 4343 1159
-Crops 5 2942 270 1028 97
-Livestock 48 20209 hE13 1648 845
-Fisheries 8 4471 215 1667 217
I1.Mining 45 415587 1621 179960 4412
111.Manufacturing 396 441766 31594 217683 20919
-Food and Baverages 71 46100 7551 14284 2907
-Textiles and Clothing 91 103233 6536 62361 5245
~Forastry Products 18 23074 15867 12257 447
-Paper 3 1398 300 465 432
-Leather and Hide 12 111646 1465 4397 1050
-Rubber g9 4369 337 2197 297
~-Chemicals 14 6057 560 2054 232
-Glass 3 9935 25 4000 20
-iron and Steel 6 3963 370 811 174
~Non-Ferrous Metals 1 222 20 45 10
-Transport Vehicies 19 28718 842 15947 1205
-Metal Good 19 43135 5427 18855 1663
-Measuring Devices 1 227 0 183 0
-Machinery 5 3394 191 1901 285
-Electrical Machinery 6 11140 1204 5182 227
-Electronics 7 5423 210 3148 272
-Cement 36 68428 1915 31530 1288
-Clay and Cement Prod. 61 50299 2235 25212 4860
-Ceramics 1 5000 300 2660 100
-0thers i 15885 1003 10153 205
1V. Services 263 764740 9758 180492 14595
~Transportation 94 525589 2529 109258 5689
-Tourism 84 178910 RZQ3 31683 6004
-Trade 15 apz? 336 5607 319
-Cthers 70 51219 14070 33944 2583
TOTAL 765 1649715 A4G071 582478 41507
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REGIONAL DISTRIBUTION OF INVESTMENT
INCENTIVE CERTIFICATES
(January-April}

1987
Foreign
Total Exchange
Investment Capital Requirement Employment
No (Mn. TL) (Mr.TL) (G30 8) (Persons)
Marmara 288 Feindg 16984 252192 14363
Central Anatolia 124 123242 7941 23767 5848
| Aegean Coast 116 151285 8577 57532 6024
Mediterranean Coast 78 140597 4051 L2770 4638
Black Sea Coast &1 51198 5059 15478 4415
tast Anatolia 42 16055 2554 2280 1341
South East Anatolia 29 68881 3770 32723 1831
Unknown®* 7 721353 135 152336 2627
f TOTAL 765 1649715 49071 522278 41087
* Investment in more than one province.
DISTRIBUTION OF INVESTMENT INCENTIVE CERTIFICATES
ACCORDING TO THEIR APPLICATION
{January-April 1987)
Foreign
Total txchange
Investment Capital Requirement Employment
o (Mn. TL)  (Mn.TL) {000 S) (Persons)
New Investment 499 088449 31986 281325 26474
Exnension 122 118621 8657 63888 4314
Completion 28 15936 855 10036 2251
Renewals 13 29138 705 12630 774
Quatlity Improvement 5 3190 320 1286 312
Elimination of Bottlenecks 27 29043 2897 13380 1178
Modernization 58 451165 2047 193182 5326
Integration of Facilities 11 13813 1604 . 6568 455
Financial Leasing 1 260 0 183 0
TOTAL 765 1649715 49071 582478 41087

In the first four months of 1987

investrments in more than one

city or defined as "region not specified” is zimost 40 percent of
the total.

_ - Regional distribution of investment incentive certificates
indicates that the Marmara region attracted °2.6 percent ol the
total, followed in importance By the Aegean Coast (9.2 percent ).
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4) Public Finance

As with its recent predecessors, the principal aim of the 1987
Budget is to reduce the rate of inflation. It aims, too, at the
achievement of a 5.5 percent GNP growth rate, at activating all
available domestic resources, and at improving the quality and
efficiency of public services.

The Consolidated 1987 Budget is put at TL 11,050 billion.
Revenues have been estimated at TL 10,120 billion, vielding a
Budget deficit of TL 930 billion.

Of the TL 11,050 billion expenditure, TL 2,250 billion will go
to personnel and TL 1,948 billion to other current expenditure.
An amount of TL 1,833 billion has been put aside for investments,
and TL 4,998 billion for transfers. Of the latter amount, TL 2,090
billion is earmarked for interest payvments.

The share of personnel expenditure in the Budget has been
reduced to 20.3 nercent for 1987, from 21.4 percent in 1986.
Likewise, the share of investment expenditure has been decreased
to 16.8 percent. Transfer payments, on the other hand, will enjov

an increased share, up from 40.0 percent last vear and 36.6 percent
in 1985, to 45.2 percent.

Overall Budget revenue is estimated at TL 10,120 billion, of
which TL 8,86C billion 1s tax revenue.

In 1987, domestic and foreign debt servicing will cost TL
3,020 billion. OQf this,TL 2,890 billicn will come from domestic
and TL 130 billion from foreign sources. Since the Treasurv pavs
.interest on 1ts bonds and equities in advance, it will have to
borrow some TL 4,000 billion - if the average interest rate is
around 40 percent- to raise a net 2,890 billion TL.

In the 1987. Budget investment priority is given to projects
which may be completed in 1987 - and which will play a positive
role in increasing export and other foreign exchange revenues and

which, at the same time, are not expected to face further financial
problems.

The returns for the first three moniis of 1987 show that Budgetary
revenues totalled TL 1,941.9 billion, including Special Fund revenues
ol TL 172.5 billion. During this period, overzll tax collections
totalled TL 1.597.5 billion, representing a 41.6 percent

increase
over the Tirst quarter of 1986,
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The Consoclidated Budget is no longer the only relevant indi-
cator of the Central Authority's fiscal policy stance. The authoritiesy
have shown a preference for shifting charges on Central Government
resources to Special Funds, which are financed principally by levies
on certain transactlons.

CONSQLIDATED BUDGET
(Billion TL.)}

Annual Januarv-March Change
1985 1986 1986 1987 4

EXPENDITURES 5,42“.5 &,309.1 1,437.1 2,373.5 65.1
Current Expenditure 2,050.2 2,908.4 455.6 660.5 45.0
Investments 1,141.9 1,826.9 278 .1 267.9 - 5.4
Transfers 2,232.4 3,193.7 903. 4 1,450.1 106, 1
- Interest Payments 595.0 1,330.0 252.0 776.0 220.6

{on domestic and
foreign debts) ,

REVENUE 4.613.9 7,197.1 1,351.& 1,941.9 L3 .7
Tax Revenue 3,843.1 5,991.7 1,128.2 1,597.5 L1.6
Non-Tax Revenue 516.7 638.5 133.4 172.0 28.9
Special Funds etc. 254 .1 566.9 89.7 172.5 92.3

DEFICIT 810.6 1,073.3 85.7 431.6 403.6

The aggregate resources of the three Special Funds affiliated
to the Mass Housing and Public Partnerships Administration recently
reached TL 1,807 billion.

Iindividually, the Mass Housing Fund bad a balance of TL 736
billion on April 28, the Public Partnershin Fund had TL 844 billion

on April 30, and the Resources Development anc Support Fund had TL 237
billion on May 4.

Of the TL 844 billion worth of resources oI the Public Partner-
ships Fund as at April 30, TL 470 billion came from profit sharing
bond sales. The Bosphorus Bridge contributed TL 42 .5 billion to the
total, Keban Dam TL 218.2 billion, Oymapinar Dam TL 16.6 billion,
fuel consumption tax TL 51.1 billion, interest revenues TL 16.3
billion, foreign credits TL 9.6 billion and deomestic credits TL 5
billion. Another TL 14.7 billion came from various sources,

TL 329 billion of the Fund's revenues was directed to dam
construction. TL 100 billion to motorways, TL 21.7 hillion to
drinking water projects., TL 7 billion to the free zones, TL 91.6
billion to investments in less developed regicns, TL 27.5 billion
to the maintenance and operation of the bridge and dams for which
profit shares were issued, TL 181 billion was paid against profit
sharing bonds sold, and TL 14.2 billion was spent for various other
purposes.
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53) Pr oduction

According to State Institute of Statistigs' figureg,'in the
first thre € months of 1987, out of 28 industrial commodities, pro-
duction of 18 increased as compared to the same period of 1986 and
production oI 10 commodities was lower.

produ ction of phosphate based fertiliger decreased by 53.0
percent, sulphuric acid by 29.0 percent, pnipes byq56.5 percent,
profile by 959.3 percent, and of steel plate by 22.9 pgrcent in the
first three months of 1987 as compared to the same period of 1986.
Among the fertilizers, nitrogen-based fertilizers increaseq by 12.2
percent. The highest production increases took place in blister copper
(54.0 percent) ammonium sulphate (42.5 percent), steel bars (46.7 per-
cent) and dingot (39.3 percent).

PRODUCTIOGN OF SELECTED
INDUSTRIAL COMMODITIES
(January - March)

(Ton)
1987 1986 |
Gasoline 344231 299636 14.9
Gasoline (Super) ¢C0308 161844 23.8
Kerosene 153048 117245  30.5
Motor 01l 1307211 1032179  26.6
Fuel o1l 1847522 1547841 19.4
LPG 113234 119607 -~ 5.3
Crude Petrcleum 610481 530205 15.1
Newsprint 40338 37299 8.2
Writing Paper 17861 17901 - 0.2
Steel Ingots 952582 886908 7.4
Pig Iron 59447 74063 -19.7
Steel for casting 958656 876703 9.2
Angles 10978 9349 17.4
Bars 242902 165530 4€.7
Profile 16634 40903 -5%9.3
Sheet 275690 258029 6.8
Plate 61755 80115 -22.§
Biooms 560870 471152  15.0
Stabs 325476 355633 8.5
Ingots 526314 377809  39.:
Pines CRAS 2248 -56,5
Borax 16441 18025 - ¢€.8
Sulphuric Acid 107280 151064 -28.0
IB1ister Copper 3375 7333 4.0
| Ammonium Sulphate 75143 52603 42.5
INTtrogen Based Fertilizers 884914 788807 12.2
{Phosphate Based Fertilizers 300382 629362 -53.0
ICement 3215940 3305152 -~ 2.7

Source: State Institute of Statistics.
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As calculated by the Labour Placement Office, figures for un-

emplovment showed a 12 months increase of 8.3 percent in March 1987,
raising the total number of registered unemploved to 1,126,195 from
. 1,039,913 12 months ago,

an increase of 86,280,

The rate of labour placements made was 40.8 percent higher in
the first two months of 1987 than in the same period cof last vear.
The increase in placements. has taken place in the public rather than

cultural activities.

and in non-agricultural rather than in agri-

The number of workers migrating abroad decreased by 7.9 percent.

OPEN UNEMPLOYMENT

1985/

1963/ 19847 o

January  LB86341 34.6 633147 30.2 882197 3.3 ©g96703  13.0 1093882 9.8
February 502235 30.6 664934 32.4 896823 34,9 1019908 13.7 1104640 &.3
March 524210 27.3 701268 33.8 921662 31.4 1039813 12.8 1126199 8.3
April 529024 2L 4 736271 3.2 935778 27.% 1050678

| May 527426 22.5 743542 k1,0 941279 26.6 1058634 12.5

. June 535806 25.3 753351 Lo.6 941085 24,9 1036878 12.3

July 538434 25.7 780589 k5.0 934699 19.7 1061131 13.5

. August 553592 26.8 794665 43.5 940177 18,3 1061289 15.0

{ September 563109 30.1 805150 41.5 944998 17.4 1076822 14,0

{ October 587689 32.2° 821302 4o.0 951457 15.8 1076538 13.%

i November 606928 34.7 833322 36.9 958904 15,1 1074458 2.1

' December 626175 33.6 863589 37.9 966195 11.% 1076309 11.4

Source:

lLabour Placement Office







CHAPTER V

'ONETARY TRENDS

High rates of growth in reserve moneyv and in the banknote issue
in the first four months of 1987 indicate the difficulty lfaced by
the authorities in keeping monetary expansior within limits
which are consistent with lower rates of inflation.

The trend of decelerating inflaticn in 1838 did not continue
into the first months of 1987, as had been expected. As a result
of this, there was a decline in real deposit interest rates which
mayv be viewed as the major cause of the slowsr growth of bank de-
nosgits during the first four months of the vear.

Total credit stock increased at a slower rate in the Tirst
four months of the vear as compared with the »revious vear;the
increase was mainly accounted for by the increzse in deposit
banks' credits,

The Central Bank's credit extension t¢ -hs public sector con-
tinued to be mainly through advances to the Treasury, which remains
seriously short of funds. There was nonethelcoss a slight improvement
in the share of the private sector in total Central Bank credits.

]
3

_ In summary, the monetary trends of the Zirst four months of
The vear underline the difficulty in controlling monetary expansion
in the economy, which is likely to continue inte the remaining months

of 1987, implying re-acceleration of the inflztion rate during the
vear,

MAIN MONETARY INDICATORS

Percertaae Change !
January/April January/April

1986+ 1987 ;
Reserve Money 3.1 13.5
Banknotes [ssued 11.3 18.6
Currency in Circulation 10.9 22.8
Quasi Money _ 13.8 6.1
M1 Money Supply 7.5 7.0
M2 Money Supply 11.4 6.5
Total Credits: 25.1 18.8
Deposit Banks 25.9 1.5
Investment and Development Banks 20.0 7.4
Central Bank(Direct Credits) 11.5 23.1
Bank Deposits 15.7 8.3
Saving Deposits 13.6 7.5
Wholesale Prices Index 9.1 16.2

“As of end of Apr.
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1) Reserve Money and Money Supply

The higher rates of increase in reserve money and in the bank-
note issue in the first four months of 1987 in comparison with the
corresponding period of last year can be interpreted as an indication
of the difficulty which the authorities have been experiencing
in keeping monetary expansion within limits which are consistent
with lower rates of inflation.

The note issue, which had shown a 11.3 percent rise in the
first four months of 1986, increased by 18.6 percent in the corres-

ponding period of this year, with the result that it totalled TL
2,263.1 billion at the end of April 1987. '

Currency in circulation on the other hand, increased at a

phigher rate, by 22.8 percent in the first four months, as banks
chose to reduce their reserves.

In so far as reserve monev, is concerned a critically important
variable 1n the new approach by the monetarv authorities 1o monetary
control 1s that there was a marked increase in this variable in
the first four months of this vear in comparison with the corres—
ponding period of 1986. As against the 3.1 percent increase last
vear, in the first four months of 1987, the volume of reserve money
increased at a much higher rate by 13.5 percent. Despite the fact
that net domestic assets declined in the first four months by TL
383 billion, this was more than offset by & decline in net foreign

assets of TL 817.7 billion, bringing about a net increase of TL
434.7 billion in reserve money. '

RESERVE MONEY

(Billion TL.)

| May 1957% December 1986
Net Domestic Assets 5,210.4 5,593.4
Net Foreign Assets -1,186.4 -2,004 .1

| Reserve Morey 4. 0240 3,589.3

1

* as of May 15

As against a more rapid increase in currency in circulation,
there were much smaller increases in the other components of the
money supply in the first four months of this vear as compared
with the same period of 1986. As a result, the money stock as
measured bv M1 (currency in circulation + savings sight and comercial
sight deposits) grew by 7 percent in the first four months of 1987
as against 7.5 percent in the same period of 1986,

There was, on the other hand, a more marked deceleration in
the growth of the M2 money stock (Ml+time deposits, inclusive of

certificates of deposit). This was mainly due to the considerably
decline in the rate of growth of savings time and commercial time
deposits with the banks. Savings time deposits grew by only 6.1 percent
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in the first four months of 1987, as compared with 13.8 percent the
previous vear. As against the 27.4 percent increase in commercial
time deposits in the first four months of 1986, this category of
deposits showed no increase in the corresponding period of this vear.
As a result, the M2 money supply grew by 6.3 percent in the first
four months of 1987 as compared with a 11.4 percent rise in the
previous year.

RESERVE MONEY
(Billion TL)

Annual
1985 1986 1987 Percentage Change
1986 1987
Jan. 2027.80 2929.80 3731.2 44 .48 27.3
Feb. 2219.90 3014.50 3763.8 35.79 24.8
Mar. 2279.10 2849.90 3742.5 25.04 31.3
Apr. 2355.70 2898.90 3853.¢2 23.06 32.9 |
DETERMINATION OF MONEY SUPPLY
Bitlion TL Percentage Change
April Decémber January-April
1987 1986 1986 1987
Banknotes |ssued 2,263.1 1,907.7 11.3 18.6
- Bank Vaults
Currency in
Circulation 1,947.6 1,585.8 10.9 22.8
+ Sight Deposits 2,719.6 2,776.C 5.3 - 2.0
M1 Money Supply 4,667.2 L, 361.8 7.5 7.0
+ Time Deposits 6,249.8 5,890.4 13.8 6.1
M2 Money Supply 10,917.0 10,252.2 11.4 6.5

*As of end of April

As reserve money increased more rapidly than the money supply,
the "Ml/reserve monev'" ratio declined from 1.21 in December 1986 to
1.14 in April 1987, and the "MZ2/reserve monev" ratio fell from'2.85
to 2.68

MONEY MULTIPLIER

1386
April 1987 December April
M1/Reserve Money T.14 1.21 1.03
M2/Reserve Money 2.68 2.35 2.85
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Percentage Change
April - January
1986 1987
Reserve Money 3.1 13.5
Banknotes Issued 11.3 18.6
Currency in Circulation 10.9 22.8
Sight Deposits 5.3 - 2.0
M1 Money Supply ' 7.5 7.0
Quasi Money* 13.8 6.1
' M2 Money Supply 1.4 6.5
% Time deposits inclusive of {DS.
MONEY SUPPLY (M2)
(Billion TL)
Annual
1985 1986 1987 Pzrzentage Change
1886 1987
Jan. 4934 .5 7417.7 10248.9 50.32 38.1
Feb. 5177.6 7851.6 10430.6 L£7.78 36.3
Mar. 5389.4 8000.6 10675.1 LE .45 33.4
Epr. 5583.0 8230.7 10892.1 47.28 32.3

Provisional figures

21 Bank Deposits

Current policy i1involves adjustment of the nominal inte-
rest rates paid on various deposit categories in parallel
with developments in the inflation rate. Accordingly, with the
expectation that ,the trend of decelerating price increases observed
in 1986 would continue also into 1987, as from February 6, 1987
interest rates were again lowered for one vear time debosits ana
for six months' deposits. The resultant (current) rates are 43 per-
cent for one yvear, 38 percent for six months’, 35 percent for three
months , and 28 percent for one months’ deposits. Interest rates on
sight deposits had been increased from 5 percent to 11.67 percent
in May 1986.

