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v
In 1983

Principally because of negative growth in the agricultural sector,
the GNP rise rate fell from 4.1 percent in 1981 and 4.6 percent in
1982 to only 3.2 percent; given that the population growth rate is
some 2.2 percent, per capita GNP rose by a bare 1 percent. The low
growth in per capita incomes unfavourably affected savings, consump-
tion and aggregate demand and has continued to do so in the first
half of 1984, especially in so far as agricultural income is concerned.

Private savings stagnated at around 9 percent of GNP, while public
savings fell from 8.9 to only 8 percent, meaning that total domestic
savings fell from 18.2 percent of GNP in 1982 to 17.1 percent. In
spite of marginal improvements since the turn of the year, 1984 is
being unfavourably affected and total domestic savings are unlikely
to exceed 18.5 percent of GNP. A

At around 18.5 percent of GNP, fixed capital investment failed to
improve and, in real terms, fell back quite gsubstantially. This is
bound to have a negative effect on 1984 investment prospects.

Within the total, private fixed capital investments remained around
40 percent, whereas it was regularly of the order of 50 percent
during the period 1970-1979. On the basis of occupancy permits,

the volume of new building remained unchanged as compared with
1882, .

Non-agricultural employment increased by 176 thousand but the labour
supply incieased by triple this number.

The note issue increased by 34.6 percent, which was below the
December-on-December inflation rate of 40.9 percent. Even 50,
sharp increases in the note issue in July and October continued
to exert an inflationary effect in the first half of 1984.

Central Bank credits extended to the private sector increased from
34.5 percent of the total in 1982 to 47.3 percent. But wheh it is
faced with the necessity of limiting its credit stock. the Central
Bank invariably cuts back on its private sector facilities; this
is precisely what happened in the first half of 1984.

Total bank credits increased at less than the inflation rate and
the shortage of credit continued in the first half of 1984.

Total bank deposits were influenced by the trend towards negative
interest rates as a result of accelerating inflation and increased
much more slowly than in 1982 by 30.6 percent as against 56.2 percent.
In real terms, deposits dropped by 7.6 percent, compared with a rise
of 23.6 percent in 1982. As a result of the increase in interest
rates introduced at the end of the year, total deposits recorded

a 9.45 percent increase in the first four months of 1984, which
compares favourably with the 4.6 percent fall in deposits in the
corresponding period of 1983. In real terms, there was a fall of

8 percent and, as has. been observed so far, the impact of the
current interest policy has been less effective in inducing an
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SummMARY AND CONCLUSIONS

As has been indicated in previous TUSIAD reports, the economic

policy reforms introduced in 1980 had very satisfactory results
in the 1980-1982 period, especially in so far as the reduction

of the rate of inflation and the improvement of the balance of

payments position were concerned. ‘ ‘

Despite the prolonged recession in the OECD countries, Turkish
exports of goods and services  expanded rapidly, narrowing the
current account deficit to around $ 1 billion in 1982. The inflation
rate was reduced from over one-hundred percent to some 25 per-
cent and, all in all, considerable progress was made towards

the goal of giving Turkey an outward oriented free market economy.

The achievements of the three years to 1983 resulted in Turkey's
regaining its credit-worthiness and the country began to tap the
international money market in order to offset development costs
and the big foreign debt servicing commitments of the 1980's.

‘Irn 1983, however, with general elections and the return to parliamen-
tary rule due in November, the government allowed c¢f ‘the rather

moke relaxed application of the 1980 austerity measures and,
‘inevitably, the speed of adjustment was slowed. The effects of a

less tightly controlled money supply were exacerbated by a 'sharp.
reduction in agricultural output and a rise in domestic demand,

by a total lack of improvement in export earnings as a result of
difficult economic conditions in Middle East markets and a reduction
~in the supply of export credits, and by serious difficulties in

the financial sector. : )

Public sector funds were diverted to the support of the several
major broker houses, of a number of manufacturing companies and
‘0of the three banks which failed during the year and investment
failed to show any improvement. '

These and other factors resulted in a sharp increase in the inf-
lation rate during the second half of the year and althoeugh currency
reserves increased to circa $ 2 billion for the first time in a
decade, the balance of payments current account deficit rose by
almost $ 1,000 to over § 2,100 million.

At best, therefore, Turkey may be said to have marked time in
1983 and many of. the developments which took place continue to
affect the economy now, mid-way through 1984. Any assessment of
the position today and of the prospects for the future must take
these developments into account so it is appropriate to summarise
them, briefly, here: ' :
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inflow of fresh funds into the banking system than was the case
in 1981-82. On the other hand, it has been successful in altering
the structure of bank deposits in favour of longer-term holdings.

Exports fell by 0.3 percent, after having soared rapidly in 1981
and risen by 22 percent in 1982. However, in the first five months
of 1984, export revenue showed an improvement of 32.7 percent.

- Workers' remittances fell by 28 percent to a total of only $ 1.5
billion and because of labour conditions in Western Europe, exchange
rate variations and other factors it is unlikely that there will be
any substantial improvement in 1984.

The percentage ratio of exports plus workers' remittances to imports
fell from 89.7 percent in 1982 to 78.9 percent; but Turkish cont-
ractors abroad remitted $ 233 million, only $ 50 million less than
net earnings from tourism and traveljwhich showed a rise of 8.5
percent over 1982.

The tax burden was further reduced, from an already low 17.9 per-
cent in 1982 to 16.8 percent.

Inflation climbed from 25.2 percent in 1982 to 30.6 percent but
this average annual rate is misleading since it does not reflect
the acceleration in inflation which began in August, mainly due
to rapid increases in focd prices; this sharp change in the terms
of trade in favour of food and fodder prices has continued. The
December-on-December rate of inflation was 40.9 percent and the
May 1983-on-May 1984 rise was of no less than 59.3 percent.

Many of the prcblems created or aggravated by developments in
1983 not only remain but have grown in size and importance in
the first half of the current year.

The problem of financing ccntinues to exert unfavourable effects

on the private as well as the public sector and it is unfortunate
that the crux of the problem is still being overlooked. Efforts

to resolve the problem are concentrated on legislative control of
the banking sector and the capital market whereas it is simply a
question of insufficient funds being available. It 'is true that
borrowings abroad have increased and that the private sector is
being urged to take greater advantage of Turkey's regained cre-
ditability in the international market. But, at the same time,

the government does not appear to be convinced that, at home,
changing the rules for bond issues or providing for the establishment
of a wider-based stock exchange will not expand the capital market.
More legislation can only mean more bureaucracy and, consequently,
greater difficulty in operating the capital market. '

The banking sector's units costs are still far too high and this
crgates an unacceptably wide margin between the interest rates
paid on deposits and those charged on credits granted. Investment,
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production and the use of existing capacity would all benefit

enormously from lower interest rates. It is unfortunate that,

as already mentioned, the sharp upward trend in the inflation

rate has been allowed to result in increased rates of interest
on deposits - which can only .-force the public sector to offer

a better yield on its securities. : '

( In point of fact, the public sector continues to be the main

. source of domestically generated inflation. The State Economic

. Enterprises, as a whole, have succeeded in earning a profit since
} the end of deficit financing in 1980 but their inefficiency is
rimplicitly reflected in the price increases which they continue
‘to make. These increases make a direct contribution to inflation

" at their origin and an indirect contribution through the price
rises forced upon those in the private sector who use SEE products
as industrial inputs. The government has lately made yet another
attempt to reform the State Economic Enterprises but no government
to date has tackled the basic problem of inefficiency, stemming

. from over-manning, (in many cases) antiquated production methods,

“.and mismanagement.

The Fifth Five Year Development Plan, covering the half-decade
1985-1989, contains targets of the utmost importance to the
private sector. It foresees an average annual GDP growth rate

of 6.3 percent, with sectoral growths of 3.6 percent in agricul-
ture, 7.5 percent in industry and 6.5 percent in services. The
GNP is expected to grow at the same 6.3 percent average rate,
starting at 5.5 percent in 1985 and gradually accelerating to 7
percent in 1989; but not even this latter growth rate will bring
about any sizeable reduction in the vast numbers of unemployed.