The trend of decelerating inflation did not, however, continue
into 1987 as had been expected. As a result, there occurred a decline
in'real deposit interest rates which may be viewed as the major cause

og ;gg slower growth of bank deposits during the first four months
O T

Total bank degosits recorded an 8.3 percent increase in the first
four months of 1987, little more than half the 15.7 percent increase

in the same period of 1986. This was mainly due to the gluggish rise
in savings deposits, which increased by only 7.5 percent, as against

13.6 percent and to the absolute decline i : .
around 8.7 percent. in commercial deposits by
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The biggest increase was in public deposits, which increased
by 35 percent in the first four menths, with the result that their
share in total deposits increased from 15 percent at the end of
1986 to 19.7 percent at the end of April 1987.

The share in total savings deposits of savings time deposits
declined slightly, from 86.7 percent at the end of 1986 to 85.6

percent.
BANK DEPOSITS

Billion TL. Percehtage Change
April December January-April
1937% 1986 1986 1987
A)Savings Deposits 7,295.2 6,786.4 13.6 7.5
Sight 1,045.4 896.0 12.2 16.7
Time 6,249.8 £,89C.4 13.8 6.1
B)Commercial Deposits 2,222.8 2,433.6 7.3 - 8.7
Sight 1,656.3 1,867.1 2.1 -11.3
‘ Time 566.5 566 .5 27.4 0.0
C)Public Deposits 2,344 9 1,736.8 37.4 35.0
Total Bank Deposits 11,862.3  10,956.8 15.7 8.3 !

*As of end of Apriil

The public sector deposit banks were relatively more successful
in fund collections in the first four months of 1987, as a result,
they increased their share of total deposits from 48 .6 percent at
the end of 1986 to 50.1 percent at the expense of the private sector
deposit banks.

Foreign banks were able to maintain their market share at
around 1.7 percent

BANK DEPOSITS
(Billion TL)

Annual
1885 1986 1987 Percentage Change
1986 1987
Jan. 4902.0 7569.9 105244 54.42 39.0
Feb. £986.4 7796.1 10638.4 56.35 36.4
Mar. 5392.5 8235.7 10995.8 52.73 33.5
Apr. 5529.8 8444 .9 11209.2 52.72 32.7 |
DISTRIBUTION OF DEPOSITS
BY BANKS (&)
April 19877 1550
Public Deposit Banks 50.1 8.6 ;
Private Deposit Banks 48.3 L9, 7 f
Foreign Deposit Banks 1.6 L7
Total 100.0 10C.0

*Ag of 24 April
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3) Credit Developments

Total Credit Stock

Total credits, consisting of total bank credits and Central
Bank direct credits, increased at a slower raie in the first four
months of 1987, as compared with the corresponding period of the
last vear. The rate of increase in total credits was 18.0 percent
in the first four months of 1987 as against 23.1 percent.

Credit extended by dewosit banks and investment and development
banks increased at a slower rate than Central Sank direct credits.
Nonetheless, the increase in total credits was mainly accounted
for by increases in credits by the deposit banks.

CREDIT DEVELOPMENTS

BilTTion TL. rercentage Lhange
April December January-April
1987+ 1986 1986 1987
AlTotal Bank Credits 10,253.7 8,691.2 25.1 18.0
a) Deposit Banks 9,180.6 7,683.2 25.9 19.5
b) Investment and
Development Banks 1,073.3 1,008.1 20.0 6.4
BiCentral Bank Direct
Credits 1,359.9 1,130.2 11.5 20.3
! Total Credits 11,613.6 9,821.4 18.2 23.1
I

“As of 24 Apri)

There was also an increase in the total credit stock in real
terms.

Deposit Banks'® Credits

Credits by deposit banks increased by TL 1,497.4 billion, or
by 19.5 percent in the first four months of 1987, thereby accounting

for 83.5 percent of the increase in the total credit stock of the
economy in the same period.

As for the distribution of net bank credits amongst the various
sectors: commercial credits continued to take the highest share
(around 72 percent of the total) followed by agricultural credits

(17 percent), industrial credits (5.7 percent). and small traders®
and artisans' credits (4,9 percent).
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DISTRIBUTION OF BANK CREDITS (NET)

Billion TL. Percentage Change

April December January-April
1987 1986 1986 1987
Commercial 7,135.5 6,018.3 24 .6 18.6
Agricultural 1,604.5 1,279.% 32.% 27.0
Industrial 563.0 519.8 21.1 8.3
Small Traders 478.4 385.5 21.4 251
Total 9,801.4 8,203.0 25.5 19.5

#ps of End of April

Central Bank Credits

Central Bank direct credits increased by 20.3 percent and
total credits bv 24.2 percent during the first four and a half
months in 1987. The TL 391 billion increase in Central Bank total
credits was accounted for by a TL 218.5 billion increase in credits
extended to the public sector and a TL 172.5 billion increase 1in
private sector credits.

The Central Bank's credit extension to the public sector
continued to be mainly through "Advances to the Treasury', which
still remains seriously short of funds. In fact, the balance sheet
of the Central Bank as of May 15, 1987 shows that -around 87 percent
of the Central Bank's public sector credits, and 59 percent of
total Central Bank credits, are absorbed by Advances to the Treasury.
There was a slight increase in credits extended to State Economic

Enterprises in the same period.

The Central Bank's credit extension to the private sector inc-
reased at a higher rate (by 35.9 percent) than the increase 1in
public sector credits, with the result that the former's share in
total Central Bank credits improved slightly, from 30 percent at
the end of 1986 to 32.6 percent in mid-May 1987.

The Central Bank's credits to the private sector were made

mainly through the commercial banks followed by agricultural
credits.

CREDIT/DEPOS!IT RATIOS (%)

April December December
1987% 1986 1985
A1l Commercial Banks 81.7 73.9 59.3
Public Banks 86.8 79.4 67.2
7 Big Private Banks 70.3 61.6 55.6
Other Private Banks 171.2 1451 139.8
Foreign Banks 108.2 165.5 108 .4

#As of End of April
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TOTAL CENTRAL BANK CREDITS

Billion TL. % Change
May-danuary
May 1987 Dec.1986 1987
A)Public Sector 1,348.6 1,130.1 19.3
Advances to
Treasury 1,177.9 967.5 21.7
State Economic
Enterprise Borrowing 170.7 162.6 4.9
B)Private Sector 653.1 - 480.6 35.9
Commerciat Banks 569.8 414 .0 37.6
Agricultural 4.5 4o.0 36.2
Others 28.8 26.6 8.2
{Tota1 2,001.7 1,610.7 24,2

|
*As of May 15

DEPOSIT BANK CREDITS

{Biliion TL)

g Annual

: 1985 1986 1987* rercentage Change
‘ 1986 1987
- Jan. 2765.3 494¢ .5 8503.8 75.37 75.3
- Feb. 2748.6 4968.0 8558.1 8C.78 72.2
. Mar. 2806.1 5073.8 8632.0 g2.88 70.1
-~ Apr. 2992.3 5472.4 9180.5 85.03 67.7

*provisional figures

4} Inflation

Throughout the first Iive months of 1987, prices rose much
more rapidly than had been forecast. As will be seen from the
table below, in May, wholesale and retail prices rose by 4.8 and
4.9 percent, respectivelyv. What is more, over the first five months
of ihe vear, wholesale prices went up by no less than 17.8 percent
and consumer prices by 17.5 percent. On a Mav-on-Mav basis the
Wholesale Prices' Index showed an inflation rate of 41.1 percent,
whilst the Consumer Prices' Index went up by no less than 31.1
percent. ..

All the indicators show that the 1987 inflation rate will
considerable exceed the government's target for the vear of 20
percent; this has practically been reached in five months. In fact,
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to achieve the target, inflation would not have to exceed an ave-
rage of 0.27 percent per month, which is unrealistic or, in any
event, over-optimistic by far.

PRICE CHANGES

Changes 1n Wholesale Prices Changes in Consumer Prices
1987 Monthly  Annual  Cumulative Montly Annual Cumulative
January 3.6 23.5 3.6 2.% 30.3 2.9
|February 2.2 23.7 5.9 2.7 31.6 5.7
March 3.5 26.4 9.6 3.7 34.7 9.7
April 2.6 27.2 12.5 2.1 37.0 12.0
IMay 4.8 31.1 17.8 4.5 41.1 17.5

Source: State Institute of Statistics

INTERNAL TERMS OF TRADE INZICES

April March Annua’
1987 1986 1987 1986 1987 1986

P ——

lAgriculture/Industry

.6 100.0 100.8 102.8 101.0 103.4
{Consumer/Wholesale 5

88.2 85.5 89.¢6 101.4 97.6

Internal terms of trade continued to deteriorate against the
agriculture industry ratio which was 103.1 irn 198§ and 101.0 in
1987.

On the other hand, it will be seen That consumer prices are
increasing less fast than the wholesale vrices. So, the ratio
between them favour the former.

A close examination of the following table reveals that where-
as the general index of wholesale prices rose by 31.1 percent Mav-
on-May, sectoral changes varied considerably. The general pattern
of agricultural nrice changes is roughly similar to that of manu-
facturing but the same cannot be said of mining and energy. The
annual percentage rises were, in fact, 33.0 percent for agricul-
ture, 30.7 percent for manufacturing, 40.6 percent for mining, and
only 14.9 nercent for energy.
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In so far as consumer prices are concerned,
marked variations as between provinces.

price rises were recorded in Izmir (44.9 percent) and Eskisehir

The highest Mav-on-May

there were quite

(44.1 percent), whilst the lowest price rise were in the cities of
Both Istanbul and Ankara recorded
rises which were very close to the average for Turkev as a whole.

Kayvseri,

Antalva and Divarbakir.

SIS CONSUMER PRICES' INDEX

Percentage Change Cver 12 Months April 1986-April 1987
| Medical Cultur
! Heald and and
l ATT Food~ House Personal Transpor- Entertair-
! Items Stuffs Housing Furrishing Clothing  Care  fation ment
lAgean and Marmara 39.1 42 .5 21.4 43.4 41.1 63.9 26.4 46.3
IMediterranean 36.0 39.3 22.8 40.1 35.9 50.3 21.3 44.8
'Central Anatolia  35.9 35.3 21.2 45.4 41.7 62.0 21.5 48.8
‘Black Sea 38.5 43.5 22.6 40.8 37.9 62.2 14.5 48.2
East and Southest
Anatolia 35.3 37.8 17.4 40.3 41.0 6.4 25.3 46.3
TURKEY 37.0 31.5 21.0 42.5 38.9 6C.4 22.9 46.7
CONSUMER PRICES IN SELECTED PROVINCES
AND PERCENTAGE CHANGES
(1978-1979=100)
iProvinces 1987 1987 May Five Months Annuel (1) Annual(2) %
; May  April 1987 1886 1987 1986 1987 1986 1987 1986
i Adana 2182.1  2091.3 4.8 2.5 15.1  11.7 40.5 36.4 37.G 38.3
. Ankara 2364.5  2248.2 5.2 3.4 15.1 9.4 41.6 35.6 36.9 42.7
© Antalya 2156.8 2054.4 5.0 3.1 13,7 12.2 3£.8 33.7 34 .4 37.4
. Bursa 2205.2  2091.5 5.4 1.5 17.1 9.1 AL .3 3501 7.1 38.3
" Diyarbakir 2212.0 2118.3 4.4 2.6 13.0  13.C 3.2 41.1 38.2 41.1
© Erzurum 209¢.23  2020.0 3.9 1.3 17.3 8.2 £1.7 33.4 34.8 39.3
Eskisehir  2147.9  2040.8 5.2 2.1 15,1  11.1 44 .1 3.4 39.4 39.0
- Istanbul 2402.1  2275.7 5.6 2.2 17.7 8.2 £3.1 34.7 35.4 4G.4
lzmir 2220.5  2115.9 5.4 2.2 18.9 9.2 4z .9 34.3 3e.5 40.3
. Kayseri 2202.9 2118.5 4.0 2.4 15.4  10.C 33.3 35.5 31.7 40.2
Ordu 2131.1  2029.5 5.0 1.5 17.6 8.1 37.4 29.8 30.1 37.9
Samsun 2088.3 199¢.8 4.6 3.0 19.9 10.¢ 41.2 32.9 3401 38.5
Trebzon 2188.8  2068.3 5.8 1.8 19.6 7.9 £2.9 34.1 2.8 3.9
Zonculdak  2159.0  2060.0 4.8 2. 6.1 1i.Z 1.7 34.9 37.4 36.2
Turkey 2086.9  1966.3 4.9 1.9 17.5 8.8 41,1 32.0 34.3 38.5

(1) May on May comparisons
(2) Comparisons of twelve months averaqe
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Gold Prices

Although considerably higher than in 1986, gold prices over
the first four months of this vear were relatively stable. The
price of bullion was TL 11,125 per gramme in April as against TL
10.612 in January. In the first two months of the year, there was
a fall in prices of both bullion and the Cumhurivet gold coin,
whereas Resat gold coin prices increased during that period.

ISTANBUL FREE MARKET GOLD PRICES™*

3 April February February R?E;giéi;fﬂge February Rate of
| 1987 1987 1986 1986-1987 1987 Change
iBullion, 1 Gramme 11.125 10,468  6.733  55.5 10.468  -1.4
iCumhuriyet 74.925 72.625 44,675 62.6 72.625 -1.0
iResat - 96.500 96.625 48,000 101.3 96.625 1.7

Source: Central Bank of the Republic of Turkey
* Monthly average prices

LONDON MARKET GOLD PRICES*

{Dollars)
April February February Ra;gaizaghange January February Rate of
1987 1987 1986 19561087 1987 = 1986  Change
iGold, 1 ounce** 451.23 415.20 338.49 22.7 420.93  4%5.20 -1.4

Source: Central Bank of The Republic of Turkey
*  Monthly average prices
** 31,1041 gr.

5) The Canital iMarket

A new law (No0.3332) regulating the Capital Market and motivating
the offer of equities to the public was legislated on March 25, 1987,
and published on March 31, 1981 in the Official Gazette.

The increasing need for additional financial resources has led
the capital market to introduce new instruments.

Revenue sharing certificates indexed to foreign exchange are
one of the new financial instruments introduced to the economy in
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1987 and the first similarly indexed State Enterprise bills have
now also been issued Maturity of these latter is 3 years, with semi-
annual interest pavments in January and July.

Interest has been set at 8 percent pa for the dollar and 5 per-
cent for DM denominated bills. Both interest pavments and repayment
of the principal amount will be made in Turkish currency at the rate

of exchange of the day.

For the first four months of 1987, the total trading value of
securities rose by 150 percent, from TL 564.8 Dbillion in the same
period of 1986 to TL 1,413.9 billion. The trading volume of Treasury
Bills, Government Bonds and Revenue Sharing Certificates reached
TL 1,267.1 billion, which is equivalent 1o the 89.6 percent oi the
total transactions in the capital market during that period.

The rate of increase in transactions involving private sector
bonds and stocks is also worth mentioning here. Although their re-
lative share in the capital market was comparatively small in 1986,
these transactions increased by 110 percent January to April 1987,
to TL 49,687 billion from TL 23,627 billion over the same period of
1986. The issue of private sector bonds, which had a warm reception
from the market in the first quarter of 1987, might be evaluated as

the initial steps of the securitization process in the Turkish credit

market.

On the other hand, whilst the commercial banks continue toO
dominate vis-a-vis the other intermediary institutions in the capi-
tal market, in the first four months of 1987, their share of the
total trading volume of securities decreased slightly. It fell to
88.1 percent as against 90.2 percent in the same period of }986, and
the share of the intermediaries rose to 11.9 percent as against 1o
9.8 percent in the same period of 1986. '

SECURITY SALES OF INTERMEDIARIES AND BANKS
JANUARY-APRIL, 1987

e e  {Millien 11)
Ircasury  OLher Revenue Sharing

~remmrrz ——s e e

frivate Seclor Goveromenl

Shares

o e Bonds Bonds Bills Bills Cerlificates IOEﬁl
Intermediaries 1090 29343 2769 112068 22872 37 168181
Banks 2808 63445 239323 779130 27354 133718 1245778
Total 3899 92788 242093 891198 50226 133755 1413959

The amount of the securities sold during the first four months
of 1987 reached TL 1,413.¢ billion, shares accounted for 0.38 percent
of that volume, private equities for 6.6 percent, State Bonds for
17.12 npercent, Treasury Bonds for 63.0 percent, other equities for
3.6 percent and revenue sharing certificates for 9.46 percent.



SECURITY SALES OF THE INTERMEDIARIES ARD BANYS

{(Million TL)

Jan-April 1987 Jen-April 1986
Shares 3899 2304
- Intermediaries 1061 764
- Banks 2808 1540
Private Sector Bonds 82788 21323
- Intermediaries 29343 8785
- Banks 63445 12539
Government Bonds 242093 80935
- Intermediaries 2769 461
- Banks . : 239323 80474
Tresury Bills 891198 381171
- Intermediaries 112068 45323
- Banks 779130 335849
Other Bills 50226 3500
- Intermediaries 22872 -

- Banks 27354 3900
Revenue Sharing Certificates 133755 75200
- Intermediaries 37 -

- Banks 133718 75200
Grand Total 1413959 564833
- Intermediaries 168181 55332
- Banks 1245777 508501

Scurce: Capital Markei Board

In the first quarter of 1987, the Capital Market Board (CMB)
authorised 102 companies to issue securities valued at TL 194.56
billion. Last vear's corresponding figure was TL 65.96 billion, so
securitv issues almost tripled in a vear.

According to a statement by the Capital Market Board, issue autho-
ricsations granted during the first four months of 1987 included
TL 65.2 bililion worth of stock shares from 37 companies, TL 90
billion worth of equities from 59 companies, TL 20 billion worth of
bonds from an investment and development bank, and TL 12.3 billion
worth of financing bonds from five companies.

The number of members of Istanbul Stock Exchange (ISE) reached
57 in the first half of the 1987, from 47 in 1986. This increase could
create more competition between the members by the expansion in the
volume of the securities traded.

The transaction volume of the shares in the ISE reached TL
3,695 billion by Mayv 1987 and expected to reach around TL 5,000
billion by the end of June, compared with sector quoted bonds
amounted TL 5,627 billion, unquoted bonds to TL 23,908 billion
and commercial papers to TL G898 million making & total of TL 32,233
hillion to May,

The Government sector revenue sharing bonds amounted to TL
6,011 billion and Treasurv Bills and Government Bonds to TL 235,842
billion, a total of TL 241,853 billion in the ISLE by Mav 1987.

The composition of the TL 274,086 billion trading value of
securities consisted of 11.5 percent bonds, (0.25 percent commercial
papers, 2.189 percent Revenue Sharing Certificates, 86 percent Treasury
Bills and Government Bonds.

The prices’ index rose to 394,79, showing a rapid increase up
to Mayv 1987.



CHAPTER VI

ForereN Economic RELATIONS

Exports in May amounted to $§ 815.5 million, representing a
30.1 percent increase over last vear's 8 626.% million. Up b¥

2.4 percent over the $ 951.2 million of Mayv 1986,

imports regis-

tered 3 974.5 million in May this vear.

According to State Institute of Statistics (SIS) figures, ex-
ports in the first five months reached & 3,507.1 million, which is

+13.6 percent above the vear-earlier level of

Imports in the first five
which is 6.1 percent more than

As
to that
of this
$ 1,392

e

o

3

3.087.5

months totalle
iast vear's &

4 % 4,899.4 million,
1,618.6 million.

a result of the faster growth rarte o exports in comparison
of imports the foreign trade deficit of the first five months
year receded only 9.1 percent, from & 1,331.1 million to

.0 million.

Although this rate of improvement falis short of thar called

for in 1987

programme, Turkev will have no difficulty in meeting

its foreign debt servicing commitments and there will be no payvment

delays. Balance of pavments forecasts show clearly that there again
will be no currency shortages this vear, anvwayv,
1) Exports
As stated above, export performance in the first five months
of 1987 cannot be described as altogether unsatisfactory. The total
for the first five months showed an incvrease of 13.6 percent, as
against an increase of 1.7 percent in the same period of 1986.
EXPORTS
(January-May!}
-US § Million)
Mcnths 1982 1983 1984 1985 1586 1687
January 446.1 478.1 541.3 6@@.% 626.§ 62§.i
February 410.z2 L3238 60C.5 &sg.@ §2§ 3 6“?‘?
March 447 .3 L76.5 713.3 6£§.9 920 @ ZOE.l
April 4G2.1 £83.5 612.3 57..0 3§Z.j 7Gz.1
May 414.5 625.5 54G.5 6L .G 62¢.8 815.5
Total 2120.2 2267.0 3007.9 303:2.3 3087.5 3507.1
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PERCENTAGE CHANGE IN MONTHLY EXPORTS

Months 1982 1983 1984 1985 198¢& 1987
January 8.6 7.2 13.2 23.4 -6.2 5.1
February 33.8 -1.7 48.9 -17.5 2€.z -G.05
March 47.0 6.5 497 -13.5 1.E 12.7
April 27.2 26.2 26.6 -5.9 2.z 20.6 i
May 40.8 2.7 27.0 25,7 -8.% 3.1 i
Total 29.9 £.9 32.7 ¢.9 1.7 13.6

Although the figure for the first five months indicates a
considerable increase in exvorts, it 1. most probable that the
total increase foreseen for expnorts in the full vear 1987 will
not De realised. Indeed, it is likely that over the full twelve
months exnorts will not earn more than about S 8 billion, which
is almost the same as the total achieved in 19845,

Composition of Exports

In the first four months of this vear, agriculrural and live-
stock exports increased by 14.0 percent as compared with the first
four months ot 188G,

Overall, exports of industrial goods increased bv 8.3 percent
in the first four months of 1987. As a group, industrial products
-z

accounteq for 732.8 percent of total export earnings, as against 74.
percent in the same period of 1986.

Lxports ol the mining secrtor decreased during the first four
mpnths 0f this vear by 1.0 percent, from § 67.5 willion to & 66.8
million. '
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“FPOPTS

‘S § Million)

=y

1986 1987 :
Value Sharz'i) Value Share{%) Change(%}|
Agriculture and Livestock 365.6 2z .- £39.3 23.8 4.0
- Vagetable Crops 462 .4 1€.% 542.0  20.1 17.2
. Cotton 104 .4 L.z 12.1 C.4 -88.4
. Tobacco I5C.9 €.. 214.5 8.6 4z2.1
. Hazelnuts as .1 Iz 124.1 4.0 30.5
. Dried Grapes 2z2.7 .= 26.0 1.0 14.5
. ythers 89.3 3.c 165.3 6.1 B5.1
-Livestock and Animal Progucis 80.0 3.2 79.1 2.9 -1.1
- Aquatic Products 13.9 g.c 4.1 0.5 1.4
- Forestry Products 4.3 0.z 4.1 0.2 ~4.7
Mining and GQuarrying £7.3 2.7 66.6 2.5 -1.0
Manufacturing 1832.8 74.% 1985.8  73.8 8.3
- Agricultural Processec 213.7 8.7 238.3 8.9 11.5
Products
- Petroleum Products 56.1 2.3 21.0 0.8 -62.6
- Industirial Products 1562.0 63.%2 1726.5 64,1 10.5 =
. {enent 12.8 0.z 4.7 0.2 -63.3
. {hemicals 117.9 4.8 120.1 4.5 1.9
. Ruhber and Plastics 46.1 1.6 58.7 2.2 27.3
. Leather and Hides 89.0 3.t 224.3 8.3 152.0
. Forestry 20.8 0.8 8.2 0.3 -50.6
. Textiles 636.1 25.¢ B18.7 304.0 28.7
. Glass anc Ceramics 49.0 2.4 56.0 2.1 14.3
. Iron and Steel 315.0 12.¢& 242.2 9.0 -23.1
. Non-Ferrous Metals 48.3 2.0 39.9 1.5 -17.4
. Metallic Goods 29.6 1.2 21.0 0.8 -29.1
. Machinery 8l1.9 3.7 45.6 1.7 -50.4
. Electirical and Electrenics 4]1.3 1.7 19.5 0.7 -52.8
. Motor Vehicles 20.4 0.8 12.4 0.5 -35.2
. Others 44 .8 1.& h5.2 2.1 23.2
Total 2460.7 100.¢ 2e91.7 100.0 9.4

Geographical Distribution of Exports

The geographical distribution of exports changed in the first

four months of 1987. 3
percent in comparison to four months of 1986.

Exports to the COMECON countries alsc increased, by 6.8 percent.

On the other hand,

The OECD countries’

share increased by 40.7

exports to Middle Eastern and North African

countries fell by 3Z2.1 percent in the first four months of 1987.



- 154 -

GEOGRAPHICAL DISTRISBUTION OF EXPORTS
(JANUARY-APRIL)

(Us § Miild

'}

(]

15886 1987

P i

Yalue Share{%) Yalue Shara{%) Chance (%
QECD Countries - 1283.1 52.1 1804 .9 67.1 4C.7
- EEC Countries 1204 .8 40.8 13459 50.7 33,2
JW.Germany 451.4 18.3 625.5  23.721 38.2
.Belgium-tuxempcourg ol.1 2.5 96.7 3.5 58
.Denmark il.5 0.5 14.1 G.2 25.z
.France 30.2 3.3 124.7 1.9 53.2
.Netherianags 721 2.9 1.1 3.4 6.4
JAnited Kingaom 123.7 5.0 120.2 4.5 -2.3
.Ireland 1.6 0.1 3.4 a1 112.3
Jtaly 157.6 5.4 2342 8.7 48,3
JAresce 24.9 1.0 10.8 0.4 -55.9
.Spain 16.1 0.7 3.5 01 -25.5
.Portugal 4.7 0.2 Z21.4 0.8 32.3
- Other CECD Zounwrias 278.2 11.3 4580 17.1 S..
LUSA 147.5 6.0 2606.7 9.9 8C.7
.Japan 241 1.0 493 1.8 104.5
.Switzerland 39.1 1.6 2.4 1.9 34.3
JAustria 43.3 1.8 46.7 1.7 7.9
.Others 24.1 1.0 45.9 1.6 2.3
[slamic Countr:ss 1023.9 1.0 5494 .8 25.8 -32.1
;- Aiddle East loumtrizs  377.8 35.7 570.7 21.2 -35.3
i .Iran 25%9.5 12.2 109.3 ai -63.1
.irag 2730 1.1 227.3 3.3 ~-12.1
! .Saudi Arzpisz 4.4 4.6 48.3 3.7 -4,
| Kuwaiz 6.9 1.5 37.9 1.4 2.7
.Lebanon 8.7 2.4 1i.5 0.4 -30.7
.Syria i6.1 0.7 12.7 0.5 =211
.Jordan 2.4 1.3 23.5 .9 -27.2
JAbu Dhabi §.7 G.4 2.1 0.1 -78.4
| .Dubai 5.0 0.2 7.4 0.3 48.3
E .Bzhratn 0.9 0.0 0.6 0.0 -33.2
; Gawar 3.3 0.2 3.9 0.1 2.9
Jiman 1.2 0.0 .3 g.0 -75.5
H.lyprus 240 1.3 22.9 0.3 -4.5
Yemen Aral Ren. 1.4 0.0 0.5 0.0 -18.2
Democratic Yemen g1 0.9 i.5 0.1 14G0. o
- North African Countriss 140, 5.7 168.7 4.0 -22.4
.Libya 43,5 1.8 26.7 1.9 -38.3
.Egypt 35.9 1.5 38.7 1.4 3.5
Algerd 57.4 2.3 37.8 1.4 -34.}
Junisia 1.9 0.1 1.8 0.1 i2l.1
Aorecco 9.3 0.0 1.8 G.1 500.70
- Others 6.7 Gg.2 5.4 J.9 161.2
EasT Buropean Countrizs 9.1 4.4 105.9 3.9 A.43
i USSR 8.7 2.0 57.8 2.1 13.7
: .Others 55.4 2.0 48. 1 1.8 4.3
" Other Couniries 34.5 2.2 86 .0 3.2 57.3
P Toza 2860.7 100.0 2391.5 1CG.0 2,3
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2) Imports

Imports were valued at 3 4,899.41 million in the the firsc five
months of 1987, indicating that the vear‘s total envisaged in the
latest estimates will probably be attained. The rate of increase in
comparison with the first five months of 1986 was of &.1 percent.

The first months' figures showed a sharp decrease in imports,
but these were followed by marked increases in February, March April
and May.

. IMPORTS
% - (January-May:
; (US 5 Million’
Months 1932 19873 1984 1955 1986 1987

January 608.0  739.7  664.3  322.2 1,012, 860.7
February 667.5 745.9 694.5 585.3 857.8 999.0
March 584.8 859.56 G21.4 928.3 941 .8 981.3 |
April 759.6 665.2 924 .6 866.5 855.7 1,084.0
May 768.7 7114 876.8 914.8 951.2 974.5

| Total 3,488.6 3,725.8 3,981.6 4,217.1  4,618.6 4 399.4

PERCENTAGE CHANGE [N MONTHLY !MPORTS .

_Months 1982 1933 1984 1985 1986 19837

P January -22.3 21.7 -10.2 23.8 23.1 -14 .9

i February -20.9 12.3 - 7.4 - 1.3 25.2 16.5

{ March 1.1 25.5 - by 13.0 1.5 4.2

P April 16.4 -12.4 39.0 - 6.3 - 1.2 26.7

. May 1.2 - 7.5 23.2 4.3 4.0 2.4

| Total - 6.1 6.8 6.9 5.9 9.5 6.1

Composition of Imports

An analysis of imports by commodity categories, shows that in
1987 less emphasis was put on investment goods imports than in the
first four months of last year. These imports increased only by
3.9 percent in the first four months of 1987 and their share of
total imports decreased from 26.5 percent in 1985 to 25.7 percent
in the first four months of this year.
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CCMMODITY COMPOSITION OF IMPCRTS
JANUARY-APRIL

(US S Million)

1986 1987 i
Yalue  Share(%) Yalue  Share(%) Change (%)

. Agriculture and Livestock 175.8 4.8 205.8 5.3 18.6

i - Wheat g0.1 1.6 10.6 0.3 -82.42

- Rice 4.7 0.1 17.3 1.2 906.4

- Merinos 400l 21.3 0.6 19.9 0.5 -6.6

- Others 39.7 2.4 130.7 3.3 45.7

Mining ang duarrying 333.1 22.7 358.5 24.4 15.1

- Crude i 701.5 19.1 356.7 21.8 22.1

- Czal 00.5 l1.% 69.7 1.8 15.2

- Gthers 71,1 1.9 32.1 0.8 -54.9

Manutacturing 2658.4 72.5 2757.9 70.3 3.7

- Agriculiural Processed 176.8 4.8 180.1 4.6 1.9
Produc=s

. Soybzzn 01l 19.0 0.5 11.6 0.3 -38.9

. Faits ind Veg=stable (Qlls 46.5 1.3 17.9 0.5 -61.5

. Cigarettes 25.4 0.7 48.7 1.2 91.7

. Others 35.9 2.3 101.9 2.6 18.6

- Petroleum ProQucts 90 .4 2.5 48.8 1.2 -46.0

- Industrial Products 2391.2 65.2 252%.0 ©64.4 5.8

. Cement G.d 0.0 5.3 0.1 1225.0

. Chemicals 451.1 12.3 547.7 14.0 21.4

. Rupbar and Plastics 123.6 3.4 138.2 3.5 11.8

. Leatner and Hides 7.2 0.2 15.8 0.4 119.4

. Forestry z2.4 0.1 1.8 0.0 -25.10

. Textiles 57.9 1.6 34.2 1.4 -6.4

. Glass and Ceramics 51.8 0.9 35.8 0.9 i2.6

. Iren and Steel 347.1 9.5 422.4 10.8 21.7

. Non-Farrous Metals . 89.8 2.4 83.5 2.1 -7.0

. Metaillic Goods 14.7 0.4 14.4 0.4 -2.0

. Machinery 524.6 17.0 6e5.86 17.0 6.6

. Electrical and Electrenics 288.5 7.9 245.0 6.3 -13.7

. Motor Venhicles 194 .4 5.3 148.1 3.8 -23.8

; . Others 157.7 4.3 147.2 3.8 -5.7

ETotal Z667.3 100.0 3924.9 100.0 7.0

Ceographical Distribution of Imports

The geographical digstribution of imports also showed some
changes in the first four months of 1987 as compa?ed Wlth the
same period of 1986; imports from the OECD countries increased
by 4.5 percent, while imporzs from Middle Eastern and North Af-
rican countries increased DV 17.1 percent as well.
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IMPORTS

(US $ Million)

1 98¢ 1987
yalue Share(% Value Share (%) Change (o)
QECD Countries 2333.0 63.6 2441.2 6z.2 4.6
- EEC Countries 1435.0 39.1 1485.7 37.89 3.5
W.Germany 573.1 15.6 535.0 13.6 -6.6
. Belglum Luxembourg 9z.¢ 2.5 114.0 -2.9 22.7
. Denmark 12.5 G.3 11.8 C.3 -4 .8
. France 141.3 2.9 162.G 4.1 14.7
. Netherlands 76.5 2.1 9%.9 2.5 30.6
. United Kingdom 159.7 4.4 187.% 4.8 17.4
. Ireiand 3.7 g.1 4.4 G.1 18.8
. Italy 28G.0 7.6 296.7 7.6 6.0
. Greece 25.3 0.7 28.2 G.7 11.5
. Spain 61.8 1.7 41.0 1.0 -33.8
Portugal 8.1 0.2 - 5.1 G.1 -37.0
- Other QECD Countries 898.0 24.5 855.5 -26.3 6.4
. USA 399.¢ 1¢.9 343.6 2.8 14,1
. Japan 205.2 5.6 322.1 8.2 57.0
. Switrerland 75.4 2.1 8z.9 2.4 £3.2
. Ausiria 48.2 1.3 47.2 1.2 -2.1
Others 169.3 4.6 14¢.,7 3.8 -11.6
Islamlc Countries B829.¢6 22.6 971.8 24 .8 17.1
- Middle East Countries 650.4 17.7 096.2 -17.7 7.0
. Iran 105.0 2.9 anl.2 7.7 186.9
. Irag 335.9 G.2 30z.4 7.7 -10.0
. Saudi Arabia 98.3 2.7 2.9 1.1 -55.3
. Kuwzit 78.9 2.2 20.7 0.5 -73.8
. Lebanon 1.2 ¢.0 z.1 0.1 158.3
. Syria 14.2 0.4 2.8 0.1 -80.3
. Jordan 2.8 0.1 3.¢ Q.1 10.3
. Abu Dhabi 2.4 0.1 1.1 0.4 570.8
. Dubai G.0 0.0 G.C G.0 0.0
. Bahrain 8.4 0.2 0.4 ¢.0 -95.27
. Qatar 0.4 0.0 ¢.G ¢.C -100.0
. Oman G.C 0.0 G.C G.0 0.0
. N.Cyorus Z.8 0.1 z.4 0.1 -14.3
. Yemen Arab Rep. G.C 0.0 ¢.C ¢.0 0.0
Demgzratic Yemen 0.C 0.0 0.0 0.¢ 0.0
- Nurth African Countries 1481 4.0 225.1 5.8 54.7
. Libye 116.4 3.2 146.1 3.7 25.5
. Egypt 3.7 0.1 z.4 C.i -35.1
. Algeria g.a 0.0 4C.3 1.0 4377.8
. Tunisia 6.6 0.2 B.G .2 34.8
Morocco 20.5 0.6 31.4 .8 3.2
- Others 31.1 0.8 46.3 1.2 49 .4
tast European Countries 187.7 5.1 206.5 5.3 10.0
. USSR 48.3 1.3 53.7 1.4 11.2
. Others 139.4 3.8 152.8 3.9 9.6
Other Countries 317.2 B.6 305.6 7.8 -3.7
3667.5 10G.0 3924.9 100.0 7.0

Total
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3) Balance of Trade

The balance of trade for the first three months of 1987 showed
a smallier deficit than in the first quarter ol last.year as a reqﬂi
of the slow-down in imports and rise in EXDOTLs, Whl?h trend, how-
ever, changed in April. According to ?he flze months flgures gge
trade deficit receded by 9.1 percent in 1987 as compareg to 1986,
but was still 18 percent above that for Januarv-May 1985.