Achievement of these relatively high rates of growth will, the planners
reckon, involve an 8.5 percent average annual rise in the volume
of investment, with the bias on the private sector. The sector's
target is an average annual increase of 10.85 percent, as against
the public sector's 6.77 percent increase. The private sector's
share of total investment is programmed to rise from 43 percent

in 1984 to 46.8 percent in 1989. The private sector is also expec-— .
ted to increase its savings by an average of 10,73 percent during
the Fifth Plan period, as against the public sector's target of

an 8.17 percent average increase. The distribution of investments
as between the main sectors of the econcdmy indicates increased
weight for agriculture, mining and transportation and other ser-
vices and a relative decrease in investment in the manufacturing
industry. For the private sector, the new Plan's investment targets
may be summarised as greater emphasis on agriculture and mining
less attention to housing and the same weighting for manufacturing
and transportation as during the past five years.

The targets set in the new Plan are not unrealistic, provided

always that the government is prepared to extend its fight against
inflation beyond the present limits of stop-go monetary policies,

that further steps are taken to bring stability to Turkey's financial
institutions,; that productivity can be increased, that a more effective -
but less complicated - incentive system is provided for both investors
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and exporters and that a more dynamic and more individual approach
is made to increasing foreign capital investment. For this latter,
both the opportunities and the incéntives already exist but they
need to be promoted far more actively than at present.

Of course, the major barrier to Turkey's more rapid economic deve-
lopment remains the inadequacy of foreign exchange revenue, in par-
ticular of export earnings. At the same time, it is often forgotten
‘that the massive incredse in exports during 1981 and 1982 was
achieved during the course of one of the most stagnant periods ih
the world economy.

Principally as a result of the lack of growth in exports, the 1983
foreign trade deficit rose to $-3.5 billion but it is satisfactory
to be able to record that this trend was reversed during the first
months of 1984. A sharp rise in exports was accompanied by a slower
rate of growth in imports and, at the same time, both the export/
import ratio and the percentage of manufactured and processed goods
withia total exports increased to a marked extent. Since the turn
of the year, new agreements have been signed to augment the inflow
of foreign exchange credits, economic and trading relations with
neighbonring countries have improved and private foreign. capital
has begui to pay greater attention to the fresh opportunities offered
with the revision of the legislation governing foreign investment.

In particular, still more foreign financial institutions have shown
an interest in Turkey - and, since 1979 no less than six more foreign
banks have opened branches in Turkey, several other ‘applications

are pending and the number of banks with representative offices in
Turkey has risen, too. (It must also be said that Turkish banks are
quite rapidly expanding their branch/representative office networks
abroad - and the restrictions on Turkish investment abroad have bheen
eased to a marked extent). '

Despite all these positive developments, a periodical analysis of
the balance of payments is sufficient to indicate the weaknesses
in the situation. The foreign trade deficit, although smaller,
continues to be an area of concern. As a result of the steady
decline in workers' remittances, the surplus on invisibles is far
from-sufficient to bring the current account balance "into the

black'.Foreign debt servicing commitments have risen:beyond previous
levels and have not yet peaked.

In spite of improved exports, the April and May returns indicate
that the rate of growth has slowed since the first quarter; ficti-
tious exports became a major issue in the first half of the year.
Most exporters, as well ‘as the authorities, tend to believe that
fictitious (basically, export invoices which have been exaggerated
in value in order to claim higher rates of drawback) exports rep-
resent only a minute portion of total exports but the problem is

not so much the amounts involved as the negative effects on legitimate
transactions which such activities bring in their wake.:

To some extent at least, the steady decline in workers' remittances
can be explained by the use of the workers' funds to finance ficti-
Fious exports; that is to say that some currency is merely coming
.in under a different heading of the balance of rayments account.
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It is appropriate to point out here that the external value of the

Lira is being determined far more realistically in 1984 than in 1983

and the difference between official and free market exchange rates

igs far less. This development must have been a factor in the increase

in fictitious exports since high rates of drawback remained in force.
The government should have reduced -.and ultimately abandoned = the
high rates of drawback in parallel with the move of exchange rates
towards equilibrium. High rates of drawback together with near-equilibrium
in official and unofficial exchange rates are bound to encourage
fictitious exports and the windfall gains they bring.

Another export trade issue is the artificial and quite arbitrary
division of exporters as between '"large' and "other'" concerns.

Apart from the better fiscal and drawback concessions granted

to the major companies, only those whose 1983 export turnover

exceeded $ 50 million may now trade with the Comecon and other
countries with centrally planned economies, This restriction has
aroused widespread complaints and criticism and a number of difficulties
have already arisen as regards inter-company transactions.

The most important lesson to be learned from these developments is
that it is counter-productive to create an over-complex system of
export promotion and incentives. The initial mistakes were made
yvears ago and at this stage it will be both difficult and time-
consuming to modify the system and introduce a more simple and
realistic scheme. As a matter of principle, it is undoubtedly
better to promote exports on a wholly equitable basis, with a
realistic exchange rate, and thereafter to provide simple and
rational facilities and incentives to those export sectors which

face particularly stiff, and often unfair, competition in inter-
national markets. :

Another areas of concern in so far as foreign economic relations
are concerned is the high level of tariffs .and other levies on
imports. Although the present government has shown flexibility
when profiteering and other circumstances have made it necessary,
high tariffs and othcr charges on imports are a form of protec-
tionism which encouragés domestic producers to increase their
prices instead of having to compete on equal, or at least near-
equal, terms with foreign suppliers. Since the turn of the year,
prohibitions and restrictions on a wide range of imports have been
lifted but financial barriers have, in many cases, been raised in
their place. Of course, the urgent need for increased government
revenues is appreciated but the high burden of charges on imports
cannot but run counter to the efforts being made to give Turkey an
outwardly oriented free market economy.

The fact that changes in foreign investment policy have not yet

brought the desired results has already heen mentioned. Many would- \
be foreign investors seem to prefer to delay taking action ‘
until the balance of payments situation has further improved. Since C%
1979, the foreign capital "stock" has nonetheless increased from

$ 228 million to $ 932 million (-end-1983 total; investments under

Law No., 6224 only). Very few of the 185 firms and opmpanies concerned
regret their decision to invest in Turkey.




IX

Turkey is now entering a critical period in so far as its burden
of foreign debt servicing is concerned. The usually ultra-conser-
vative attitude towards external horrowing changed radically in
1975 when, because of the urgent need to overcome new foreign ex-
change shortages, successive governments had recourse to short-
term credits in one form or another. In 1977, short-term debts
accounted for more than half the total foreign debt. In the
following year, three problems emerged simultaneously:- the need

to limit the increase in the volume of short-term borrowing; the
need to arrange debt relief, commitment roll-overs; and the
necessity of obtaining new, long-term loans. It may be said that
1979 marked the turning point in so far as Turkey's foreign debt
problems were concerned. Two major re-scheduling arrangements were
made, important debt relief was obtained and, with new commitments
and pledges, a substantial volume of medium-and long-term credits
were secured. With the support of the IMF, the economic stabiliza-
tion programme which was put' into effect in 1980 brought positive
results and further debt relief and medium-and long-term facilities
were obtained. The government which assumed power in September 1980
was determined from the outset to pursue the January 1980 programme
of structural adjustment and debt servicing commitments were
meticulously met. Today's government has as its main goal . the
attainment of an outwardly oriented free market economy and not
only has Turkey's credit-worthiness been restored but there is
growing confidence abroad in Turkey's econcmic future.

At the same time, the importance of the debt serviecing burden must
not be under-estimated and it should be borne in mind that the new
credits now being obtained are mostly of medium-term duration.

In summary, although there could be some unfavourable developments
during the second half of the year, no serious balance of payments
problems will have to be faced in 1984. But, in the longer term,
current account stability will not be achieved unless a new approach
is made to several issues. '

In the first place, definite steps must be taken to create the right
environment for a truly unrestricted foreign exchange market. It
may be appropriate to give the banking sector additional respon-
sibilities which would allow the banks to create some form of
consortium for free trading in foreign currency. This would be

one way of overcoming complaints about the daily-fixed foreign’
exchange rates and the arguments of the two schools of thought

about the Lira's value; those who consider it to be under-valued

and those who believe it to be over-valued. In one way or another,
the -exchange rate must be determined in a free market, rather than
within fixed margins of the daily rate announced by the Central

Bank. The costs of floating the Lira could initially be large and
due to the lack of an efficient and unrestricted capital markets,
foreign exchange markets would not be able to efficiently stabilize
exchange rate fluctuations. Especially because of the current
large and variable differential between the domestic rate of inflation
and the rates prevailing in Turkey's major trading partner countries,
it would be an appropriate course of action for the authorities to
intervene from time to time, in the international foreign exchange
market and iron out short-run fluctuations in the external value of the



Lira for longer-run stability.