FOREIGN TRADE DEFICIT
(JANUARY-MAY)

(US $ Million)

Months 1982 1983 1884 1885 1986 1987
January 161.9 261.6 123.0 154.1 385.8 202.2
February 257.3 346.5 94.0 18¢.9 232.5 374.0
March 237.5 383.1 168.1 il.4 315.0 275.2
April 357.5 181.7 312.3 296.5 273 .4 381.9
May 354.2 285.9 336.3 225.5 324.4 158.0
i Total 1368.4 1458.8 873.7 1181.8 1531.1 1392.3

PERCENTAGE CHANGE IN FOREIGN TRADE DEFICIT

| Months 1983 1984 1385 1986 1967 .

I ]

| January 61.6 -53.0 25.3 156.4 -47.6 i

Fedbrusry . 34.7 -72.9 22,0 22.4 60.9

| March 61.3 -71.8  185. 1.2 -12.6

| Apri] -49.2 71.9 -3, -7.8 39.7
May -19.3 17.6  -2ig 81,1 -57.0

i Total 6.6 -33.3 21.4 29.6 - 9.1




( JANUARY ~MAY)




- 160 -

4y Invisibles

Workers® Remittances

Workers' remittances increased by 22.6 percent during the first
four menths cof 1987, to a total of $ 500 million.

WORKERS™ REMITTANCES

MONTHLY
S $ Miliion)

Months 1682 1883 1984 485 1986 1987
January 149.2 121.2 83.4 151.9 97.6 115.2
February 130.8 105.7 98.5 13¢.] 100.3 90.8
March 147.3 129.3 08.7 122.8 91.1 133.0
April 152.5 117.1 81.7 1221 118.7 161.0
Total 575.8 473.3 362.3 531.6 407.7 500.0

PERCENTAGE CHANGE IN MONTHLY REMITTZNZES

Months 1983 1984 1985 1985 1987
January -18.77 -31.19 82.13 -32.75 18.C
February  -19.19 6.8 36.14  -25.21 -9.5
March -12.22  -23.67  24.42  -25.8] 46.0
April -23.21  -30.23  50.67 -3.60 35.6

' Total -18.37  -23.45  46.81  -25.7 22.6
WORKERS' REMITTANCES
(CUMULATIVE)
{US § Million)

i f

;. Months 1982 1983 1984 1285 1986 1987

‘I

| January 145.2  121.2  83.4  15..9 97.6 1150

. February 280.0 226.9 181.9 285.0 197.9 206.0

March 427.3 356.2  280.6 4058 289.0  339.0
April 579.8 473.3  362.3 531.0 407.7  500.0
Total 575.8 473.3  362.3 531.8 407.7  500.0
PERCENTAGE CHANGE IN CUMULATIVE REMITTANCES
Months 1983 1984 1985 1386 1987
| January S18.77  -31.19  82.13  -35.75 18.0
. February -18.9¢ -19.83 57.23 -3C.80 4.1
March -16.64  -21.22  45.65  -29.3 17.3
April -18.37  -23.45  46.8] -22.2 22 6
Total -18.37  -23.45  46.8] -22.2 22 4




- 161 -

Tourism Revenue and Expenditure

Tourism receipts in the first four months of the vear increased
by 13.1 pesrcent from $ 191 million to § 216 million. On the other
hand tourism expenditure for the same period receded bv 8.% percent
from $ 112 million to $ 102 million. As a result, net revenue from
tourism rose by 44 percent and reached $ 114 millilion for this vear
as compared to last vear's § 79 million.

5) Foreign Exchange Receipnts and Expenditure

In the first quarter of the vear, total foreign exchange revenue
reached § 3.121 million. As compared to the same pericd of 1986 =z
$ 122 million increase was registered, ‘2 rise of 4.1 percent.

Of this total amount, exports, tourism and workers' remittances
accounted for $ 2,200 million, S 135 million, and § 235 million
respectivelr,

Expenditure in the first quarter, declined from § 3,708 million
to § 3,574 million. Imports of 8 2,681 million, tourism outgo of
$ 72 million and interest pavments of $ 507 million accounted for
91 percent of total foreign exchange expenditure in January, February,
and March.

FOREIGN EXCHARGE RECEIPTS AND EXPENDITURE
JANUARY-MARCH

(Us $ Millicn:

1986 1987

Revenue 2095 3121
- Exports 1856 2002
- Tourism 118 135
- HWorkers' 276 339

Remittances

- Other 6d¢ 845
Expenditure 3708 2574
- Imports 2767 2681
i - Tourism 76 72
- Interest Payments 585 507
.- Other 31C 314
- Current Account De”:zit 709 453

The current account deficit fell by & 256 million as 4 Tesglt
of & & 122 million rise in foreicn exchange receipts and a § 135
million dron in expenditure.

G kHalance of Pavments

Comparing the first four months, Turkev's balance of pavments
<howed some improvement this yvear over 1986, The current account

deficit was down to 3 586 million from $ 794 million in 108G.



BALANCE OF PAYMERTS *
JANUARY-APRIL

(US $ Million)

1986 1987 Change(%)
Current Account
- Exports (FOB) 2557 2708 6.1
- Imperts (FOB) 3586 3727 3.8
. Trade Balance -1037 -1019 1.7
- Other Goods and Services,
and Income:Credit 10C¢E 1019 1.3
. Travel 181 z16 13.1
. Other 815 803 1.5
- Other Gocds and Services,
and Income: Debit -122: -1203 -1.5
. Travel -11z -102 -8.9
. Interest Payments -703 -665 ~-5.4
. Other -40¢ -436 7.4
Total -125z2 -1203 -3.9
- Private Unrequited
Transfers:Credit 40c 513 2¢.4
. Migrant Transfers L 0 ¢.0
. Workers' Remittances 3Ge 484 22.5
. Other 1é 29 107.1
- Private Unrequited
Transfers:Debit _L -6 50.0
- Official Unreguitec Transfers 5c 110 96.4
. Workers* Remittances 1t 16 0.0
. Other 4 94 135.0
surrent Account Balance ~794 -586 -26.2
Capital. Excluding Reserves 1125 562 -50.0
- Direct Investment 5¢ 69 32.7
- Portfolio Investment C -16 -
- Other Long-Term Capital
Movements 257 205 -20.2
. Drawings 856 §35 9.2
. Dresdner 71 146 105.6
. Repayments -67C -876 30.7
- Other Short-Term
Capital Movements 81c 304 -02.7
. Assets 363 -187 -38.3
. Liakilities 51z 49] 4.3
Net Errers and Omissicns -23¢ 162 ~-32.2
Exceptional Financing C 0 8.0
Counterpart Items 7 68 g71.4
Overall Balance Gc 206 108.1
Tctal Change in Reserveas -84 -206 108.1
- IMF -& ~153 1812.5
- Dfficial Reserves -91] -53 -41.8

* Provisional
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According to Central Bank data, the fall in the January-
April current account deficit was largely due to the decrease
in the foreign trade deficit and interest pavments, coupled with
an increase in workers' remittances.

The foreign trade deficit this wvear fell tc $§ 1,019 million
from $ 1 037 million in 1986. FOB imports dropped by 3.8 percent
principally because of the 4.0 percent decrease in imports of
consumer goods. Meanwhile, imports of capital goods increased by
3.9 percent.

Tourism revenue over the first four months increased from
$ 191 million in 1986 to § 216 million this vear while tourism expen-
diture decreased from $ 112 million to § 102 million. At the same
time, workers’ remittances increased from $ 408 million to $ 500
million. '

Interest pavyments on foreign loans dropped from $ 702 million
to $§ 665 million in the corresponding four month periods, whilst
long-term principal repavments rose from $ 670 million to $§ 876
million.

During the same term, & 935 million of medium-and long-term
credits were secured as against $ 856 with last vear. This vear's
net short-term credit use, on the other hand, reachec & 304 million,
which compares with $ 816 million in 1986,

Short-term foreign obligations fell from § 513 million last
vear to $§ 491 million this vear.

7) Changes in the External Value of the Lira

Dailyv exchange rate adjustments continued to be made in 1987.
The half-vearly devaluation rate against the US dollar was 12.49 percent
and the devaluation rate against the Deutsche Mark was 1¢.96 percent
during the same period. ‘



HALF YEARLY FOREIGK EXCHANGE ECYING RATES
END CF MONTH
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Turkish Liras

: Deutsche French Swiss  Belgium  Austria
Years/Months  US Dollar Sterling Mark Franc Zrane  Franc Schillind
1884 Jan. 309.30 434,57  109.90 35.%2 137.86 5.38 15.58 |
Feb. 308.75 46C.81 118.85 3€.£8 143.0] 5.80 16.83
Mar. 320.60 461.41 123.80 4C .15 145,01 6.05 17.60
Apr. 337.75 473.86 125.20 .3z 131.83  6.15 17.80
May. 355.20 491.24 130.10 Lz.34 157.48 £.38 18.51
Jun. 368.10 494 .23 131.70 Lz.8C 137.31 E.47 18.78
o) +
Eﬁgﬁgg“?ge 31.46 23,13 29.43  25.02 22.93 27.1l 50.15
Half Year ‘
1985 Jan. 451,20 509.623 142.70 46 .68 1oB.67 7.13 20.27
Feb. 480.90 525.14 144,85 47 .43 1569.93 7.23 20.6¢E
Mar. 488 .65 605,83 158.65 51.96 187.94 7.90 22.6c
Apr. 508.30 £32.93 164,10 £2.94%  185.50 E.15 23.42
May . 527.30 670.20  17G.60 5E.05 232.34  E.46 24.30
Jun. 534.05 £92.02 174.30 57.3% Z2B.98  8.68 24 .85
Percentage - - - 22 S, -
Change in 20.20 34.56 23.57 2L .23 z2.62 22.43 23.45
Half Year
1986 Jan. 581.85 815.17 243.60 7¢.38 Z288.30 11.92 34.76
Feb. 589.50 875.70  262.35 £.34 zil.28 1z.83 37.43
Mar. 658.25 973.88  283.05 91.9% 338.26 13.81 40.51
Apr. 651.65 10608.41 299,685 94.20 338.64 16.73 47 .68
May. 678.05 1613.68  295.25 9Z.7c 356.5% 14.4€ 42.19
Jun. £75.35 1025.72 304.55 9z.c7 :71.H8 14,42 43.43
Percentage 17.66 24,10  30.62  28.68 34.26 26.27 31.21
Change 1n
Half Yeszr
1987 Jan. 753.85 1146.68  411.60 123.96 45(G.18 19.90 56.25
Feb. 783.00 1174.87  418.30  125.7C 496.97 20.20 59.42
Mar. 776.00 1248,98  430.05 128.17 515.61 20.76 61.15
Apr. 795,15 2314.78 441 .85 132.55 537.81 21.31 62.91
May. 823.00 1332.94 A2 .47 135.62 H47.79 Z1.81 64.77
; Jurn. 850.30 1362.44  465.40 139.45 560.51 22.45 66.22
I Percentage
Cnange 1In
¢ Half Year 12.489 22.82 19.96 19.03 20.64 20.37 20.00

&3 Foreigen Capitual

Investment

In the Januarv-iorceh period alone, the State

zation (SPO)

If the first-quarrer trend continues for the remainder of the

vear, the total amount of foreign capital licensed will exceed the
$ 500 million mark for 12 months for the first time.

auvthiorizec the entry into Turkeyv of
worth of foreign capital aimed at financing 13532 investment projects.

Planning Organi-
$ 143.7 million
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However, it is worth noting that $ 43.8 million of the foreign
capital licensed in the three-month period was for portfolio invest-
ments. In other words, foreign investors are increasing their shares
in ex1st1ng-investments. Besides that, the Japanese have been autho-
rized to bring into Turkey $§ 36.2 million to finance cone single
project. Therefore. when these investments (portfolic investments
and the single Japanese investment ) are deducted, the amount of
foreign capital licensed in the first guarter is less than § 63
million, a very small amount for a three-month period.

Together with the $ 143.7 million_licensed in the January -
March periocd, the total foreign capital invested in Turkev has
reached $ 1.94 Lillion. |

Foreign capital investment licenses to be issued in the full year
1987 are expected to reach half a billion dollars. SPO officials say
that they are particularly hopeful about the prospects of invest-
ments in the field of energy.

BREAKDOWN BY COUNTRY OF ORIGIN FOREIGN CAPITAL INVESTMERTS
LICENSED UNDER LAW NC.6224 AND DECREE NO.86/10353
JANUARY -MARCH

{(US § Million)

. Number of  Foreign Share in Foreign
Countries Licenses Capital Capital (%}
Austria 2 0.11 ¢.08
Belgium 4 0.132 €.09
Canada 1 0.05 .03
Denmark i 0.00 £.o0
Finland 2 0.14 ¢.10
France 4 G.2¢ .15
Greece 1 ¢.05 0.03
Global Bodies 5 11.38 7.92
Hong Kong 1 0.06 0.04
IDB 2 0.16 G.11
IFC 3 0.07 ¢.05
iraq A 0.10 c.07
iran 30 2.15 1.50
[taly 1 5.88 &.09
Japan 2 38,59 26.85
Jordan 3 0.17 ¢.12
Lebanon 1 6.00 .04
Libya 2 0.4b £.3¢
Netherlancs 10 4 28 ¢.98
N.Cyprus 1 0.05 .02

[ Norway 2 0.29 ¢.20
Spain 1 1.3% G.G7
Sweden ! 0.00 .00
Switzerland 15 49,12 34.18
Syria 4 G.24 ¢.17
W.Germany 24 4.17 2.90
UAE 1 0.05 0.03
UK 14 10.51 7.31

11 7.82 5.44

%USA
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SECTORAL DISTRIBUTION OF FOREIGN CAPITAL INVESTMENTS
LICENCED UNDER LAW NO.6224 and DECREE NC.86/10353
JANUARY -MARCH

(US § Million)

Number of  Foreign Share in Foreign

Sectors Licences  Capital Capital (%)
"Agriculture 7 (.64 .44
Mining 2 1.00 ¢.69
Manufacturing 51 ge.71 62.41
- Electrical-Electronics 8 7.93 5.2
- Machinery o1 (.08 0.05
- Textiles 5 z.40 1.67
- Chemicals 8 A5 .32 31.53
- Glass 4 .18 0.12
- Motor Vehicles 3 15.07 10.48
- Food and Beverages 5 Z.45 1.70
- Metallic Goods 5 12.60 8.76
r - Plastics 2 G.00 0.00
-~ Rubber Products 2 G.00 0.00
- Baked Ciay and Ceramics 2 .18 0.12
- Autm.Related Ind. 2 C.15 0.10
- Other 4 .30 2.29
Services a2 52.38 36.44
- Trade 56 .21 2.93
- Tourism 10 38.23 26.60
- Banking 3 4.00 0.03
- Air Transpcrtation 1 .30 1.60
- Other _ 22 .52 15.11
Total 152 142.73 160.00

9) External Debts

In the first five months, $ 1,050 million of principal, $ 800
million of interest and $ 200 million inpavments to the IMF totalled
to $ 2,050 million in foreign debt servicing. A total of 3 958 million
is programmed to payment ins the sixth & seventh months of the year.
In the first quarter of the vear new credits were secured in a total
of $ 1,370 million.

FOREIGN DEBTS PAYMENT IN 1987
(US = Million)

Principal interest bLMLUF. Total
L 087

1987 Programme 2750 2000 337 ‘%wAKS
Payments First 5 Months 1050 800 200 2053
Payments in June 222 176 - 32
Payments in July 390 : 170 - 560




CaLENDAR OF ['ain Economic PoLicy EASURES
1986/1587

1986

January 11 The Decree concerning the competitiveness
of Turkish contractor firms who par-
ticipate in foreign bids is published;
it enables the Central Bank to buy
bills offered by foreign states.

January 18 The fourth article of the Communique
relating to the interest conditions
of bonds issued by private share com-
panies is changed.

January 19 The Decree regulating exempticn from
tax on imported pharmaceuticals and
pharmaceutical raw material is

published.

February 22 Some changes are made in the list of
imports subject to an additional
levy.

Some new items are added to the list
some tariff rates adjusted.

March 1 Interest rates are realigned:
Deposit Rates Annual %
a)Sight Saving Deposits ‘ 5
b)Time Deposits
- Monthly 35

- 1 to 3 months(including
certificate of deposit) 44
- 3 to 6 months(including
certificate of deposit) 48
- 6 to 12 months{including
certificate of deposit) 55
c)Quarterly interest rates on
savings deposits(excluding
certificates of deposit?
are Tixed at
- At 6 months 43 pa
- At 1 vear 46 pa
dilnter-bank Deposits Unrestricted
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March

March

March

March

April

April

April

April

April

Max

May

15

27

29

14

19

30

14

31

A premium equivalent to 7 dollars per
head to be paic on all sheep exports.

The banks are autherised to set their
foreign exchange rates only within 1
percent below or above the daily rates
announced by the Central Bank.

The percentage of their foreign ex-
change inflow from exports and invisible
transactions which the commerciail banks
are required tc transfer to the Central
Bank is reduced from 20 percent to 15
percent.

A number of adiustments and additions
are made to the 1986 Import Regulations
and Lists.

The list of cormedities which are to
be exported te the USSR up to the end
of 1986 in respsct of credit repaviments
and interest is published.

As of April 4, exports of cotton varns
containing 530 percent or more pure
cotton are subjiscted to =z premium for
the benefit of the Price Support Sta-
bilization Func at the rate of the
equivalent of I US cent per kg.

A new Export Incentives Circular 1is
published; Art 30 of the original
Circular is cancelled.

The Turkey - USSE Economic Co-cperation
Agreement of Februarvy 14 comes into
force.

The rate of tax on banking and insurance
operations is fixed at 3 percent.

In cases where immorts are purchased
on a FOB basis znd are carried in
foreign vessels., the commercial banks
may provide foreicen exchange to cover
freight charges.

Price Support Siabilization Fund premiums
on lentil, wheat, flour, maize and
chickpea exports are abolished.