Balance of payments projections must be prepared for the medium-
and long-term as well as, as at present, for the short-term. Without
such longer term forecasts it will become increasingly difficult

to establish export, import, foreign credit and other related
policies.

The two basic rules of a market economy are, first, that there be
free competition, without restrictions or obstacles, and, second,
that all income-earning units in productive sectors should fulfil
their obligations to the State - that is to say, that they should
pay their taxes.

Whilst in most Western countries, the present tax burden is of the
order of 25 to 30 percent (40 percent in Sweden), in Turkey this
ratio has not exeeded 20 percent since 1971 and, most recently,

in 1983, .it was 16.8 percent.

Besides providing the State with relatively lower tax revenues,

the fiscal system has also been less equitable:while the tax burden of
certain groups and sectors regularly increased that of others

- constantly declined. Although horizontal equity is an important
principle of the fiscal system, it has not been properly applied.

The agricultural sector and capital incomes have benefited from

tax exemptions whilst, over the years, income tax has tended to
become a ''wage'" or "employees' tax. Uninvoiced sales in trade and
industry should be stopped altogether and all profits on retail sales,
speculative transactions, agricultural revenues and rents should

be properly taxed. This would not only make taxation generally

more equitable but it would increase tax revenues. The Value-Added
Tax which is to be introduced in 1985, is to be collected at all
stages of productionf/consumption and should go far to overcoming

the disadvantages of the present system. It will prevent double
taxation, it will create a system of auto-control and it will be

a relatively low rate tax. The new tax will depend for its success

to no little extent upon the efficiency with which both tax collectors
and tax payers are properly informed about their responsibilities

and upon how the increased burden on tax offices is handled.

The tax rebate system introduced in 1984 is applicable to wage
earners and pensioners and as yet covers only a limited range of
consumer goods and services. However, for the consumeyr, the system
Creates a conscious consumption pattern and the power te control
suppliers; for the State, the more effective control of taxpayers,
through invoices issued by them, should mean increased tax revenue.

The inefficiency of the fiscal system has been a by no means unim-
portant factor in so far as the high rate of inflation is concerned
and inflation itself has become one of the main reasons for
deterioration in the efficiency of the fiscal system.

There is an urgent need for the adoption of fewer but more equitable
and efficient taxes; taxes which can be properly managed and collected.




XI

The experience of the past few years has shown that the size of the
General Budget and the composition of expenditures have an important
bearing on the determination of the rate of inflation. The roots of
the inflationary spiral seem to be seated in the public sector, 1in
the form of unproductive Budget transfers, subsidies and, especially,
large Budget deficits. That is to say that, in spite of the tight
money policy, the government continues to borrow to an excessive
degree while. the private sector's borrowing is strictly limited.

At the same time, the benefit/cost ratio of public investment
projects is generally lower than for comparable private sector
ventures,

Undoubtedly, a drastic reduction in government expenditure by means
of more efficient budgetary controls would, along with improved
Budget revenues, lead to a state of balance in the public sector
and a reduction in the rate of inflation.

Some sectors of the economy may be said to have fully adapted
themselves to the principles of a market economy; others are
lagging far behind. Considerable progress has been made in the
adjustment of stock market and foreign exchange and foreign trade
regulations but the full benefits of these adjustments are not yet
being enjoyed. ‘

The stagnation in direct new investment is a serious problem and
there is no doubt that it stems from ambiguous developments in
both resource allocation and the use of resources. As a result,
potential investors are unsure about future prospects and are
. therefore reluctant to invest. It is unfortunate that the State
Cﬁ\ i Planning Organisation has not yet carried out the studies in depth
of each sector which would define industrialisation strategies and
‘ pinpoint problem aspects of resources, technology and management.
\ Under the new market economy system without such studies, the

\pyivate sector is unable to plan ahead with any degree of assurance. '
= A

The proposed new investment and export incentive schemes must be
decentralised, automatic and informative, Decentralised in that
it must no longer be necessary to visit Ankara to complete for-
malities; with the establishment of provincial, or even regional
promotion centres, most problems would be overcome much more quickly
and at an early stage. Automatic in the sense that documentation
3 must be drastically reduced and a single permit needed to cover

Cj\ all the concessions and so on granted for each project; and
informative in that there must be a continuous flow of information
between investors and bureaucrats.

t is an expected development that some firms in the economy fail
to adjust their structure to ever-changing conditions of the market
economy easily and rapidly and that their revenues decline from
time to time according to conjectural developments. In such situations
- immediate government rescue operations may not necessarily be
warranted. Nevertheless, in cases where the immediate closing-down
of a firm may mean the loss of many jobs, such rescue operations are

Justified on the grounds that time is needed to gradually shift
the workforce to other jobs.
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Another case for government intervention is when it is
essential to the technological renovation in a vitally
important industry.

But in any case government's rescue operations must not be used as
& means to increase the incomes and wages of employers and employees. 4

For this reason,. it is imperative to develop and apply an objective /$\
criteria for rescue operations. Above all, rescue operations must tj
not beviewed as_. long-term and must be carried out within the

principles of a market economy.Namely, a rescue operation must not
mean rewarding a mismanaged firm and in order to secure transparency
every effort must be made to ensure that private financial insti-
‘tutions; also, participate in such operations. Public must constantly
be informed about the reasons, results and costs of any rescue operation\
Only a few of the problems which remain in the way of the govern-
ment's objective of giving Turkey a truly free market economy have
been mentioned here. There is no doubt that these problems will
eventually be resolved and the government's objective achieved;

But the process would be expedited if the government were to pay
greater attention to cost and benefit considerations in its Budgetary
processes and in its allocations of resources and were also to be
better attuned to day-to-day developments in the timing and tailoring
of its policy decisions.
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TURKISH ECONOMY AT 1983






CHAPTER I

NATIONAL AcCOUNTS, INVESTMENTS, PUBLIC FINANCE
PRODUCTION, EMPLOYMENT | |

Negative growth in agriculture and mining was mainly responsible
for reducing real GNP growth from 4.6 percent in 1982 to 3.2 per-

- cent last year. Also at constant prices, tlere was little change

in the main sectors! GNP shares - agriculture 21.4 percent, industry
'26.4 percent and services 52.2 percent. Per capita income rose by
1.1 percent but, at the mid-year éxchange rate, actual 1983 per
capita income was the equivalent: of $ 1,110, - .

The foreign deficit increased. from 2.1 percent to 3.9 percent of
GNP and fixed capital investment was little changed at. 18.5 percent
of GNP, with the public sector accounting for.1l1l percentage points;
shortage of investible funds and the high cost of finance
deterred the private sector., In particular, the housing sector
again failed to attract more than 2.2 percent of GNP. ‘

Consolidated Budget revenue rose from TL: 1,465 billion in fiscal

1982 (10 months) to TL 2,217 billion in.1983 (12 months) and the

tax burden fell from 17.9 percent to 16.8 percent of GNP. Expenditure
was up from TL 1,552 billion to TL 2,270 billion and the deficit.
decreased from TL 87 billion teo TL 53 billion.

In real terms, overall agricultural production fell back by 0.2
percent in 1983, with a relatively poor cereals crop which marked
improvements in output of hazelnuts, oilseeds, pulses and tea
failed to counter-balance. Also in real terms, industrial output
rose by 6.4 percent. ‘ .

1, GNP Performance in 1983

After two successive years of comparatively high Gross National Product
growth rates, 4.1 percent in 1981 and 4.6 percent in 1982, in real
terms, there was an improvement of only 3.2 percent in 1983, This
poorer performance was mainly due to negative growth of 0,2 percent

in the agricultural sector, resultant chiefly from unfavourable
weather conditions, - :



The agricultural sector was also adversely affected by high input

and relatively low support prices. Industry grew at the same rate

as in 1982 but growth in its sub-sectors was quite different;mining
and quarrying. showed negative growth of 2,1 percent as compared with
an improvement of 0.3 percent in 1982; the rate of increase in elec-
tricity, gas and water fell sharply in 1983, from 11,1 percent to
only 2.6 percent; on the other hand, growth in the manufacturing
sub-sector 1mproved from 6.4 percent in 1982 to 7.5 percent last year,

Stagnation in the construction sector continued in 1983, with the
growth rate increasing only fractionally, from 0.5 to 0 € percent,

On the other hand, there was a strong revival in wholesale and retail
trade, growth of 6 2 percent being registered in 1983, as against

an already rather higher than usual 5 percent in 1982 In the trans-
portation and.communications sector, growth remained sluggish,
although, in percentage terms, there was an improvement of 2.8 percent
in 1983, as against 1.9 percent in 1982, The rate of growth in the
flnan01a1 institutions sector was a disappointing 0.5 percent, as
compared with 1.6 percent in 1982, The Gross Domestic Product growth
rate fell from 5 percent in 1982 to only 3.7 percent.

1983 GROSS NATIONAL PRODUCT (GNP)
(1n producers' values at 1968 prices)

- (Million.TL,)
Sectoral Growth Sectoral Growth
1982 Share Rate 1983 Share Rate
‘ Z % Z b4
1)Agricul ture 49,722.3 22.1 6.2 hg,624 .4 21.4 - 0.2
- Agriculture and
Livestock products L7,641.3 21.2 6.7 Lk7,419.3 20.5 - 0.5
- Forestry 1,346.6 0.6 =~ 9.8 1,418.,6 0.6 5.3
- Fishing _ 7344 0.3 7.3 786.5 0.3 7.1
2} Industry 57,471.7 25.6 £.3 61,128.0 26.4 6.4
- Mining and Quarrying 4,080.7 1.8 0.3 3,995.0 1.7 - 2.1
- Manufacturing 48,473.3 21.6 6.4 52,089.4 22.5 7.5
- Electricity.Gas.Mater 4,917.7 2.2 11.1 5,043.6 2.2 2.6
3}Construction _ 13,297.9 5.9 0.5 13,377.7 5.8 0.6
k)Wholesale and Retail
Trade . 30,389.5 13.6 5.0 32,273.6 13.8 6.2
g)Transportation and .
Communications 19,484.9 8.7 1.9 20,030.5 8.6 2.8
6)Financial Institution 7,215.0 3.2 1.6 7,251.1 3.1 0.5
7)0wnership of Dwellings 11,858.6 5.3 2.7 12,190.6 5.3 2.8
8)Business and Personal
Services 11,377.2 g.1 4.8 11,769.7 5.1 3.5
9) (Less) Imputed Bankin
)Services Charge : 3,991.2 1.8 1.6 4.,011.2 1.7 0.5
10)Sectoral Total (1-9) 196,825.9 - 4.8 203,634, 4 - 3.5
11)Government Services 22,521.1 10.0 5.4 23,466.9 101 4,2
12)Total {10+11) 219,347.0 - 4.9 227,101.3 - 3.5
13) Import Duties 4,120.9 1.8 10.4 b,570.1 2.0 10.9
14)GDP in Purchasers’®
Values (12+13) 223,467.9 - 5.0  231,671.4 - 3.7
15)}Net Factor lIncome From
the Rest of the World 1,074.9 0.5 -41.3 121.3 0.1 -88.7
16)GNP in Purchasers' Values
{1h+15) 224,542 .8 100.0 k.6 231,792.7 100.0 3.2

Source: State Institute of Statistics




1983 GROSS NATIONAL PRODUCT (GNP)

(In producers' values at current prices) (Million TL.)
Sectoral Growth Sectoral Growth
1982 Share Rate 1983 Share Rate
% % % 4
Nhgriculture 1,709,725.0 19.5 26,6  2,101,734.8 18.3 22,9
b Agriculture and . :
Livestock Products 1,655,034.3 18.9 26.6 2,021,031,7 17.6 22.1
- Forestry 36,805.3 0.4 22.5 56,253.7 0.5 52.8
- Fishing 17,885.4 0.2 31.1 24 h4g b 0.2 36.7
2} industry ' 2,459,112, 4 28,1 39.0 3,418,454 4 29.7 39.0
= Mining and Quarrying 168,345,1 1.9 31.7 281,794, 2.1 43.6
& Manufacturing 2,079,667.5 23.8 37.7 2,911,307.9 25.3 40,0
- Electricity,Gas and Water 211,099.8 2.4 60,8 265,352, 4 2.3 25,7
3)fonstruction 365,658.4 .2 24.7 458,901.3 4.0 25.5
b)\holesate and Retail Trade 1,402,910.9 16,1 36.4 1,933,211.2 16.8 37.8
5)fransportation and :
' Communications 859,307.9 9.0 34,2 t,154,909.8 10.1 3.4
6)Financial Institution 243,257.1 2.8 24 4 320,612,9 2.8 31.8
7bwnership of Dwellings 380,576.7 by 32.0 505,786.4 4.4 32.9
8)Business and Personal
Services 468,748.8 5.4 33.5 625,076.,5 5.h 33.3
‘9)[Less) Imputed Banking
Services Charge . 121,330.7 1.h 244 159,913.9 1.4 31.8
10)$ectoral Total (1-9) 7,767,966.5 - 33.5 10,358,773.4 - 33.4
11)6overnment Services 686,597.3 7.9 42,7 860,933.0 7.5 25,4
12)Total (10+11) 8,45h,563.8 - 34,2 11,219,706.4 - 32.7
13) Import Duties 165,830.0 1.9 46,5 248,158.0 2.2 49.6
14)6DP in Purchasers' Values
(12+13) '8,620,393.8 - b b 11,467,864 4 - 33.0
15)Net Factor Income From the
Rest of the World 114,659,9 1.3 -18.1 17,378.6 0.2 -84.8

16)&NP in Purchasers' Values '
(14+15) 8,735,053.7 100.0 33.3 FI,QBE,ZQB.O 10C.0 11.5




As net Factor Income from the rest of the world decreased considerably
in 1983, the rate of growth of GNP fell from 4,6 percent in 1982 to
3.2 percent in 1983. :

The annual real GNP growth rates by the main sectors of the economy,
in producers' values at constant (1968) prices, were as follows:

GNP GROWTH BY MAIN ECONOMIC SECTORS
(in producers values at 1968 prices)

ELTI

1977 1978 1979 1980 1982 1983
Agriculture - 1.2 2.8 2.8 1.7 0.1 6.2 =~ 0.2
Industry 7.0 3.4 -4,7  -2.9 9.1 6.3 6.k
' Construction 5.6 b2 h.2 0.8 0.4 0.5 0.6
Services 5.7 3.8 0.4 0.1 1.8 - 3.6 3.6
GDP 4.3 2.8 - 0.9 - 0.7 4.3 5.0 3.7
GNP 3.9 2.9 - 0.4 - 1.1 b1 4.6 3.2

The annual real GNP growth rates in agriculture, indﬁstry
at factor cost and at constant 1968 prices, were as under:

GNP GROWTH BY MAIN ECONOMIC SECTORS
{at factor cost 1968 prices)

(%)

1977 1978 1979 1980 1981 1982 1983

Agriculture - 1.3 2.7 2.8 1.7 0.1 6.4 -0.2
Industry 10.2 6.6 - 5.6 - 5.8 7.2 h,6 7.3
Services 5.6 b1 0.2 - 0.2 4.8 3.8 4.0
GDP 4.9 4.3 - 0.6 - 1.0 5.2 4,3 3.8
GNP 3.9 2.9 - 0.4 - 1. 4.1 4,6 3.2

As a result of the sectoral development diring the.post-1979 economic
stabilization period, agriculture and services' shares of the GNP

have decreased at both current and constant prices, while industry's
share increased each year,. ' :

GNP SHARES OF THE MAIN ECONOMIC SECTORS
(at current prices) ' :

At Producers'Values | ___At Factor Cost |

1980 1981 1982 1983 1980 1981 1982 1983

|agriculture 21.2  20.6 19.5 18.3 20.9 20,2 19.2° 17.9

Industry 25.3 27.0° 28.1 29,7 23.1 24,1 25.1  26.9

Services 53.5 52.4 52.4 52,0  49.7 48.8 48.7  47.9
Net Indirect : o ' o

. Taxes - - - - 6.3 6.9 7.0 7.3

GNP 100.0 100.0 100.0. 100.0 100.0 100.0 -100.0 100.%




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

At Producers' Values At Factor Cost
1980 1981 1982 1983 1980 1981 1982 1987
Agriculture 22.7 21.8 22.1 21.4 22,0 21.1 21.4 20.7
Industry 24,0 25.2 25.6 26.4 19.8 20,4 20.5 21.3
Services 53.3 53.0 52.3 52.2 49.0 49,2 48.7 48.3
Net Indirect '
Taxes - - - - 9.2 9.3 9.4 9.7
GNP 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
Despite the fact that per capita GNP increased by 1.1 percent in