The Construction Fund levy charged on
0il and o0il products transported across

Turkey to third countries is reduced
from 10 to 3 US deollars as of July 1,

1986.
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June

June

June

July

Julwy

Lo

=1

20

14

Changes are made in Law No.2983 For

The Encouragement of Savings and

Public Investments

- A further Article is added to the
Capital Markets Law.

- Some amendments are made To the
Banking Law

- The Law Governing the Central Bank
is amended

- Parliament approves the privatisation
of the State Economic Enterprises.

Some changes and additions are made
in the list of imports subject to a
Fund premium.

The law amending the VAT Law (XNo.2065;
is published. Bv virtue of this. ex-
porters will not pav VAT on 1the
commodities which theyv purchase from
tocal producers. However thev will
declare the relevant VAT amounts 1in
their returns and 1if the commodities
in question are exported within three
months this tax obligatior will he
cancelled.

The Monev & Credit Board published
Communique N¢.86.12 which brings
certain amendments to the regulations
governing credits which qualify for
the protection of the "Exchange Rate
Balancing Fund for Foreign Credits'.
The interest rateto be applied to such
credits which are used during the
second half of 1886 will be the same
as for the first half - 31 percent:
the maximum charge by intermediae
banks is fixed at 4 percent.

Supplementary decisions tco the Tuport
Regime are npublished. Thosd whe in.-
port in accordance with the R ime
must pav an additional amount = a
guarantee. thig is fixed at o percent
of the Lira counter-value ol the
foreign exchange they have requested.
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July

July

July

August

August

August

August

August

September

September

17

18

30

12

29

11

The General Communique Concerning The
Defence Industry Support Fund 1is
published. This is mainly devoted

to the application and procedures
concerning the Fund in relation to
Income and Corporation Tax pavers.

General Communique No.23 concerning
VAT is published The Communique
explains the application of VAT

and also its application to exporis;
numerous explanatory examples are
given.

Communique No.1l7 re-aligning deposit
interest rates 1& published. Hence-
forth, the banks are free to set their
own interest rates for sight deposits
within a maximum of one-third of the
rate which is applicable to time de-
posits at one month.

The interest rates which will be
applied to compulsory deposits for
foreign currency accounts in the
Central Bank are published.

A Communique on deposit interest rates
and that (No: 86:3) of the Money Cre-
dit Board are published.

The Under-Secretary for Treasury and
Foreign Trade published new export
regulations

Decision concerning the changes in
the decree determining the Dbasic
foodstuffs included in the VAT frame
work is published.

Decision concerning the production
sale and import of tobacco and tobacco
products the tobacco Fund and the
nurpose of this Fund is published

Supplementary regulations tc the im-
port regime are published.

Decision postponing the decrease in
custom duties and charges on imported
products which is called for in the
Additional Protocol to the Ankara-EEC
Agreement, is published.
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September 17 . List of the SPO's Incentive Certi-
' ficates is published.

September 27 With the Money and Credit Board’s
Communigue No: 86/4, Support and
Price Stabilization Fund premiums,
which are equal to 1 US $/tonne, are
abolished on exports of Aegean and
Cukurova type cotton.

October Communigue No:7 of the Central Bank
regarding the banks' minimum
liquidity levels is published.

October 4 Communique No.86/16 of the Money &
Credit Board is published; this lays
down that 4 percent per month interest
must be paid on farmers' debts for
seeds which are not paid by 1 Novem-
ber 1986. v

October 9 The following are published:
Decision on insured deposits and on
Savings Deposits Insurance Fund
premiums;
Decision No.86/11085 and Communique
No.8 on the Resources Utilization
Support Fund
Supplementary Decision No.85/10193
regarding the Import Regime;

A revised list of equipment and spare
parts for which repairs and servicing
must be guaranteed;

Communique No,86/17 of the Money and
‘Credit Board; the premium to be
collected for the Price Support Sta-
bilization Fund is fixed at 2 percent:
Communique No.86/18 of the Money &
Credit Board, which brings amendments
as regards Price Support Stabilization
Fund payments in respect of cotton
and tobacco.

October 10 Communique amending and adding to
the regulations governing the Savings
Deposits Insurance Fund is published.

October 13 . Regulations concerning leaf tobacco
production, sales and purchases are
published.
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October

October

Qctober

November

November

Novembher

21

11

Decree No.86/11125 amending the pro-
visions of Decree No.20 Concerning
The Protection of the Value of Turkish
Currency is published;this permits
banks and other authorised institu-
tions to return foreign currency to
persons residing abroad provided
alwavs that the amount thereof does
not exceed that which are person
concerned has officially scld in
Turkeyv.

A memorandum relating to foreign
trade issues is published.

Council of Ministers' Decree No.86/
11130 is published.

Tiiis decree is related 1o limits of
bonds to bhe issued! by fdoint stock

companies other than denosit banks.

It 1s agreed that The International
Finance Corporation mayv establish

an office in Istanbul. A Communigue

A Comminigque on interests rates
abpllicable to foreign currency account
deposits which must he made with the
Central Bank is published.

An additional Article to the Import
Hegime is published. So, toc, is an
Announcement to the effect that ag-
ricultural chemicals and technical
tools mayv be imported dutv-free.

Law No.33106 amending Law No.3065 on
VAT is published. This lavs down

that the VAT rate is 10 percent for
every transaction/commodity subject

To this tax. The Council of Ministers'
may raise this rate to a maximum of

15 percent or reduce it to a minimum
of & percent.

Law No. 3318 amending an Article of

Law No.5422 on Corporation Tax 1is
npublished. The new law authorises

the Council of Ministers to reduce
this Tax to zero for foreign land,
maritime and air transport corporations
on a reciprocal basis.
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November

November

November

November

December

December

14

20

21

29

The Convention covering the procurement
of European Housing TFund credits 1is
signed.

Communiques which (a) lay down the
interest rates to be charged on ex-
port credits, and (b) detail the
regulations governing the utilization
of export credits are published by the
Central Bank.

A Communique amending the regulations
governing the conversion of bonds into
shares is published by the Capital
Market Board.

A General Communique concerning taxes,
charges and exemptions in so Tar as
housing construction and investments
are concerned is published.

Decree No.86 11217 revising the rates
of VAT for certain commodities and
services 1s published. The rate for
most commodities and services 1is
raised to 12 percent, that for medicines)|
etc. essential to human and animal
health is reduced to 5 percent.

Decree No .86 11238 relating to export
incentives is pubklished. Additional
measures are provided for the encoura-
gement, orientation and promotion of
exports, re-exports, transit trade

and other transactions in the nature
of exports.

Communique No.87Y '3 on tax rebates for
exporters is published.

Circular No.1'/T is published by the
Central Bank. Daily rates for foreign
currency and banknotes applied by
authorised institutions may not exceed
the Central Bank s rates by more than
1 percent.

Communique Xo.8G 24 from the Money &
Credit Board is published. This excludes
textiles and readv-made clothing from
the list of commodities which are not
subject to registration in free export
declarations.
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December

December

December

December

December

December

December

17

23

25

27

30

31

A Decision concerning the establishment
functions, fields of interest, organs
and rights and obligations of members
of Export Unions is published.

The Council of Ministers published a
Communique declaring Turkey's Black
Sea territorial waters limit as 200
miles.

Vehicle Purchase Tax rates are doubled.
Various amendments are made to the
regulations governing minimum personal
Income Tax assessments.,

Circular No.1/A published by the
Central Bank makes freely available
tO exporters, international transpor-
tation companies, (A Group) travel
agencies, firms operating in the
field of transit trade and marketing
companies, 2 percent of the foreign
currency which they earned in the
previous year. This Circular is
effective from 1st January 1987.

An additional Article to the Import
Regime is published and Article No:4
is amended.

A Central Bank Circular relevant to
Decision No:30 on the Protection of
the Value of Turkish Currency is
published. According to this Circular
daily rates for foreign currency and
banknotes applied by banks for comercial

-"and non-commercial transactions may

not exceed the daily rates announced
by the Central Bank

The list of property considered as
personal furniture was revised.
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January

January

January

January

January

January

12

14

17

20

1987

The interest rates to be applied to
statutory deposits at the Central
Bank against foreign currency depo-
sits are published. The new rates are

Currency Interest Rate(% pa)

US Dollar
Deutsche Mark
Dutch Florin
Swiss Franc
French Franc

[

6

D WoHon;m

15/1
3/8
An additional decision to the Import
Regime is published. This revises the

list of goods which may be imported
after payment of a Special Fund premium.

Under an Agreement signed with Japan,
the latter agress partially to finance
the Kinali-Sakarva Highwayv project
with credits amounting to 27.3 billion
Yen.

Regulations concerning the establishment
of a fund for home ownership by active
and retired civil servants and other

emplovees are published in full detail,.

Central Bank Communique No. (1/v)
relevant to Communigque No.87-30/9
Concerning The Protection of the
Value of Turkish Currency is published.
This amends Art.2 of Communique No.l/A
of July 13, 1986 to the effect that
those institutions which are authorised
to deal in foreign currencies may set
their own exchange rates only within
z maximum of 2 percent of the rates
determined and anncounced daily by the
Central Bank. These institutions'
brokerage rates mav be freely estab-
lished but must be advised to the
Central Bank; neither exchange nor
brokerage rates may be altered during
the course of any one dav.

The Central Bank published amendments
to the rates of interest to be applied
to re-discounts and advances. These
new rates are -
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January

February

February

28

Short-term credits 45 percent
Agricultural Sales Co-operatives

Union Credits 45 percent
Export credits 35 percent
Medium~-term credits(covered by

Incentive Certificates) 48,5 "

Communique No.87/3 1s published byv the
Money & Credit Board. This brings amend-
ments to the definitions of credits which
may benefit from the "Exchange Rate
Assistance Fund For Foreign Credit Be-
neficiaries" for investors. Interest

is fixed at 28 percent for the first

six months of 1987, intermediary banks
may charge a brokerage fee of a maximum
of 4 percent. The assisted rate mav be
applied only to credits with a vaLmutx
of at least 8 vears and a grace period
of three years.

The interest rates to be applied 1o
statutory deposits at the Central Bank
against foreign currency deposits are
revised as follows:

Currency: Interest Rate(™ pa)
US Dellar 6 1/8
Deutsche Mark 4

Dutch Florin > 7/16

Swiss Franc 3

French Franc 8 11/16

Bank deposit interest rates are re-
aligned as follows:

Deposit Term Interest ¢ pa

One month 28.3
One to three months 35
Six to twelve months 38
Twelve months 43

The Central Bank states that these
are maximum levels but that the banks
may determine their own rates helow
these

Communique YNo.12 Concerning The Re-
sources Utilization Support Fund is
published; this amends Art.2 of Com-
munique No.8 to the effect thatg
deductions for the Fund will depend
upen the darte if the credits are in
Turkish Liras, and upon the amount

involved if the credits are in foreign
exXchange

|
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February

{ February

February

February

Februarv

19

26

An agreement signed by the Turkish
and Soviet government concerns cons-
truction of certain industrial estab-

lishments and the credits to be applied :

to supplies of natural gas.

Amendments to the regulations deter-

mining VAT rates for certain comodities:

and services are published: these
amendments refer to List I, Comunique
No.86/,/11817.

The Council of Ministers’® ratification
of two financial agreements between
Turkey and West Germany is published.
The first of these is dated December
5, 1986 and concerns financial aid
totalling DM.40 mn., the second is
dated December 11, 1986 and provides
for aid in the amount of DM,20 mn.

Communique Neo:87/5 is published by
Money Credit Board. According to this
communique, That the Commodities
benefitting from pavments of Support
and Price Stabilization Fund wand to
be imported to Turkey by doing some
changes or by no change is not possible
unless payments given by Fund is not
paid back.

Decision as to Export Rebate is pub-
lished.

14th article of the previous comunigue
No:86;11237 is amended as following:
State Planing Organization is authorized
with whatever type of control and to
decide whaiever demand coming from

any private or public institutions,

Foreign Trade Circular No.87/1 1is
published. This covers the final
stage of removal of Customs duties
on imports of agricultural products
into the European Community from Tur-
key. From Januarv 1, 1987, all listed
Turkish agricultural products will
be imported dutv-free intoc ten of
the thirteen European Community
countries. Standard duties will be
charged an such imports into Greece,
Spain and Portugal.
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—

March

March

March

March

March

March

12

24

27

29

The interest rates to be applied to
statutory deposits at the Central

Bank against foreign currency depo-
sits are further amended, as follows:

Currency Interest Rate(%)pa
US Dollar 6 3/8
Deutsche Mark 3 7/8

Dutch Florin 5 3/8

Swiss Franc 3 1/2

French Franc 8 3%

An additional provision to the Im-
port Regime is published. Customs
duty on newsprint is reduced to 14
percent and will be further reduced
by 1 percentage point per month un-
til December, when it will be 5
percent.

An agreement between Turkey and the
European Council Construction Fund
i1s published; this provides Turkey
with a new credit line of Sw.Fecs.
30 mn.

General Communique No:176 of Tax
Procedure Law is published. With
this article, it is accepted that
the cost worth of economical values
are their values in practice.Since
support premiums to be realized

for the investor names make diminish
the cost of fixed investment, these
premiums can be decreased by the
investors from the fixed investment
costs at the date when they realized.

Communique No:1/A is published by
the Central Bank.

The Ministry which is charged with
this issue is authorized to put
into effect the management, know-
how and licence conventions.

The Ministry Council put into effect
the Convention signed between Tur-
kev and Japan.
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March

April

April

Apnril

April

31

Y

13

14

Law Promoting Development of the Capi-
tal Market is published: it covers the
wider spreading of equity ownership,
measures regulating the economy,
amendments to the Corporation Tax Law
The TFiscal Code, and the Banking Law.

The Law aims at capital market develop-
ment  more involvement of the general
publiic in company financing, the en-
couragement of exports, and the
strengthening of the structure of

joint stock companies.

The interest rates to be applied to
statutory deposits at the Central
Bank against foreign currency depo-
sits are once more ameanded, as
follows:

Currency Interest Rate pa(%)
US Dollar 6 7,16
Deutsche Mark 3 7/8

Dutch Florin 5 3/8

Swiss Franc 3 %

French Franc & 7/186

Communique No.l1l3 relevant to The
Resources Utilization Support Fund
is published;this brings several
additional amendments to Fund re-
gulations, and introduces a new
premiums system.

Ratification of the official report
of the Franco-Turkish Economic
Committee is published. The countries
both declare that the volume of
trade between them is-less than they
would like and it is agreed that the
official institutions and private
sectors of both countries should
make every possible effort to inc-
rease the two-way volume of trade
and introduce greater variety into
these exchanges.

Turkey, already an Associate Member,
hands to Mr.Tindemans, current Pre-
sident of the European Community
Council, its formal application for
full membership of the Community.
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April

April

April

May

18

19

22

Communique YNo:TUB:87/6 is published
by the State Planning Organization.
With this communique, it is made
some additicn and amendments on the
Communique No:37 6. These are:
ajAgriculture, cattle-dealing and

game integrated investments,
water-products. tourism, education
investments{Their total investments
are restricted at least to 1 pillion
Turkish Liras:

bh)The unit sale price will be at least

5,000.000 au lieu de 2,500.000 Tur-
kish Liras.

The Central Bank introduced a
system for interbank iending.
Short-term interbank loans can
normally be made for periods of
one to two weeks, exceptionally
21 days. Fach participating bank
determines its operations limit
and deposits a collateral equal
to 130 percent of the limit with
the Central Bank.

The banking and insurance tax
rate on interbank transactions
is reduced from 3 to 1 percent.

Decision No:87 11637 of the Import
Regime 1s published.

According to this decision, some

amendments are made in the list which
explains the commodity import depen-
ding upon 36 custom duties and tariffs.

The interest rates to be applied to
statutory deposits at the Central
Bank against foreign currency depo-
sits are again modified, as below:

Currency ‘Interest Rate pa(%)
US Dellar 6 9/186
Deutsche Mark 3 3/4

Dutech Florin 5 1

Swiss Franc 3 3/16

French Franc 8 1/8

Decision No:87/11704 of the Ministry
Council is published.

"With this decision, farmers can obtain

credits wirh the low inrterest rates
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May

May

May

May

May

14

20

21

28

and without showing a guarantee. The

amount of the credit mentioned above

is:

- 30 percent for the first 1 million
worth of their sales

- 20 percent for the second 1.5
million worth of theilr sales

The interest rate of these credits

are 22 percent.

Council of Ministers Decree No.87/
11694 adds a further paragraph to
Article 1 of Decree No.30 For The
Protection of Turkish Currency;
this provides that residents in
Turkey may transfer Turkish Liras,
through Turkish banks, to the Tur-
kish Republic of Northern Cyprus
without restriction.

New export rebates, together with the
regulations and procedures relevant
there to, are published in State
Planning Organization Communigque No.
TUB B7/7.

A State Planning Organization Commnigue
giving details of the Investment Incen-
tive Certificates issued in January

is published.

Credit Lvyonnais is authorised to open
an office in Istanbul.The Bank's Is-
tanbul office capital is to be US §
10 mn.

Treasury & Foreign Trade Under-Sec-
retariat Export Communique No.87/7
lists the Turkish companies now
classified as "Foreign Trade Corpo-
rations'’,

—y







APPENDIX I

TusiaD ForecasTs For [387

TUSIAD's "Quarterly Econometric Model of the Turkish Economy"
was published in Turkish in April, 1987. This is the first quarterly
model of the Turkish economy. The model consists of 44 stochastic
equations and 46 identities (total of 90 equations). It 1s designed
primarily for structural analysis and short-term forecasting purboses,

In this appendix we present the results of our quarterly eco-
nometric model. It is assumed that there will be no significant
changes in present economic policies, and present environment.

The GNP growth rate is expected to be 5.85 percent. Inflation
rate will be around 33 percent,

Imports will be 11.5 billion dollars, and exports 9.2 billion
dol}arse.lt should be noted that our export forecast is somewhat
optimistic; our model also over-estimated exports in 1986.

Exchange rate is expected to be 969 TL/$ in the fourth quarter
of 1987,

Private investment is expected to increase by 7.23 percent,
and private consumption by 7.15 percent.

Other results are given in the tables provided below.