1983, the level attained last year was merely equal to.that of 1978,
That is to say that negative rates of GNP growth in 1979 and 1980,
along with the continued high rate of population increase combined
in creating the unfavourable trend in real percapita incomes between

1978 and 1983,

"PER CAPITA GNP
(1962 - 1983)

Population At Current At 1968 [;Rﬁags /
Mid - Year Producers Producers! DZcﬁease
000 Prices TL. Prices TL. %
1962 28,933 1,991 2,639 -
1963 29,655 2,157 2,839 7.6
1964 30,394 2,346 2,883 1.5
1965 31,151 2,463 2,901 0.6
1966 31,934 2,863 3,168 9.2
1967 32,750 3,099 3,220 1.6
1968 33,585 3,350 3,350 4.0
1969 34, 442 3,626 3,443 2.8
1970 35,321 4,184 3,551 3.1
1971 36,215 5,318 3,816 7.5
1972 37,132 6,485 3,999 4.8
1973 38,072 ' 8,138 k110 2.8
1974 39,036 10,941 4,304 4.7
1975 40,025 13,386 4,532 5.3
1976 : 40,938 16,366 4,771 5.3
1977 41,768 20,890 4,869 2.0
1978 42,640 30,270 4,906 0.7
1979 J 43,530 50,529 - 4,786 - 2.4
1980 44,438 99,805 4,638 - 3.1
1981 45,336 144,467 k,730 2.0
1982 16,312 188,613 4,848 2.5
1983 47,279 242,924 4,902 1.1




2, Macro Equilibrium of the Economy

It is useful to compare and contrast the macro equilibrium of the
economy for 1983 with that of the previous twc years, which were

in fact the main period of stabilization and recovery, and also
with the period 1973-1977, the last relatively buoyant period before
the three year recession,

The foreign deficit increased from 2.1 percent of GNP in 1982  to
3.9 percent in 1983. The average for 19723-1977 was 3.5 percent,
indicating the importance of foreign savings within total savings,

Fixed capital investment remained at around the same level for three
consecutive years and, at 18,5 percent, was not appreciably lower
than the average of 19,7 percent attained during the half-decade
1973-1977; but there was one major difference, While it was equally
divided during 1973-1977 between the public and private sectors

(9.9 percent and 9,8 percent, respectively), during the past three
years public investment averaged some 11.4 percent of GNP, whilst
private investment dropped to an average of 7.2 percent of GNP,
Expressed in percentage terms, public {ixed capital investment
increased from 50 percent to 60 percent and private sector investment
fell from 50 percent to 40 percent of the total, This .indicates that
the stabilization programme, which brought low aggregate demand, a
credit squeeze and high interest rates, at the same time decreased
the net profitability of potential private sector investment projects,
The same is also to ‘be said of the private sector's housing invest-
ments, which dropped from 3.8 percent of GNP during the 1970'8 to
2,2 percent during the past three years.,

At the present time, when the economy is being restructured and mord
positively oriented outwards, new investment is especially important
and the stagnation of private sector investment should not be allowdd
to continue in 1984, But, among other things, increased private in-
vestment necessitates the availability of more and cheaper investible
funds and a further reducticn in the spread between interest rates
paid by borrowers and received by depositors. Reducing the public
sector deficit would also have such an effect, because crowding out
occurs through limitations in the availability of credit and its
resultant high cost to the private sector.

As a result of reductlons in stocks espe01a11y total investment
decreased further in 1983, from 23.4 percent of GNP in 1981, to
20.3 percent in 1982 and to only 20.0 percent in 1983. The share

of public investments and private investments were 11.5 percent
and 8.5 percent, respectively.

The share of public consumption was reduced in 1983 to 10.86 percent-
from 10.8 percent in 1982 and 10.7 percent in 1981, as compared to
an average of 12.2 percent jin 1973-1977,

Private consumption, after having risen to 71.0 percent of GNP in
1982 from 69.4 percent in 1981, further increased to 73.2 percent
in 1983, It was 69.6 percent of GNP in the period 1973-1977,
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'The domestic savings/GNP ratio decreased to 18.2 percent in 1982
from 20.5 percent in 1981 and dropped to only 17.1 percent in 1983,
It averaged 18.0 .percent in 1973-1977. :

Public Savings,_which,had been greatly redﬁced_in 1980, to only 5.1
percent of GNP, increased to 8,6 percent in 1981 and to a further 8.9
percent in 1982 but decreased to 8 percent in 1983,

PubliC‘saVings avéraged 7.9 percent of GNP during 1973-1977 but this
rate was considerably reduced during the crisis and stabilization
period of 1978-1982, to 6.4 percent; it improved to 8.0 percent in
1983, '

.Public savings as a percentage GNP averaged 19.8 percent during 1963-
- 1977, dropped to 18.3 percent in 1978-1982 and fell further to 18
percent in 1983,

Public savings as a percentage of public disposable income averaged
39.4 percent during 1963-1977;: it dropped considerably in 1979 and
1980 but recovered during the stabilization period to 44-45 percent.

Private disposable income averaged 80,7 percent of GNP for the periaod
1963-1983 with no firm upward trend. . In 1981 it was 80.9 percent,
in 1982 80.1 percent and it dropped to 78.8 percent in 1983,

Private savings as a percentage of disposable income averaged 12,9
percent during the period 1963-1982, with a rising trend which would
have slightly exceeded the recent average but it disappeared in 1982
and 1983, dropping savings to around 11.5 percent of disposable income.

Private savings as a percentage of GNP averaged 10,2 percent for
1963-1983, with a limited upward trend which evaporated in the final
two years, bringing the rate down to 9.2 and 9.0 percent of GNP in
1982 and 1983, respectively, '

The stabilization policies in general and, in particular, continuous
price increases in the public sector followed by similar moves in
the private sector, as well as many intermittent rises in both
sectors, were responsible for private disposable income falling
below its long-run average. It dropped to 80.9 percent of GNP in
1981, to 80.1 percent in 1982 and tc 78,8 percent in 1983,

The upward trend in pricing policies counteracted more strongly the
high interest policies in 1981 and were instrumental in decreasing
private savings as a percentage of private disposable income to
around 11,5-11.6 percent in 1982 and 1983, considerably below the
20 year average of 12,6 percent. ' '

While the average propensity to save dropped to this lower level in
1982 and 1983, under the impact of high interest |rates, the compositicn
of savings was changed in favour of bank deposits, Increases in
savings deposits rose to 7,8 percent of GNP in 1981, falling to 6.8
percent in 1982 and to a low of 3,7 percent in 1983, compared to the
3.2 percent average of the period 1970-1980, Total private sector



.savings inclusive of private enterprises’ deposits, increased to
10.5 percent of GNP in 1981, then dropped to 9 péercent in 1982 and

to 5 percent in 1983, compared to an average of 5.1 percent Ffor
1970-80,

Liabilities of the financial institutions to a broader category
including all private enterprises and households, increased by a
yearly average of 5.3 percent of GNP in 1970-1980, Jjumped to 12
percent in 1981, then fell to 8.8 percent in 1982 and to 5.7 percent
in 1983. However, all three rates were above the 5,35 percent of GNP
annual average increase of bank deposits in 1970-1980.

MACRO EQUILIBRIUM OF THE ECONOMY
(as percentage of GNP)

1973/77 1978 1973 1369 ELA 1J87 1983
G.N.P. ' 100.0 100.0  100.0. 10(5).2 10(3).(5) 102.? loo.g
fgn Deficit 3.5 2.6 2.1 . . . 103,
Eg‘EZ{SRe-simes 103.5 102.6  102.1  105.5  103.5  102.1 3.9
Fixed Capital Investment 19.7 Co21.7 21.8 19.5 18.5. 18.9 18.5
Public 9.9 10.5 10.8 10.9 1.6 11.6 11.0
Private 9.8 11.2 11.0 8.6 6.9 7.3 7.5
Changes in Stocks 2.1 2.0 2.8 5.7 k,9 1.4 1.5
Public 1.7 1.5 2.1 1.1 3.3 0.4 0.5
Private 0.4 0.5 0.7 4.6 1.6 1.0 1.0
Total Investment 21.7 23.7 246 25.1 23.4 20.3 20.0
Public 1.6 12.0 - 13.0 11.9 14.9 12.0 11.5
Private 10.1 1.7 11.6 13.2 8.5 8.3 8.5
Total Consumption 81.8 78.9 77.5 80.3 80.1 81.8 83.8
Public 12.2 13.4 13.4 12.3 10.7 10.8 10.6
Private 69.6 65.5 64.1 68.0 69.4 71.0 73.2
Domestic Savings 18.2 21.0 22.5 “19.7 19.9 - -

Source: SPO

When contrasted with the recent past, domestic savings during the
stabilization years show a development departing seriously from .
the previous trends. For the previous decade, domestic savings

amounted to 18.8 percent of GNP, as against 18.2 percent in 1982
and 17.1 percent in 1983,

Private savings provided 49,5 of total savings during 1963-1972
and 52.60f the total during 1973-1982.The two other: components of
total savings, public savings and foreign savings, developed in -
reverse directions; public savings decreased from 42.5 percent

in the first decade to 32,2 percent in the second, whilst foreign
savings increased from 8,5 percent to 15.1 percent,
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The twenty year average for total savings amounts to 20.3 percent of
annual GNP. It happened to be the same for 1982 but dropped to 19.3

percent of GNP in 1983, .

DOMESTIC SAVINGS AS PERCENTAGE OF GNP

Private,
Savings
Public Private Domestic . As Percentage
_ Savings Savings Savings of Domestic Savings
1963-1967 7.1 8.5 15.6 B 54.5
1968-1972 8.6 9.8 18.3 53.3
1973-1977 - 7.9 10.1 18.0 56.1
'f1978-1982 6.4 13.4 19.8 _ 67.7
1983 8.0 9.0 17.1 52.6
TOTAL SAVINGS AS PERCENT OF GNP
Public Savings Private Savinga Pore{Nﬁ Savinds Total Savings
As Percentage of As Percentaqe of As Percentage of.As Percentaqge
Total " Total - Total of .
GNP Savings GNP Savinas GNP Savings GNP
1963-1967 7.1 an.6 8.5 48.7 1.8 10,7 17,5
1968-1972 8.6 44,1 9.8 50,3 1.3 5.6 .19.6
1973-1977 7.9 36.6 1.1 46.8 3.6 16,7 21.6
1978-1982 6.4 28.3 13.4 58.4 3.1 13,13 23,0
1983 - 8.0 41.5 9.0 47.1 - 2.2~ 1l.4 . 19.3
1963-1972 7.8 - 42,4 9.1 49.5 i.s 8:1 ~ 18.5
1973-1982 7.1 32.4 11.7 52.5 3.3 15.0 . 22,1

Source: THSIAD Data Bank

During its first two years, the stabilization process was relatively
successful in so far as domestic capital accumulation was concerned
Foreign savings also increased considerably but, in the following

two years, there were marked decreases in both domestic and foreign
‘'savings. These decreases underline the-danger of a negative effect
-on capital accumulation and capital formation in the immediate future
and, ultimately, of a setback in the overall growth of the Turkish
economy, C : . '

Another factor creating a need for a higher savings ratio is the
rising capital: output ratio, which was 2,65 during 1963-1967, 2.73
during 1968-1972,rose to 3,375 in 1973-1977 and is expected to soar
to 4.2 in 1984, With this capital: output ratio, the savings ratio

of 19.3 can at most allow for = GNP growth rate of around 2,8 percehnt,
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Pr.n.1 Pr.S Pr.S Pu.D.I Pu.S Pu.5 pom.S For.S Tot.S

CNP Pr.n.1 NP GNP Pu.D.T, CNP GNP GNP GNP

1963 0 823. 0.073 0.060 0.176 0.371 0.065 0,125 0.n44 0.169
1964 0.819 0.107 0.088 0.181 0.354 0.064 0.152 0.014 0.1l66
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 0,400 0.077 0.173 0.015 0,188
1967 0.802 0,118 0,095 0,198 0,404 0.080 0.175 0,010 0.185
63-67 0.812- 0.105 0n_0B5 0.187 0.379 0.071 O0.156 0.n18 0,175
1968 0,795 0.117 0.093 0.205 0.433 0.089 0.182 0.018 0.200
1269 0.793 0.123 0.N97 0.2n07 0.429 0.089 0.186 0,015 0.2n1
1970 0,796 0.126 0.100 0.204 0.415 0.085 0,185 0.013 0.198
1871 0 .795 0.132 0.103 0.205 0.368 0.075 (0.178 0.008 0,186
1072 0,794 0.117 0,093 0.206 0.436 0.n0910 0.183 - 0.183
16R=-72 0,795 0.123 0,098 ©0.295 0.415 0,086 0,183 0.013 0,196
1973 0,793 0.143 0,114 0.207 0.425 0n.0n88 0.2n2 ~0.021 0O;181
1974 0,817 n.125 0.102 0,184 0.401 0.074 0,174 0.023 0.197
1975 0,790 0.111 0.N88 0.2n9 0,429 (¢.n89 0.177 0.n52 0.229
1976 0,786 0.120 0,094 0.2n06 0.392 0.081 0.175 0.056 0.231
1977 0,790 0,138 0,108 0.211 0.297 0.068 0,170 0.070 0 240
731-77 0.793 0.127 0.101 . 0.203 9,388 0.n79 0.180 0.036 0,216
1978 0 .890 0.147 o0.130 0,193 0,349 0.067 0,198 0.027 0,225
1979 0,B32 0.206 0,172 0.153 0.163 0.026 9.197 ¢.020 0,217
1980 0,825 0.190 0.157 0,174 0,295 0,051 0.2N8 0.052 0.260
1981 0,809 0.147 0,119 0,193 0-.44n0 0.086 0.205 0,035 0,240
1982 0.801 0,115 0,092 0,197 0.454 0.08% 0.1R2 0.021 0,203
76-82 0,831 0,161 0.134 0.183 0.340 0.n64 0.198 0.031 0,230
1983 0.788 0.116 0.091 0.180 0.443 0.080 0.171 0.022 10.193

Pr.D.I.: Private Disposable Income

Pr.s8. : Private Savings.
Pu.D.I.: Public Disposable Income
Pu.S. : Public Savings

Nom.S : Domestic Savings
For.S : Foreign Savings
Tot.S : Total Savings
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However,; more efficient use of existingicapacity,,in manufacturine
as well as in other sectors of the economy, might perhaps allow the

GNP to increase by more than 4.5 percent ‘to an upper limit of, say,
4.8 percent.
The savings - investment equilibrium in 1983 showed no increase in

either total investment or total savings, Domestic savings:decreased
by 2.8 percent in real terms, due mainly to a drop of .8;1 percent

in public savings. Private savings increased by 2,3 percent and
foreign sav1ngs by 30 percent

Total fixed capltal 1nvestment 1ncreased by 4, 2 percent in 1983, by
3.2 percent in the public sector and by 5.7 percent in the prlvate

sector, These increases in fixed investment were made possible by a
53.6 percent decrease in stocks,

SAVINGS- - INVESTMENT EQUILIBRIUM | _
(Billion TL)

3 Change
.19 82 at at
at.current at 1983 g current constant

prices prices 1983% prices prices
Total Investment 1,774.6 2,225,0 2,226.,6 25,5 0.1
Fixed Investment 1,646.9 2,066.5 2,153.1 30,7 4,2

Public 1,005.5 :1,259,3 1,300.0. 29,3 3.2
Private 641.4 807.2 853.1 33.0 .- 5.7
Change in Stocks 127.7 158, 5 73.5 ~42,4 -53,6
‘Total Savings 1,774.6 2,225.0 2,226,6  25.5. 0.1
Total Domestlc ‘Savings l 587.1 2,028(9 1,971.4 24,2 -2.8
"Public 781.2 - 998.7.-. 917.6 17.5 -8.1
Private 805.9 1,030.2 1,038.8 30.8 2,3
Foreign. Savings 187.5 196 1 255,2 36.1 30.1

~ Source: SPO

X Provisional

:leed Capltal Investment

.tA number ‘of factors have negatlvely affected the propen51ty to invest

in recent years,
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The high cost of crude petroleum, comblned with a trend of rlslng
volumes of imported petroleum, increased oil's share of total im-—
ports to 40-43 percent, reducing all non-oil imports, including
imports of investment goods. Investment goods’ imports amounted
to 2324 million dollars in 1982 and to 2317 million in 1983.