GROWTH RATE OF GNP
(Quarterly Annual Rate)

1986 1st znd' 3rd &th 232g21e

Actual gtr. gtr. gtr. gtr. T989

Agriculture 5.47 4.52 5.19 9.10 5.62 6.11
Industry 10.69 8.95 9.38 8.98 g.39 ¢, 17
Construction 5.59 5.45 9.70 8.14 e.67 8.24
Services 6.81 5.26 5.54 £.13 5.52 5.64
GNP 7.72 5.21 5.72 £.63 5.84 5.85

INVESTMENT~CONSUMPTION
(1968 Prices)

(. Growth)
1986 Actual 1987
Total Fixed Capital Investments 8.12 5.26
Total Consuption 6.8% 6.69
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FOREIGN TRADE

($ Billion)

1086 }st an 3rd 4th

Actual aqgir. qtr. gtr. qtr, Total
Exports 7.3 2.6 2.3 2.2 2.1 9.2
Imports 11.1 2.8 2.7 2.9 3.1 11.5
Exchange Rate $/TL 677.4 $38.6 900.5 902.7 $68.9 902.7

INFLATION RATE
{Quarterly Annual Rate)

1986 1st an 3rd 4th Aég:;a;
Actual qtr. gtr. qtr. . gtr. 1989

Inflation Rate 34,77  30.77 33,52 33.16 35.90 33.34




MODEL FORECASTS

1986 (ACTUAL)
19286 ({FPREDICTED)

1987 1
iI
III

v
1987 ANNUAL

% CHANGES

1886 (ACTUAL)
19685 (PREDICTED)
1887 1
II
I1I
Iy

1887 ANNUAL

4 QUARTER % CHANG
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INDUSTRY CONSTRUCT

78.4 14.7
7.4 14.8
83.5 10.5
87.6 18.7
83.8 15.7
87.6 18.7
85.6 15,2
10.6¢ 5. &%
g.26 7.38
&.9% .45
9.38 9.7¢
§.88 §.14
g.3¢ .87
9.17 &.24
7.46 1.38
10.14 T.81
11.80 €.46
7.36 14.81

5.13 -41.2%2
4.87 77.98
~-4.28 -1e.023

4.52 18.7Z
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VALUE ADDED { BILLION TL, CURRENT PRICES )
QUARTERLY DATA, ANNUAL AVERAGES

MODEL FORECAGSTS AGRICUL
1986 (ACTUAL) 6636.86 13244.4
1986 (PREDICTED) 6725.5 12283.7
1887 1 6221.2 17532.5
II 7594.& Z0257.1
111 1282C.2 19419.7
Iv §o72.Z 21958.7
1887 ANNUAL g8CGZ.1 19782.0Q
% CHANGER
198 TACTUAL) 36.7: 51.31
1987 (FREDICTED) 28, 6¢ 4G.45
18987 1 23.08 43.79
Il 28.1% 50.60
III 47.52 48 .51
IV 31.78 54 .85
1887 ANNUAL 32.63 49 .44
4 QUARTER % CHANGES
1887 1 08.78 50.8¢C
1T 31.88 £3.81
III 31.23 49 .27
Y 31.33 44 .66
1 -QUARTER % CHANGES
”“*“;;é;*i—“— -3.08 32.57
11 2Z.08 15.54
III 6. 8C -4.13
IV -33.14 13.07

1538.
1483,

1326.
2570,
2135,
2744.

38.
46 .
35.
46.

-28.
93.
-186,

28.
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14,
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.16
.56

>, 83
.20
.37
.93

83

.90
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.64
.71

8b
g8

12

.98

46084,
55039.
63103.
60166.

56098.

44,
38.

33
4a,
46 .
44,

41.
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14.
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s d G On o ®
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q)ynon

78

61
43
65

.65

38722.
38134.

46083.
55038.
6310Z.
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41.
40.

14.
18,
i4.

.16

44

36
44
37
21

26

.46
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79
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FIXED INVESTMENT FIXED IRVESTMENT
(BILLION TL, 1968 PRICES ) (BILLION TL, CURRENT PRICES
MODEL FORECASTS PRIVATE TOTAL CAP.S3TOCKE PRIVATE TOTAL CAP.ETOCK
1986 (ACTUAL) 21.1 51.6 1228.8 304Z2.5 T422.5 175807.2
1986 (PREDICTED) 20.6 51.0 1231.5 2845.6 7225.6 170382.1
1887 1 20.5 45.4 1320.7 3606.95 793¢.2 232158.5
I1 21.1 84,2 1359 . 4 4039.2 10317.&£ z2601Z5.8
ITI 23.9 54.9 1388.1 4523.6 10717.0 Z84702.3
Iv 28.1 62.5 1443.0 5146.1 13184.3 ZB85571.8
1987 ANNUAL 227 54.3 1380.3 4328.8 1053¢.8 Z63138.8
% CHANGEGR
1986 (ACTUAL) 10,71 .12 12.94 47 .08 43.863 o0, 06
1986 (FREDICTEL ) T.67 g.980 13.18 37.56 38,82 45.43
1987 1 £.54 4.40 i1.80 35,22 31.883 3.83
11 6.73 6.256 12,15 38 . 4% 41.11 49.11
111 7.62 5.32 1Z.4¢ 44.18 42.70 49 .97
IV 8.01 6.06 12,88 50.26 52.53 55.80
1987 ANNUAL 7.23 5.26 12.33 42 .28 41.88 49.68
4 QUARTER % CHANGER
1587 1 20.81 8.60 L1277 66.8% 50.588% 55.63
II -5.45 -0.41 1Z.32 30.04 36.68 655.07
TLd i4.389 &.27 12,38 48 . 46 44.17 45 .22
IV Z.768 4.86 1.20 33.07 38.75 44 .87
1 QUARTER % CHANGEG
1987 1 -10.71 -22.00 Z.41 8.30 -10.77 24 .23
II 2.88 12.54 2. 8¢ 12.00 20.86 12.05
III 13.1¢@ 1.28 Z.858 11.98 3.87 1.78
IV 5.15 13.83 3.z21 13.76 23.02 11.686
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RESOQURCES ANL EXPENDITURE
(BILLION TL, 1868 PRICES)
CONSUMPTION TOTAL SAVINGS
MODEL FORECASTS PRIVATE TOTAL INVESTMENT DOMESTIC TOTAL

1986 (ACTUAL) 201.5 227.8 53.6 50.1 53.6
1986 (FREDICTED) 201.8 z2ze .1 53.0 47.7 51.1
1987 1 189.6 215.7 47.0 46.5 48.7
iI 211.6 238.2 6.4 49 .4 52.5
III 248.8 272.0 56.9 54.3 57.6
Iv 213.9 239.3 64.9 54.4 H8.6
1687 ANNUAL 216,0 Z43.0 56.3 51.2 54.6
% CHANGEZ
1986 (ACTUAL) 5.41 .81 9.89 12.086 8.88
1986 (FPREDICTED) 5.55 €.94 &§.70 6.64 4.91
1987 I 6.28 .94 4.21 1.84 1.75
II 7.01 £.56 5.05 1.85 1.85
ITI 8.2 v.e8 5.09 2.1% 2.03
v 7.08 £.5¢ 5.81 2.1%5 2.07
1987 ANNUAL T.15 .68 5.04 Z.0Z 1,83
4 QUARTEE % CHANGES
1887 I -2.53 -1.81 9.18 16.486 15.53
II 7.086 £€.85 -0.38 -7.83 -7.20
III g.98 &1z 7.889 g.89 8.2
IV 13.88 1278 4.69 -5 . 8¢ -5.44
1 QUARTEF % CHANGER
1987 I -5.8D -4.38 -22.36 -10.57 -11.4¢
II 11.60 10.47 20.03 €6.18 £.63
III 17.57 17.11 ¢.89 g.96 8.70
v -14.03 ~14.Z3 14.05 G.24 1.88
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RESOURCES AND EXFERDITUERE
{BILLION TL,CURRENT PRICES)
CONSUMETION TOTAL SAVINGS
MODEL FORECASTS PRIVATE TOTAL INVESTMENT DOMESTIC TOTAL

1986 ( ACTUAL) 28756.0 32503.6 7710.9 T21¢.2 7710.8
1986 (PREDICTED) 27802.6 31650.3 7514.0 6484.6 697E. 2
1987 I 33327.8 37841.8 8z208&.3 8242.0 8781.7
II 40480.1 45515.0 1071€.0 gbz3.6 101C1.¢
111 - 47087.8 53125.8 1111i.1 g976.4 106Z4.1
Iv 43807.1 48285H.4 1Zg91.6 10800.Z2 11781.:1
1987 ANNUAL 41180.7 48437.1 1083I.3d g9660.6 103z4.7
% CHANGE®S
1986 ( ACTUAL) 40.08 41,85 a3 45.87 45.99
1886 (PREDICTED) 35.83 a8.23 42,286 33.72 32.08
1887 1 34,97 54.93 31.37 28.850 28.85
II 42 .48 47 .02 4{.36 33.34 33.17
I1I 48.42 4% .04 4%, 46 34,82 34. 58
IV 45,86 45,48 Lz, 32 38.16 38.71
1987 ANNUAL 43.21 42.87 41.78 33.8Z 32,80
4 QUARTEER % CHANGES
1987 I 24.581 &.12 49,84 §2.02 60.30
I 47.81 7.00 36.69 28.66 28,582
II1 4Z2.1z2 41.8%2 43.87 37,80 37.85
Iv 47.43 46.68 36.70 1g¢.15 20,30

1687 1 14.45 14.69 -11.3¢8 14,30 11.88
II 21.48 20.28 30.58 15.556 15.03
III 16.32 16.72 3.65 4.75 5.17
IV ~-6.9¢ -7.27 23.24 9.26 16.98
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FACTOR INCOMES
(BILLION TL, 1968 PRICES}

MODELZ FORECASTS AGRICULTURE WAGES OTHER TOTAL

1886 {ACTUAL) 54.0 47 .4 148.8 250.2
198 (PREDICTED) 54.3 42.0 158.1 247.6
1887 1 4Z.5 50.8 164.5 236.2
II .8 53.1 173.7 258.5
ITI 8% .7 83.2 182.7 298.5
Iv &z, ¢ b3.3 184.7 264.2
1987 ANNUAL 575 52.86 176.4 264.3
% CHANGES
1928 (ACTUAL) 5,47 0.76 12,48 8.53
1926 (PREDICTED) 6,11 4.04 20.26 7.39
1887 1 £.73 10.83 17.31 £.04
IT L, 44 11.08 18.27 5.02
ITI &.5% 1.1 19.22 €.37
IV .88 11.11 12.423 L.B4
1887 ANNUAL €.40 10.88 18.56 5.64
4 QUARTER % CHANGES
1887 I .33 4.04 14.40 1.34
IT 4.2¢ 9.24 13.12 3.83
ITI £.98% 12.9¢ 24.01 8.70
IV £.48 18.32 22.73 8.16
. QUARTER % CHANGES
1887 I -14.54 3.48 2.25 -5.26
II 4.87 4.32 8. 87 9.46
ITI 75.58 0.18 5. 18 15.45
IV -3& ., 3t .08 1.1¢C -11.48
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POPULATION ( THOUSANDS)

MODEL FGRECASTS TOTAL URBAN UREBANX

1286 (ACTUAL) 51458.8 Z4808.5 48 .4
1286 {FREDICTED) £1437.&6 24896.1 48 .4
1987 1 02240G.0 ZLTVEL .4 49,3
I oz566.0 Z€118.8 49 .7
ITI hEBTZ. 0 ZB4ATE.EZ &1
IV 53221.0 Z6834.3 504
1G&% ANNUAL 62T722.5 ZBEZGS.4 45 .9
% CHANGER
1886 LACTUAL) 2,52 5.86 3.26
1986 {PEEDICTED) Z.48 5.80 3.25
1887 1 2.44 o.46 3.00
Il Z.4¢6 5.54 3.02
III 2.47 5.61 3.05
Iv 2.49 &.69 o.07
1987 ANRUAL 2.47 5.58 3.03
4 QUARTEE % CHANGES
1887 I 2.47 5.68 3.14
II Z.47 5.62 3.07
ITII 2.47 5.54 3.00
iv 2.46 5.46 2.93
1 QUARTEE % CHAKGES
1887 1 G.62 1.38 0.75
II .62 1.37 0.7%
III .62 1.36 0.74
iv ¢.62 1.36 0.73
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MODEL FORECASTS

1986 (ACTUAL}
1986 (PREDICTED)

1987 1
11
111
Iv

1887 ANRNUAL

% CHANGES

1986 (ACTUAL)
1986(FREDICTED)

a ™o
186

1987 ANNUAL

- 194 -

INDUSTRIAL PRODUCT DAILY WAGE RATE
FER WORKER

Lox B N
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5925.6

8113%.
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9887,
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~J

.12
.68

[.96
;.68
.85
. 27

NOMINAL REAL
2156.3 16.2
2059.4 15.8
2693 .4 16.7
28985.1 17.1
2855.1 1€.8
2217.6 7.1
2965.3 17.0

30.00 -3.2
24.16 ~5.33
34.08 E.01
37.80 E.13
37.39 &, 07
40.71 £.14
37.952 5.00
33.01 -0.26
44 .44 £.71
35.31 7.61
37.35 4.65
24.36 E.78
i1.20 Z.44
-1.33 -1.18
8.88 1.2
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MONEY SUPPLY ( BILLION TL )
———————————————————— MONEY  MCNEY
DEMAND  TIME MONETARY SUPPLY  SUPPLY
MODEL, FORECASTS  CURRENCY DEPOSITS DEPOSITS  BASE (ML) (M2 )

1986 ( ACTUAL) 1355.0 2230.8  5887.0 4515.7  3471.0 9255.1
1986 ( PREDICTED) 13721 2025.3  5724.5 4502.9  3487.0  8867.3
1987 I 1730.2  2704.0 T186.3 5585.1 4234 7 10639.4
T 1918.8 2918.4 7883.4 6172.7  4640.5 11575.7
I1 20138  2788.3 8172.0 B8254.3  4897.3 11755.5
v 2122 0 3054.5 8848.2 B758.4 5045.0 12562.9
1987 ANNUAL 1946.2 2885..4 8022.8 6192.3  4854.4 11633.4
% CHANGES

1988 ( ACTUAL ) 42,10 67 .25 46 .53 28 .33 47 .50 43.38
1988 { PEEDICTED 43 .39 47 .30 4011 2551 13.58 37.35
1987 I 38.79 26 .57 30,48 33.50  -31.02 23 .50
1 43.02 25 .01 33 .41 37.0% 33.99 25 .57
111 45.15 27 .72 34.63 37 .51 3441 25.97
v AT .57 30. 35 37.50 40.53 2696 27 .75
1987 ANNDAL 43 .63 28.49 34.00 37 .14 24.10 25 .70

4 QUARTER % CEANGES
1987 1 53.64 42 .88 32,77 34.01 46.26 28.91
11 56.73 35.39 34.07 44.01 42 .74  27.99
111 36.22 16.75 32.77 30.07 55.68  20.90
v 27 .83 22.18 36.13 40.80 26 .13 25.63

1 QUARTER % CHANGES
1987 I 5 11 26.30 17.862 15 .59 14.01 12.54
11 10.90 7.93 9.69 10.52 3.53 8 80
111 4.95 _4.45 3.86 1.233 1.22 1.55
v 5. 37 9. 53 8. 27 8.05 7.40 5.87






APPENDI X 11

REsuULT OF A QUESTIONNAIRE
On Tusiap PemeERS’ FUTURE

EXPECTATIONS

In September 1986, TUSIAD prepared and distributed to all
TUSIAD members a Questionnaire which was aimed at providing a
thorough survey of economic developments in Turkey,

The results of this TUSIAD intitiative indicate the importance
placed on the forecasting of economic developments. No less than
94 percent of the respondents have special sections or stailf concerned
with forecasting. These forecasting groups average about four persons
each,

Eightvseven percent of the respondents use market research, 82
percent compare current vear's results with those of the previous
year, and 33 percent use statistical techniques, regressions,
correlation or time series analyses.,

According to the renlies given in September 1986, respondents
expect the 1987 growth rate to be 5.0 percent, with 7.6 rercent
growth in the manufacturing industry; the inflation rate was expec~
ted to be 30 percent,

It was believed that in 1987 exports would earn 8,5 billion
dollars and imports would cost 12 billion dollars; the Lira value
of the dolliar was expected to rise to TL 1000,

Results obtained by the Questionnaires may further be summarised
as follows:

— Inflation, in 1986 appeared still to be the most important
problem; together with inflation, unemplovment and income distribution
the foreign trade deficit were then seen as crucial issues, The
growth rate, and foreign currency shortages were evaluatecd as the
next most important problems. Respondents emphasised the importance
of unemplovment and inflation and reckoned that these would be the
most important economic problems in 1988, and, still, in 1950, All
respondents expected the period 1986-1980 to be more satisfactory
for the economy than the previous half-decade.

No less than 93 percent of the respondents believed that a
competitive economic structure would lead to improved quality and
increased output., Sixty two percent of the respondents favoured
cooperation with foreign companies in investment and the transfer

of technology, and 49 percent considered such co-operation to be
advantageous in the export field.
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NUMBER OF PERSONS DEALING WITH FORECASTS

Number of Persons Percentage
0 ' 13.3
1-4 53.3
5-9 22.2
10+ 11.2

METHODS EMPLOYED FOR FORECASTS

Firms Employing

Method These Methzds (%)
Market Research 86.7
Compariscn of Previous gz2.2

Year's Results, Statistical
Analysis, Extrapclation

Regression, Correlation 33.3
Time Series Analyses 26.7
Econometric Model 17.8

INSTITUTIONAL HELP IN FORECASTING

Institution Percentacge
TUSIAD 40.0
Others 37.7

THE PERCENTAGE QF THOSE WHC FAVOUR COOPZRATION
WITH FOREIGN COMPANIES

Field of Cooperation - Percentage
Investment ' 62.2
Export 48.9
Transfer of Technology p4.4
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EXPECTATIONS AS REGARDS THE PERIOD 1986,1990
IN COMPARISON WITH 1980-1985 (%)

1986-1990 Period Will be More Succesful

1980-1985 Period Was more Succesful 1.