Inflation, along with daily adJustments of foreign exchange rates
and high interest rates,;has considerably reduced the attractiveness
of importing capital equipment and the accumulation of stocks of
capital goods by importers,

Inadequate internal.financial resources and the high cost and limited
availability of loan funds also unfavourably affected the private
sector’s propensity to invest.

Restricted domestic demand and the low use of ex1st1ng production
capacities meant less interest in investment in new projects or in
the expansion of existing facilities,

The restructuring required. for the reorientation to-exports necessitates
a large number of complementary and supplementary investments. These
types of investment did not exceed 15 percent of the total value of
investment incentive certificates (licences) in 1983, Such investments
were recorded as completion, modernization, elimination of bottlenecks,
renewal, quality improvement and integration of facilities,

The continued absence of an effectively organized capital market
negatively affected the private sector's propensity to invest. The
rising cost of money forced investors in the private sector to take
greater care in the evaluation of new projects. On the other hand,
the determination of the government to restrict increases in
aggregate demand is far from being encouraging on the production ‘
side. i

Attempts to rationalize the public sector necessitated the revision
of public sector investment plans: this resulted in the elimination
of some investment projects and the postponement of others; greater

emphasis was placed on infrastructure and less on productlve 1nvest*"
ment,

Together, these and other factors resulted in the share of fixed
capital investment in GNP falling considerably in the past three
vears, to around 18,5 percent. It averaged 19.7 percent during the
pre-recession period 1973-1977.

With the decrease in fixed capital investment as a percentage of

GNP to around 18,5 percent, along with the rise of the incremental
capltal output ratio (ICOR) to 4.2, it does not seem possible - to
increase the growth rate above 4_5 percent in the short term. 1t
will be possible to increasé the growth rate in the medium-term if
more investments in additional capacity are implemented without
undue delay. The government must réview the present incentive systém
and improve it in order to increase private investment demand in pro-



A_ 13 -.

ductive fields while continuing its dedication to the development of
market egconomy with primary emphasis given to private sector and
expansicn of public investments in infrastructure.

The decrease in the relative share of private sector fixed capital

investment as a percentage of the national total is a serious warning

in this direction. The ratio of private investment to the national

- total was reduced to 37.3 percent in 1981, 38,9 percent in 1982 and
40.7 percent in 1983, as compared to an average of 50 percent during

the period 1973-1980, o :

In addition to the decrease in the relative share of private invest-
ment, its composition changed considerably, Investment in manufactu-
ring decreased to 27,3 percent in 1983 from 29 percent in 1981 and
28.5 percent in 1982, whilst investment in transportation increased

to 19.9 percent from 18,8 percent in 1982; investment iin agriculture
increased to 14,9 percent in 1983 from 14,5 percent. in 1982.  The
share of investment in housing has almost remained the same, at around
30.0 percent. ' - : Lo '

" GROSS FIXED DOMESTIC CAPITAL
FORMATION AS PERCENTAGE OF GNP
(At current prices)

_(Billion TL,)

Gross Domestic
GNP Capital. %

Formation ~ Share -
1968/72 L 17.8.
1973/77 . _ 19.8
1978/82 : 20,0
1978 - 1,291,0 280,0 21,7
1979 2,200,0 479.0. 21.8
1980 h,435.1. 864.0 19.5
1981 '6,555.0 1,213.0 "~ 18.5
1982 8,722,0 1,647.0 . 18.9
1983 11,314.0 2,096.0 - 185

‘Source: State Planning Organisation
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CAPITAL STOCK ESTIMATION IN

VARIOUS SECTORS*
(1968 Prices, Million TL.)
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RELATIVE SHARES OF PUBLIC AND PRIVATE SECTORS
IN TOTAL F1XED -CAPITAL I'NVESTMENT

16 -

(Bitlion TL.)

: Total Fixed Public Fixed lnv. Private Fixed lnv.
Years | vestments TL % TL. %
1973 53.4 251 k6.9 29.3 53.1
1974 73.0 35.0 _48.0 38.0 52.0
1975 106.7 53.8 50.4 52.9 49.6
1976 146.0 75.2 '51.5 70.8 48.5
Cp1977 . 195.0 108.0 55.4 87.0 Ly .6
11978 280.0 135.0 48.2 145.0 '51.8
1 1979 479.0 238.0 49,7 241.0 50.3
| 1980 864.0 482.0 55.8  382.0 hy.2
1981 1,213.0 761.0 '60.9 k52,0 37.3
1982 1,646.9  1,005.5 61.1  6h1.4 38.9
1983  2,095.6 1,242.5 59.3 853.1 40.7

FINANCING OF PUBLIC SECTOR'S INVESTMENTS

(Billion TL.) -

1980

1981 1983

Public Savings 233.7 564.1 . 917.6
Public Investment 530.0 977.9 1,045,0 - 1,284,
Public Investment

Saving Gap. 297.6 413.8 . 366.5
Gap/GNP 6.7 6.3 3.2
Source:SPO
“Programme

The public sector's investment-savings gap increased in absolute
terms as well as in relative terms as a percentage of GNP, from
percent in 1982 to 3.2 percent in 1983, The investment~sav1ngs gap
increased from 25.2 percent of public investments in 1982 to 28,5 .

percent in 1983,

3.0
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PRIVATE SECTOR FIXED CAPITAL FNVESTMENTS

~(in 1983 prices)

1982 1983 % % Change

Agriculture 117,404 126,845 8.0

Mining 5,930 6,375 7.5

Manufacturing 230,285 232,500 1.0

Energy 5,863 6,350 | 8.3

Transportation 151,993 169,850 1.7

Tour ism 6,921 7,475 8.0

Hous ing 242,485 255,000 5.2

Education 1,830 1,935 5.7

Health 1,973 2.085 5.7

Other Services k2,546 Ly, 650 4.9

Total 807,230 853,065 5.7

*Estimate
SECTORAL DISTRIBUTION OF
FIXED CAPITAL INVESTMENTS
, {Percentage)

1976 1977 1978 1979 1980 1981 1982
Agriculture 13.7 12.7 11.1 8.5 7.5 10.5 12.0
Mining boo 3.8 4.4 5L 4.5 6.1 5.0
Manufacturing 26.1 24.8 23.7 22.5 27.1 . 26.2 23.6
Energy 7.8 8.0 9.7 11.4 13.9 14,7 16.0
Transportation 21.3 23.3 23.8 19.8 15.5 19.5 . 19.2
Tourism 0.8 0.8 0.9 0.8 0.5 0.6 0.6
Housing 15.7 16.0 17.3 20.7 1 22.8 13.0 12.8
Education 3.6 2.8 2.6 2.0 2.1 - 2.5 2.9
Health 1.2 1.0 1.2 1.2 0.9 1.2 1.3
Other Services 5.8 6.8 5.3 7:7 5.2 5.7 6.6
| Total .100.0 100.0 100:0 100.0 100.0 0 100.0

T Q
-

Private investment in housing has recently dropped into a seridus
5lump which is negatively affecting not only the construction sectoy

but also a large number of segments of th

inputs to the construction sector.

e economy which provide
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PRIVATE INVESTMENT
IN HOUSING

- Investment Investment in
In Housing . GNP , Housing as percen-
(Million TL) (Billion TL) tage of GNP
{1972 7,125 240.8 . 2.96
1973 9,360 309.8 3.02 ;
1974 11,622 427,1 2,72 !
1975 17,800 . 535.8 ' 3.32 1
1976 21,352 - 670.0 3.19 i
1977. 29,400 870.2 3.38 ;
1978 67,748 | 1,288.7 .5.26 r
1979, 134,491 - 2,199.7 : 6.11 ’ :
19.80 186,777 4,435.1 4.21 ;
1981 145,269 - 6,553.9 2,22 : @
1982 195,300 8,735.1 2,24 :
1983 255,000 11,485,2 2.22 i

Private investmernt inrh0usingﬁamounted to around 3 percent of GNP
during the period of comparatively high GNP growth, with relatively
few. deviations from thls average. ‘lhere was an abrupt increase
during the crisis years 1978-1979, during which the GNP growth rate
decreased considerably and became negative in 1979, Partly as a
result of the decrease in the denominator and partly due to. the _
upsurge in the demahd for real estate as a result of the increase
in the inflation rate to 52.6 percent in 1978 and to 63.9 percent

in 1979, the rate of housing investment as a percentage of GNP
increased. to 5.3 petrcent in 1978 and to 6.1 percent in 1979, The
rate continued high in 1980, with an average of 4.2 percent of GNP, :
mainly thanks to the investments already in the pipeline but also !
as a result of the 1.1 percent negative change in GNP, |

Private investnent in housing dropped below its trend value of 3
percent to 2.2 percent in 1981 and remained at this rate during
1982 and 1983, Such investment is discouraged because of rising
costs and high credit interest rates on the supply side and low
demand as a result of high interest rates on bank deposits.