BELIEF THAT A COMPETITIVE ECONOMIC STRUCTURE WILL
RESULT IN IMPROVED QUALITY AND INCREASED
OUTPUT {%)

Believe 83.2
Do Not Believe 7.8
THE THREE MOST IMPORTANT PROBLEMS
TO BE RESOLVED (%)

1986 1990

Inflation 93 73
Falling Growth Rate 20 40
Foreign Trade Deficit 51 40
Unemployment 49 51
Energy Bottleneck 0 11
Foreign Currency Shortages 25 22
Income Inequality 40 29
Housing Shortages 4 7
Bureaucracy ' ¢ i1

THE FACTORS WHICH HAVE A NEGATIVE EFFECT
ON FIXED CAPITAL INVESTMENT
(Percentage Stated Among the Most Important Three Factors)

Average Ranking

High Interest Rates g7.8
Lack of Domestic Demand 37.8
40.0

Inadequate Infrastructure
Credit Shortages

Instable Economic Policies 51.1
Lack of External Demand 20.0
Energy Bottleneck 0.0

40.0
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TUSIAD MEMBERS®

FORECASTS  xx

1986

1987

1988

noome/Production/invest Mwnt

- GNP {at constant prices) (Growth Rate (%)
tenufacturing Indu stry (at constiant prices)
Crowth Rate f%}

- Cepstruction Licences lssuec Increase (%)

Forepon Economig Relatigns

- Exports (Bililion &)

- Imoorre (Billion §)

- Foreian Exchence Rate (TL/S)
Forei1an Exchange Rate TL/DM

- horkars {9"1 rtencas {2illion §)

- Fored 1 {Billion S. Enc of Period)

pAQET 25T ,-'fP'f‘l\,E..:

- InTlziion Rate (x)
Time Deposit Rates (%

| g I
ralel \ sy,

=HI Lpnc ne
o i > yes

g Lgr.;iT }

in Averzge Wages of
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o

(%)
ioply (M2} (%)
illion TL)

s (%)

its (%)
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900.
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30.
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40.0
35.0
1100.0
37.0
35.0

*  Torecasts in September 1986
*x Median Vaijues
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SEASONAL INDICES OF SELECTED VARIABLES

(ANNUAL AVERAGE=100)

Ii 111 IV
Manufacturing Industrial Production {(Public) 98.65 103.74 97.96 99.65
Manufacturing Industrial Production {Private) 106.88 102.70 91.32 99,10
Manufacturing Industrial Production (Total) 103.37 102.67 94.36 99.59
Construction Permiis 76.82 115.88 107.59 99.70
Registered Unemployed (Males) 101.90 104.89 §7.27 95.94
Exports (Dollars) ' 105.02 88.94 82.46 123.57
Imports (Dolla-s) 95.80 96.50 94.74 112.96
Export Prices' Index (Dollars) 100.79 §7.80 100.40 102.02
Import Prices' Index (Dollars) 101.46 93.32 143.51 101.71
Terms of Trade 99.51 103.90 97.01 99,58
Exchange Rate (TL/$) 102.56 101,18 100.65 95.61
Wholesale Prices' Index (SIS) 100.99 101.61 99.57 97.93
Wholesale Prices' Index (Treasury) General 100.75 102.11 9¢.21 97.93
Wholesale Prices' Index (Treasury) Food 102.07 102.65 97.94 97.34
Wholesale Prices' Index (Treasury) 99.33 101.40 10C.65 98.62
Industrial Products
1COC Wage Earners Consumer Price lndex 104.64 104.2¢9 95.38 95.65
General Budget Revenues 103.75 86.86 64 .09 115.31
Currency 96.73 95.60 101.43 106.24
Monetary Base 98.86 97.02 106.50 103.61
Money Supply (M1) 87.31 87.04 99.80 105.85
Money Supply (M2) 99.16 98.50 99.54 102.81







STATISTICAL AMNNEX
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1386
7.7

2.4

.. 1985

1984
3.5

983
-0.1

1982
6.4

1981
0.1

1980
1.7

1979
2.8

2.6

SUPPLY AND USE OF RESOURCES
1978

{Percentage Volume Change Over Previous Year)

1977
-1.3

1976
7.7

Agriculture

Gross Value Added
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BALANCE OF PAYMENTS

{US 3 Million)

1975 1975 1577 1978 1979 1980 1881 1982 1583 1984 TE55 1586
CURRENT ACCOUNT *
fxports (FOB) 1401 1960 1753 2288 2261 2910 4703 5890 5905 7389 8255 7583
Imports (FGB) -4502 -4872 -5506 -4369 -4815 -7513 -8567 -8518 -8895 -10331 -11230 -10656
Trade Balance -3101 -2912 -3753 -2081 -2554 4603 -3864 -2628 -2990 - 2942 - 2975 -~ 3073
Other Goods, Serv.
and Income Cre. 617 531 340 533 708 762 1316 2038 2041 2366 3148 3254
Travel 201 181 205 234 281 326 230 373 420 548 1094 954
Other 416 400 335 299 L27 436 936 1665 1621 1818 2054 2300
Other Good,Serv.
and Income Cre. -601 -818 -~1234 816 -1377 -1738 -19Lké -2539 2664  -2945  -3184 -3633
Trave) -143  ~-19% - 253 71 - 83 -0k - 103 - 149 - 128 - 277 - 324 - 312
Int.Payment -124  -217 - 320 489 -1010 -~1138 -14k3  -1565 1414 -1586  -1753 -2133
Other -334  -bQ7 - 463 256 - 284 _ uop - 400 - 925 -1095 -1082 -i107  -1188
Total -3085 -3143 -L247  -2364 -3223 -5579 -L4gh -3129 -3613 -3521  ~3311  -3452
Unrequited Transfers
(private)-Cre. 1410 1113 1084 1103 1818 21866 2559 2189 1569 1901 1782 1711
Migrants' Tran. 0 J 0 0 ] 0 0 0 0 0 2 0
workers! Rem. 1312 282 282 883 1694 2071 2490 2140 1513 1807 1714 1633
Other 98 136 102 120 124 95 69 49 56 g4 5 78
Unrequitred Tran.
(Frivate):Debhit = 12 - 14 - 18 17 - 19 - 13 2 Qo - 20 - 16 - 9 - 14
Unrequited Trans.
{0Fficial) 39 15 39 13 1 18 16 105 236 229 235 237
Current Account
8alance -1648  -2623 -3i40 -1265 -1413 -3408 -1919 -~ 835 -1828 -1407 -1013  -1518
CAPITAL,EXCLUDING
RESERVES 327 1132 1645 848 - 353 672 882 163 690 193 1050 2218
Direct lnvestmentilh 10 27 34 75 18 95 55 ke 113 89 125
Parcfolio Inwv. 0 0 0 0 0 0 0 0 0 0 2 0
Qther long-term
Capital Mov. 173 1049 650 412 532 656 633 27 - 389 Ly - 699 518
Short-Term Ca-
pital Movements k0 73 568 102 -1006 - 2 104 81 1033 36 1650 1575
NET ERRORS AND .
OMISSIONS - 361 - 330 - 634 - 374 676 1434 6hg - 75 507 317 - 808 - 155
EXCEPTIONAL
FINANCING 1035 1500 1763 1269 1003 1373 315 902 622 1002 676 0
COUNTERPART ITEMS - 40 30 - 1 4 4o 19 58 13 161 - 171 370 387
Overall Balance -677 - 197 =~ 367 26 - 87 30 - 5§ 168 152 - 66 275 532
TOTAL CHANGE IN
RESERVES 677 197 367 - 168 - 152 66 - 275 - 532

26 87 - 90 5
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FOGREIGN CAPITAL INVESTMENT IN TURKEY

(US $§ Million)

Cumulative Annual Cumuiative Share of
Years Number Of Annual Growth Cumulative Growth Annual Inflow
~ Firms inflow Rate Inflow Rate In Cumulative(Z)
1975/74 - - - 189.6 - -
1975 106 15.1 0.0 204.7 8.0 7.4
1976 39 8.9 -41.1 213.6 4.3 L.2
1977 99 9.2 3.4 222.8 4.3 4.1
1978 97 11.7 27.2 234.5 5.3 5.0
1979 91 - 6.4 -154.7 228.1 - 2.7 - 2.8
1980 100 97.0 1615.6 325.1 42.5 29.8
1981 127 337.5 247.9 662.6 103.38 50.9
1982 170 167.0 =~ 50.5 829.6 25.2 20.1
1983 185 102.7 - 38.5 932.3 12.4 11.0
1984 267 271.0 163.9 1203.3 29.1 22.5
1985 421 234.5 - 13.5 i437.8 19.5 16.3
1986 610 364.0 55.2 1801.8 25.3 20.2
SECTORAL DISTRIBUTION OF CUMULATIVE INFLOW OF
FOREIGN CAPITAL
{(Million TL.)
Manu- Change Agri- Change . . Change . Change Change
Years facturing y culture 9 Mining e Services o Total %
1979 1999 - 1 - 20 - Li9g - 2519 -
_1980 8413 320.9 i .0 20 0.0 1208 142 .1 9642 282.8
1981 15573 85.1 &4 6h000.0 120 500.,0 2680 121.9 19014 97.2
1982 31661 103.3 1018 £8.8 300 150.0 10668 298.1 h3647 129.6
1983 41660 31.6 1488 b6 .2 432 LT 17774 66.6 61354 0.6
1984 71837 7.4 2293 54 ] 631 46 1 38439 116.2 113192 84.5
1985 118169 64.5 5101 166.1 813 28.8 83327 116.8 208410 841
1986 155120 31.2 8795 Whoas 397k 302.7 135725 62.9 302909 45 .3
PCRCENTAGE SHARES OF FOREIGN CAPITAL
BY SECTORS
[Years fa:iz:;ng Cha;qe ci?:i;e Cha;ge Hiniqi Cha;ge services Chznge Total
1979 79.4 - 0.0 - 0.8 - 19.8 - 100.0
1980 87.3 10.0 0.0 -73.9 0.2 -73.9 12.5 -36.8 100.0
1981 81.9 - 6.1 3.4 3724051 0.6 20k.3 Thl 2.5 100.0
19072 7.5 ~11.h 2.3 -30.8 n.;/ #.n 2hh 714 1nn.,n
1983 67.9 ST 2.0 h.ou 1./ R 2.0 (R 100.0
1964 63.5 - 6.5 2.0 16,5 n.6 -20.8 3.0 17.2 100.0
1985 56.7 -10.7 2.9 i g 0.h -30.0 o, o 17.8 ino.0
1986 51.2 - 9,7 2.9 - 1,0 1.1 176.9 it 8 17.0 100.0
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Agriculture: Cost of Living Index: 75, 76,
- Production: 30, 31, 210 145-147 '

- Exports . 88-92, 152, 153 - Ankara: 75, 147

- Imports : 95, 96, 156 -~ Istanbul: 72, 76, 147

B Consumption: 7, 8, 125-127
Banks: 533-57, 141-142 Contractors: 109, 110
Banknotes Issued: 58, 137 £

Credits: 63-66, 142-144
Credits: 58, 66, 142
- Deposits: 61-62, 140 - Deposit Banks: 58, 66, 142-143
- Stock: 58, 63-65, 142

Balance of Pavments:

103-104, 161, 163 D
Budget: Demand For Moneyv: 60
- Consolidated: 22-23, 26,
132-133 Deposits:61-62, 140-141
- General: 22-26, 132 - Commercial:62, 141
- Savings Deposits: 62, 137
c -- Sight Saving: 62, 141
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E
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Central Bank: - Industrial: 45, 46
-.Credits: 58, 63-65, - Manufacturing: 45, 46
142-144
-- Public: 58, 144 Emigrant Workers: 51-52

-- Private: 58, 144
, Exchange Rates: 115-117, 163, 164
Collective Bargaining

Agreements: 52-53 Exports: 85-93, 151-154
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Construction: 21, 22 - Geographical Distribution of

- New Construction: 21, 22 93, 154, 155
~ Share in GNP: 3 - Exports Monthly: 90, 151
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- Monthly: 90

- By Main Sectors: 80
I

Fiscal Year: 22-27, 124

Fixed Capital Investment:

6-8, 10-15, 125-129

- Public: 7, 8, 12,
125, 129

- Private: 7, 8, 11, 12,

- Sectoral Distribution:
12, 13, 128
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Foreign Debts: 166
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Foreign Investments:107-112,
164-166

Foreign Exchange Reserves:
105, 106

Foreign Trade: 85-89

Free Zones: 113

G

GDP: 1-5, 123

GNP: 1-5, 123

- By Producing Sectors:
2-4, 123

- Growth Rates:

2-4, 123

H

Gold Prices: V7, 148

Gold Reserves: 105, 106

H
Growth Rates:

- Agriculture: 2-4, 123
- Industry: 2-4, 123

- Services: 3, 4, 123

H H
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Imports:85-89, 94-97

Imports Monthly:

156
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156

- By Source of Finance:

94-96 155

H

94-96, 155

2
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125,129
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95, 96, 156

- By Countries: 935, 97, 157

Industrial Production Index:

35, 36

Indusztrial Crops:

- Exports: 85

.= Production: 37-41, 134, 209
Inflation: 71-77, 144-147
Interest Rates: 67, 69-70
Internal Terms of Trade: 8-11,
10-22, 127-131

Investments: 12-22, 117-123

‘Investment and Development Bank

Credits: 63, 66 137, 142
Incentive Certificates: 15-20,
129-131

Invisibles: 929, 160, 161
International Reserves:105, 106
L

Labour:

- Force: 46, 47

M_

Manufacturing Industry: 31-35
— Production Values in: 31-35
~ Employment in: 45-46
Migration: 51-52

Monev: 55-61, 137

- Supply: 58, 59, 61, 138-140
- Velocity: 60

- Reserve: €1, 1356-139

- Multiplier: 139
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National Accounts: 1-6
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Prices: 71-77, 144-148

- Cost of Living: 75-76
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Public Finance: 22-28,

132-133

Production: 29-45, 134
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149-150

State Economic Enterprises:
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~ Change in: 118

T

Tax:

- Burden: 24, 133
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Trade:

- Balance of Trade:98, 99,
158, 159

Travel and Tourism:100-103,
161
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114, 115

U
Unemplovment: 47-49, 135
- Open: 48, 135

v

Wages: 46-51

World Lxports: 87
World Imports: &7
Workers’
160, 141

Remittances: 99,

100,







Busmessmen S Assomatlon =

' GENERAL INFORMATION -7
TUSIAD "Tiirk Sanayicileri ve Iy Adam]arl Dernegi" or
"Turkish: Industrialists' and Businessmen's Association”
was ‘founded “in August 197 1 by the leaders of Turkish
Industry )

TUSiAD is a non-proflt and independent organization,
In- serving the various groups to which it is accountable,
it seeks to -improve the quality’ and effectiveness of
free enterprise through development and dissemination
of objective information. It also endeavours to .ensure
a broader. understandmg of busmess and economic
. activity. :
Its fundamental purpose is to-promote public welfure
“through. free enterprise by bringing- together the
experiences and views -of those engaged in industry
and - business,. It conducts research .in the.fields of
economic outlook and trends, fiscal and monetary
developments, marketing, industrial .
international economics, public affairs and other related
areas, The Association -carries out its research work in

.. a scientific manner and handles confidential mformatlon

with dlscretlon

i .
4 -

The Assoclatlon brings together leaders in busmess
"labour, the academic world and goverment at meetings
-where economic policy, business prospects and exécutive
experiences are discuissed. !

_The news media are an. important link in the

Association’s commumcatlon chain. The Association
‘releases a great deal of its work through the’ media,
in order to provide the public with oh;ectwe mformatlon
upon which to form sound opinion.,

The resiilts ‘of the research programmes are mailed (o
associates, the academic world, government officials

and’ news- media through research repiorts a month]yf

. Membershlp in the Assoclatlon is voluntary

"WHAT THE "BY-LAW™ SAYS:
‘ Ob]ectlves and Aiims of the Association”

The “objectives and aims of the Association are ln '
‘contribute to the’democratic and planned development

of Turkey. It seeks to accomplish this in keeping with
‘ihe’ principles of a market economy, in conformlty with
‘Atatiirk's pnne:p!es .

_ Functlons of thie Assoclatmn )

statistics .

The "Asso_ciatiou —‘recog-nizes the‘-'industrialists.a_-asﬂ the' -
leading power . in ‘the development process. It-pursues’

_ the aim- of ‘bringing. togethér, within the Association;

the Turkish- industrialists:>of:the public :and- pnvate’"

sectors, . professionals, “academicians . with. a' view.-to: -

strengthening the :democratic . goverment. .and..ifrée -

- enterprise. The Assoc:atlons ob]ectlves include: every
* effort requn'ed for the. orgamzatmn and development of -

free enterprise in the mterests of the country

gireom ol

In order’ to attain’its ob]ectlves arong the llnes of the
" principles of a freé markéi eéondiny the Assodiation’
emphasnzes the  vital “importance of :free ‘enterprise
to the nat:onal _economy and soclal structure It
'h' !

ic,.”socla

cultural development within' thé economic power of
_ this country canbe materialized following the example,
set-forth by the free- world and through ‘democratic
processes, In-addition; it ‘stresses the meed  that
national -savings ‘be mcreased and - ehanneled mt a-'
capital market-open to the public. P

* - Acknowledging the . urgency - of - our. edueatlonal-

problems the Association endeavours tombe of v
# With the firm. bellef that Turkey must havea balanced .
deve]opment in a settlng of soclal seeunty, and that
capital, labour and enterpnse are complementary -
essential elements, it contributes to the development
of employer-employee relations in order to cause the:

* most profitable and beneﬁclal lmpact on'the’ ovenﬂt*

i'J

- deveIOpment of the countiy:" Vo D

_* Engages in.activities to channel mvestmentsf towakd -

prioritiesof publicinterest:and toward those producfive _
sreas that give impetus in exports and earn foreign
exchange, and which contribute to development
plans. Cooperates with pnvate and piiblic otganizations
which are concerned w1th industrial developmem
Provides. guidahce -and’ counsel 'in order °
commercial and' ‘indusirial enterpnses ‘of ‘l'urkev
as associate member Of" the Eurdpean Economm_
Community can bu1ld up competitlve' power “hoth
in and outside the Communlty.
*With a view stimulating the Turkish economy, takes
. the mltlatlve in iearmng and eva]uatmg the pomts of
view avarlable to be used by, the relevant govetnment
ot‘f:ces engages in guldance actmtles -in . the
reoganization of the mduetrldl structure .
* Makes use of such publicity media as radio and TV,
newspaper, books and brochures to promulgdte ll\




L Delwer ng'mformatlon

objectives and activities; arranges meetings, courses,
seminars, lectures and conventions;

Cooperates. with domestic and foregin private and
public institutions, chambers of commerce and
industry, stock -markets, professional associations,
foundations or sets up new ligison with' them or
establishes orga‘nizations undeyr its spo_nsorship.

WHAT TUSIAD DOES: .- & '~ °

" Ever since TUSiAD s foundation in 1971 rt has been a

fundamental tenet that the public should share the

: Xnowledge- developed by the organization's work. It is to

everyone's advantage that the public, as well as

management, understands,how the.business institutions
work in market: econorme‘s Jand' it ‘has been: TUSIAD's
_special mission to further this understanding- among

all groups. To do this effectively requires that TUSIAD
be independent,-as it is and it draws its financial support

fromr:many - divers sources. It studies-economics and-

busmess ‘not a-spokésman for, but it advocates generally

+"free-.enterprise'’ concept..Its: publlshed research
presents’ facts; users of -these facts ‘develop their own
conclusions as to how' to apply them. TUSIAD
conferences: prowde opportunltles for pdl‘tlclpal‘lts to

<hare ther’ experlences ‘with' each other and with other
vlements of sociéty, and for society to feed its réactions

and opinions back to "free enterprise’’. TUSIAD views
husmess economlcs .and society through a w1de angle
leps; focusmg( its .examinations .primarily on questlon\

Cof nat:onal and mternatlonal srgnlfrcance

Thls et'fort lS supported by a t‘ull-tnne staff in the-

lstanbul headquarters The staff is engaged in producing
mformatron through research or commumcatmg
mformatlon through publlcatlons meetlngs media

releases, and other channels

test. pari ¢ its . mcome s from annudl
suhscnptwns\ “by _its, Associate .members and . their
organizations,. And this is-a larger sense.in which to view
the 'charitable" nature; .of TUSIAD!s work, Its

- certificate’~of ' incorporation . states - that TUSIAD's

findamental purpose is “'to- promote “public welfare"
it:pledges-TUSIAD to carry én*its’'work in the open-
.mmd’ed"and strarg!it forward splrlt which charactenzes

Publications, meetings and news releases are the prrmar}

means-by which TYSIAD shares busmess and economle’ -

mtelllgence wrth its:various. audlences et

T O

I‘USiAD regularly releases a great vanety ot‘ statlstlc.rl
serres .angd. analyses .desctibing. -what. is. happening
in- sgnlfrqant segments of .the economy.: They are

" 6f special valueto Parllament and ministersgovernment
officials and prwate sector executives, economists
dnd other professronals in both the publrc and private
sectors, and to the news medla

"I‘USlAD dellvers publlshed research and 1nformdt|on
“ina varlety of forms - from smgle sheet tables,
‘¢haris or texts to major “studies runmng to several

~.hundred pages: Theflow of this matérial is continuous

‘throughout the year, with TUSIAD distributing
.roughly 209, 000 publrshed ltems annually to members

!’

and Associates and others in the ‘country and around
the world.

TUSiAD reports are for lay audiences and considerable
effort is devoted to making them clear, concise and
objective,

,Among TUSIAD economlc series and reports are:

GURUS :

A monthly review of economic topics.

‘In- the best contemporary journalistic tradition, the
professionally edited monthly magazine, GORUS
carties articles by researchers from ‘many fields of
efideavour This.is a publicationoffactual presentation.
Every month 5.000 copies are printed for country-
wide distribution.

"Conjoncture’' Reports )

- TUSIAD economists carefully study the economic
conjoncture within Tarkey aswellas thernternatlonally
and publishes 3 conjoncture reports. Throughout
the years, these reports have had a wide distribution,

Sector studies
-TUSIAD also publishes various sector stuches which
examine hoth the bottlenecks and the opportunities
eXisting in different sectors of the economy.

Uccasional Papers. on” Current Economic Insues
As soon as an economic issue gains importance in
the public opinion, TUSIAD publishes a thorough
study on the subject trying to provide the most
updated information. Such occasional papers (usually
ten Gr so per year) are highly welcomed by the
economic media in Turkey

Annual Economice Country Reports (in- Eng]lsh)
'Every-year an English Report is published covering
the social and economic aspects of the development
in Turkey. ‘

Monitoring Government Activities
The Five Year Development Plans, Yearly Eeonomlc

programme and the State Budget, which have enormous
influence on the state of the 'i‘urklsh economy,. are-

throughly_examined by TUSIAD in every stages of . -

t heir development Each year, TUSIAD prepares and
publrshes highly researched studies presenting different
‘views for the discussion of these doéuments and
setting - out the unofficial oplnlon of the busmess
communrty on these publlc issues.-

Publlc information

in keeping with its responsrhlhty to enhance publlc
understanding of the business and economic, system,
TUSIAD conduets a very active information programme

for news medla in Turkey and" throughout the. world

_Releases are . drafted for most TUSIAD studles,

presenting the major frndmgs in ]anguage and style
which are acceptable to the media and understandable
to fhe general public. They are distributed- regulerly
to editors, writers, columnists and opinion leaders of

‘newspapers, ‘rnagazines,— radio .and television- news

syndicates, and wire services here and.abroad. Members

- of the working press are welcome to anything which

TUSIAD pubhshes and are encouraged to use TUSIAD



."as an information resource when facts and perspectwes
research specialists devote an -

are needed. Senior
. ‘appreciable amonut of time to assisting, news, peop]e
either with interviéews or with background information.

" The Press both in Turkey and abroad, make constant .
use of TUSIAD research and conference addresses as

the factual- basis of news stories, editorial ‘¢comment,

feature artlcles and broadcasts on the course of business

and the economy. This widespread use of TtSTAD work

provides a measure of TUSIAD acceptance as an

objective source of information for the general] public
" as well as for the publlc and the private sectors of
“-husiness and industry, -

" Seminars -
_‘Serninars  are another important means of
. communicating information developed by TUSIAD.
. They are intensive instructional vehicles designed to

‘broaden participants' understanding of specific issues.

- Meetings )
Each year TUSIAD conducts several meetings in various
‘locations around the country.-Each session is atiended
by many ‘members, chief executives of major public

.- and private corporations, university professors, editors .

of the news media, and very often, government officials,
- ‘There is no attempt to reach conclusions or formulate
‘plans of action. Rather, the benefit is in the opportunity
that. the meetings offer all participants to compare
. experiences and to share with peers their opinions
.-on the emerging business social-political issues of the
times.

Speakers are drawn from business, labour, government -
academics, foundations, associations and other sources -

of expertise. Audiences of several hundred are usual,
As with TUSIAD's research, the open conference deal
with forces affecting business and the economy.

. The news media are encouraged to cover open are
" prepared for distribution to members. In addition to
their role as communication vehicles, most of the
TUSIAD meetings generate ideas or prov:de perspectwe
for the research programmes, '

Promot'mg Better Understanding Between A Business
and Government

With the growing need for mvolvemenl: in pubhc pollcy
issues by private sector leaders, TUSIAD carries. on
programmes in order to contribute to professional
- development and communication in this field.

Sharing With Others .

. In ihe broadest sense, information developed hy

TUSIAD belongs to the country, TUSIAD publications

are not copyrighted, and everyone has the right to
. quote from or to reprint this meterial. This is done
in the belief that other respomnsible parties can help
TUSIAD to achieve its mission of c¢reating 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 TUSIAD's ob]ectmty
and scientific methods, - .

. WHERE TUSIAD STANDS
- 'In Turkey, the share of the private sector in the value

‘added “of the manufactunng mdustry s around 70

“percent. THSIAD ' members, through their associate

. compames represent about half of the production and

~

“employment of large manufacturing industry. But also

THSIAD :

“through «-dSSOClate member . companies,
_ represents '@ _major proporiion of the private sector
: bankmg commumty, insurance companies, the .

construction sector and other service sectors, The

_members of TUSIAD are not more than 250 but the .

number of associate compames is about 1000. TUSIAD -
was founded in August 1971 {mder the “Voluntary
Assbciations Law'" of ' Turkey. "'lts--membership is -
voluntary as well, and: ‘candidafes for membership .
in accordance with TUSIAD s by kiw carefully examined
hefore being and eventually accepted by its Board which

- is composed of leadmg Turk:sh lndustriallsts and

businessmen,

Members may oniy be mdmduals therefore companles‘ .

reprefented in TUSIAD through their main.
presidents, chairmen or top managers.

are.
shareholders,

The principal business and professwnal orgamzatlons ' ;_5'3

in Turkey today are:

Chambers of C(;mmerce

Charbers of Industry
‘Commodity Exchanges

" Chambers of Shipping

1t is compulsory for every businessman and company .
to join hisfheir local Chamber (or Chambers).

These Chambers are all -affiliated to The Union of -

Chambers of Commerce, Indusiry and Shlppmg and.
Commodlty Exchange of Turkey

Tradesmen's Associations

" Craftsmen's Associations

Tradesmen's Craftsmen's Associations.

Everyone with a c¢ommercial; industrial or profe'ssinnall _ i

activity ‘must join his or ‘her’ appropriate association
and all these associations are in turn members of, The
Turkish Confederation of Tradesmen and Craftsmen.

Chambers of Agnculture '

Although membership is not compulsory these
Chambers are representatwes of farmers country-wide
and they are affiliated to The Turkish Union of
Chambers of Agnculture

Employer Associations % 7
Federations of Employers' Associations
Membership of these bodies is not compulsory for .
employers but their confederation, The Turkish
Confederation - of : Employers” Associations, is for
employers the nationally :-recognised representative
body in so far. as . collective bargalmng and labour
relatlons etc, are concerned :

The Free Enterpnse Counc:l has the partlclpatlon of

The Union of Chambers of Commerce, Industry -
Shipping and Produce Exchanges of ~Turkey, The

Turkish- Confederation of Employers' Associations,

The Turkish Confederation of Tradesmen-Crafismen,

The Turkish Union of Chambers of Industry, and
T{USIAD. The Council is thus in a position-to represent
free enterprise in the broadest possible sense.
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TUSIAD -
H|gh Advisory Council |
Honorary Presndents '

_‘Venhbl Ko¢ . o | Dr. Nejat.F. ECZACIBASI

... Honorary Chalrman C - ..~ Chairman of the Board
Kog¢ Holding Co., Inc. - - Eczacibas1 Holding Co., Inc.
-+ Chairman
Sakip SABANCI )
. - .« . . Chdirman of the Board .= _
= . w.. - . Sabanca Holding Co., Inc.

Viee Chairman _ Vice Chairman Vice Chairman

Feyyaz BERKER = = . Melih GZAKAT . Sahap KOCATOPCU

Chairman of the Board ©~ ~ Chairman of the Board Member of the Board -

Chief Executive Officer Ozakat Group of - Ko¢ Holding Co., Inc.

Tekfen Holding Co.,Inc.~ * Companies
"BOARD OF DIRECTORS

(.haarman . o 7 Member .
~ Gmer DINGKOK Halis KOMILi )
- 4,;Chairman.of the Board - . . . Chairnian of the Board
“an - - -Aksu Group of Companies . Komili Yag-Sabun GIlserm San. A. S
- Vice Chairman ~© * - Mem_ber 7
' Fahir ILKEL _ - AliNIZAMOGLU
) Vice Chalrman Board of Dll‘ELt()h General Coordinator
L 'Kog Holdmg Co., Inc T Ercan Holding Co., Inc.
b ' : 'Vtce C‘hazrman . \ . . . Member -
Cem BOYNER Haluk OZSARUHAN
President Executive Commlttee . Chairman
. Altmylldlz.Group of Compames Metag
B - | ,-i.-‘-:-‘-Member L ‘. | . Member
;=Tiienv. Biilent ECZACIBASI o -7 Giler SABANCI ,
T Genen:al Manager - : . General Manager
L Eczacrbam Holdmg Co. Inc - .- Kordsa Kord Bezi San. A 5
Member o - N Member .
Bahri ERSOZ. =~ - - " Selguk YASAR
. General Manager L " Chairman of the Board
) Rabak S T Yasar Holding Co Inc.
‘ f A T Member =
"/ Ertugrul fhsan OZOL

" Secretary Géneral of
TUSIAD

i



LIST OF MEMBERS OF TURKISH INDUSTRIALISTS' AND
BUSINESSMEN 'S ASSOCIATION -

Eli ACIMAN -

Hayri ADANALI .
Yilmaz ADIGUZEL - *
Necati AKGAGLILAR
Oner AKGERMAN

" Haydar AKIN
Nuri AKIN
‘Riisti AKIN.

Vaoral AKIS]K

Halik AKSUYEK
“Yildinm AKTURK
Ishak ALATON
Erdegan ALEMDAR
Sedat ALOGLU o
Exdem ALP - .

" Afilla Tamer ALRTEKIN
Tayfur ALTAY ‘
Tevfik ALTINOK

. Sadi ARAL
Sener ARAL .

‘Pinar ARAN o
Samim ARDUMAN
Necati ARIKAN
 Oktay ATASU
Cemal ATAY .
Okan BAHAR
Pekin BARAN |
Mehmet BASER
Ahmet BAYRAKTAR

Hiiseyin BAYRAKTAR

Hamit Belig BELLI
Haluk BERDAN.
Feyyaz BERKER .
Fuat BEZMEN
‘Halil BEZMEN = -~
Alber BILEN
Din¢ BILGIN
Diler BILGIN
Ahmet BINBIR
' Necmettm BITLIS

ibrahim BODUR
Ahmet Aydin BOLAK
Cem BOYNER
Osman BOYNER .
Fred BURLA ~ .
E§ref CERRAHOGLU
Ali Riza’ CARMIKLI

_ Orhan CARMIKLI,

- " Melih CELET -
Mehmet CELET
Fahir CELIKBAS
.Hulusi CETINGGLU
Ustiin CEVIK™ . .
O, Cavit CITAK
Ozer CILLER _
Nuri COLAKOGLU
Biillent CORAPCI,
Oguz DAGDELEN
Rasin DEMiRSOY

' Hasan, bENiZKURDL‘

- Sakir ECZACIBASI

" Orhan EKINCI -

" Ekrem ELGINKAN
Murat ERCAN "
‘Teviik ERCAN
fhsan EREZ"

- Muzaffer GAZIOGLU .

" Al GOMEC
"Haluk GONENCER
* Emre GONENSAY

- Asaf GUNERI -
- Fikret GUREL

' Kemal HARACCI

" Hieri HAZNEDAROGLU

Omer DINCKOK . -

Raif DINCKOK
Aydin DOGAN -
Vedat DURUSEL .
Aydin DUNDAR
Faruk V. EBUBEKIR
Biilent,. ECZACIBAS]
Nejat F.’/ECZACIBASI

Sabit Selim EDES
Serif EGELI

Unver EGRIKAVUK
Mustafa EKINCi

Ugur EKSIOCLU

Zekai EREZ. = -
Yiiksel ERIMTAN

Tugrul ERKIN®
Miimin ERKUNT

Bahd ERSOZ

Sinasi ERTAN

Exsin F ARALYALI

i. Sevki FIGEN -

Uzeyir GARIH

Saban GAZIOGLU
Sadi GOCDUN '
Necmettin GOKCE
Nihat GOKYICIT

Erdogan GONUL

Sadi GUCUM

Tahir GULER

Hasan GULESCi’ \
Burhan GUNERGUN T

Oguz GURSEL
Nuri GUVEN ~ ~
Cem HAKKO
Vitali TAKKO.

Sezen HARACCI
Kadir HASOGLU
Ahmet HATTAT =~
Mehmet HATTAT -

Mehmet HUNJ"URK o e
Kemal ILICAK .

N Turgut I$IK -

Fahir- ILKEL . S
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STUDIES CONDUCTED 1980 to 1987 (in Turklsh)

— Turkrsh Contractors Abroad
. May 1980, 56 pages
— Problems Related to Populatlon and F ood
July 1980, 26 pages
— Turkish Agriculture and Its Problems
April 1981, 79 pages
— Report on Turkish Exports
August 1981, 54.pages
— Report on Foreign Aid
. December 1981, 50 pages
-— Report on State Economic Enterpnses h
May 1982, 114 pages
.~ Report on Financial Intermediaries -
December 1982, 54 pages
- — Report on Public Bureaucracy
October 1983, 54 pages '
- An Econometric Model for Turkey ]965 l9m
. November 1984, 77 pages
— Deévelopmentsin F orelgn Exchange Posrtm n
April 1986, 20 pages
~ — Report on Mllk and Milk Products Industry
May 1986, 30 pages )
"— Report on Meat and Meat Products Industry
June 1986, 30 pages )
_ Privatization i :
May 1986, 85 pages ’ ST
— Inflation in Turkey and Condltlons for
- Economic Stability .
June 1986, 45 pages A
— Turkey's Foreign Trade - Import and Export.
Problems and TUSIAD' 's Recommendaﬁons
for Their Solution . °
— A Study on Turkey § Socm-Economlc Pr10r1t1e\
o Household Incomes, Expendltures and meg
‘Standards (Four volumes)

Cm

.

" Volume I: Sociologic and Demogr'rpmc Strucuue\

Methodology and Appllcatrons
December 1986, 57 pages

Volume II I-Iousehold Incomes Expendrtures and
Living Standards in Turkey. T
December 1986, 41 pages, -
Volume III: Socro-Economrc Needs of Turklsh
People -
December 1986, 39 pages.
" Volume IV : Socio-Economic Expectatlons and
Transformations
December 1986, 29 pages. _

— Traffic Safety Problem in Turkey
January 1987, 51 pages.

~ Report on Agro-Industry n Turkey
~January 1987, 31 pages. :

~ Commodity Markets at.the Begmnmg of 1987
January 1987, 45 pages .

— Liberal Solution o
February 1987, 112 pages -

_ — The Short-term Econometric Model for Turkey

April 1987, 295 pages -

- European Commumty and Problem of Turkey s

_ Full Membership .

April 1987, 176 pages
- Market Economy and Its Appllcatlon in Turkey

May 1987, 33 pages -
— Domestic Borrowing

‘May 1987, 49 pages .

- -

TUSIAD'S INTERNATIONAL RELATIONS S
Nn:1 - S

\ketmg Between TUSIAD 'md French Natlonal

Employers Council in Paris.
Apnl 1986 168 pages.
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