An Indicator of Private Propensity to Invest: Investment Incentive
Certificates :

In all, 1031 investment certificates were issued in 1983, These.
authorizations involved a total investment of TL 571.2 bn, including
$ 934.3 million in foreign exchange and representing $ 3.5 billion

of export commitments for a period of 5 years,or an average of $ 700
million per anmum, as well as employment for an*addﬁjonay51,738 people.
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The total amount of investment represented by the certificates was
11.3 percent higher in 1983 as compared to 1982 but, if inflation
is taken into acecount, last year's certificates were down in value
by some 20 percent. :

‘The sectoral distribution of investment in 1983 indicates more amﬁmsis
on manufacturing, the share of which increased to 47.4 percent in

1983 from 41 percent in 1982 and less emphasis on transportation,

the share of which decreased from 41.9 percent to 28.2 percent.

The average investment per certificate increased to TL 554 mikljion
in 1983 from TL 349 million in 1982,

Investment per addltlonal worker was TL 7.8 million in 1982 and TL 11
million in 1983,

The total investment/export ratio was 3.4 for 1982 and 3.6 for 1983.
This means that if $ 3.4 billion is invested it will create an export
capacity of $§ 1 bn per year.

‘Total Investment Annual Exports Investment/Export
' in $ mn . in $ mn Ratio
1982 3,131.0 918.5 | 3.4
1983 ~ 2,501.4 696.4 | 3.6

Of their total values, 65.9 percent of the 1983 certificates represent
new investments and 34.1 percent expansion, elimination of bottlenecks,
-modernization, completion, renewal, quallty improvement. New investment
was 79.7 percent in 1982 and expansion etc. 20.3 percent.

For 52.4 percent of total investments the Marmara region is the
intended location in so far as 1983 investment certlficates are
concerned. An even bigger concentration in the same region was
expressed in 1982,57.9 percent.

Investment. incentive certificates represent an intention

to invest rather than full realisation of investment.and the motivation
behind some of these projects may be certain advantages provided by
such certificates. As a matter of fact,many of the Incentive Certi-
ficates are .either not used at all or are used after some, considerable
time has passed. Many certificates hdve been cancelled by the
authorities because of the expiry of time limits or other reasons.
Investment Incentive Certificates are used by some entrepreneurs

as a means of interesting would-be shareholders, partners and lenders
in their projects.

SECTORAL DISTRIBUTION OF INVESTMENT

INCENTIVE CERTIFICATES (Bl”lon TL.}
Sectors - 1982 % | 1983 L
Agriculture 25,2 L,7. 21,8 3.8
Mining 14,1 2.7 30.7 5.4
Manufacturing 210.4 41,0 271.0 47.4
Energy 1.0 0.2 2.7 0.5
Transportation 214.9 41.9 161.1 28.2
Tourism 8.7 1.7 25.4 L. 4
Trade 6.7 1.3 9.5 1.7
Export 13.4 2,6 20.8 3.6
Others 19.9 3.9 28.2 4.9
Total 513.3 100.0 571.2 100.0
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SECTORAL DISTRIBUTION OF INVESTMENT
INCENTIVE CERTIFICATES IN 1982

Total Foreign Exchange Export Commit-
Sectors Number Investment Requirement ment over §
{mn TL) (000 %) years (000 §)
Agriculture 200 2k, 251 7,515 44,000
Crops 13 2,609 1,938 oo
Livestock 186 21,322 5,489 44,000
Fisheries 1 320 88 -
Forestry - - - -
Mining 48 14,069 38,543 76,375
Manufacturing L28 - -210,409 420,071 1,756,953
"~ Food & Beverages 89 18,925 19,208 543,250
Textile & Clot. 84 40,408 98,062 502,003
Forestry Prod. 9 3,012 7,901 60,250
Paper 8 8,569 20,310 56,000
Leather & Hides 8 943 1,411 84,250
Rubber & Plastics 2 , Lg6 934 16,250
Chemicals 22 28,044 59,897 31,650
Glass b 1,708 2,620 11,050
Iron & Steel 8 5,610 8,583 30,025
Non-ferrous Met. 2 339 550 -
Transport

Vehicles 99 51,945 126,253 188,650
Metal Goods 17 3,832 7,928 75,750
Measuring

Devices 10 1,104 _ 2,654 2,500
Machinery 17 6,588 12,576 18,500
Electrical . - -

Machinery 9 5,027 16,844 25,500
Electronics b 5,332 13,244 3,750
Cement 5 . 2,407 3,900 20,000
Clay & Cement :

Products 16 3,919 3,977 20,575
Ceramics 3 701 2,586 11,250
Others 12 21,530 10,633 51,750

Energy 8 976 657 <

Services 758 250,240 832,008 2,289,500
Transportation 641 © 214,906 770,328 2,055,250 .
Tourism 17 8,659 _ 9,047 8,750
Trade 30 © 6,709 10,893 - 155,500
Others 60 19,966 41,7h0 70,000

Export

Encouragement 37 - 13,353 25,069 425,670

Total 1,469 513,298 1,323,863

4,592,498
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SECTORAL DISTRIBUTINN OF INVESTMENT
INCENTIVE CEPTIFICATES IN 1982

Export
Foreign Commit-
Total Exchange ment
Invest-. . Requir- Over 5 Emplpy-
ment capital ement Years ment
Sectors Number (mn.TL) {mn.TL) (000 §) (000%)  perspn
Aqriculture 167 21,784 4,992 6,159 30,250 3,107
Crops 8 1,715 iB7 1,136 15,000 396
Livestock 151 18.882 4,457 4,080 6,250 2,511
Fisheries 7 1,157 142 943 9,000 195
Forestry 1 30 6 - - 6
Mining 32 30,738 ‘1,830 49,866 39,625 3,500
Manufacturing 185 270,981 28,427 394,302 1.973,958 27,071
Food and Deveraqes 56 28,520 4,420 . 31,176 362,500 2,708
Textiles Clothing 83 59,922 5,429 94,168 588,280 7,227
~Forestry Prod, 10 1,343 . 103 1,421 10,500 283
Paper : -3 11,271 S5SA0 20,610 25,000 306
Leather and Hide 10 1,726 432 2,193 74,188 775
Rubber and Plastics -2 637 . .. S5 1,215 2,500 © 53
Chemicals 33 53,266 3,599 71,549 251,400 1,728
Glass 4 4,859 2n1l 6,592 20,250 3,131
Iron and Steel 19 25,749 4,396 35,221 231,575 1,157
Non-ferrous. Met, 3 542 107 677 7,500 “lol
Transport : - - :

Vehicles 46  3p,728 4,009 53,632 63,830 2,753
Metal Goods 21 11,473 1,500 16,056 ' 120,500 1.563
Measuring e

Devices 13 2,268 224 4,188 5,500 413
Machinery 13 3,807 3nz2 6,342 . 14,950 1,169
Electrical : ' :

Machinery 8 5,723 320 9,311 9,500 319
Flectronics 8 3,099 252 5,061 22,500 110
Cement 11 6,203 282 5,206 3,760 245
Clay and Cement ‘

Products 19 7,881 1,063 10,105 44,000 1,747
Ceramics 2 480 28 1,459 7,325 24
Others 21 11,484 1,125 18,120 la8,400 1,199

Energy 8 2,694 3 - 3,095 - 39

Services - 401 224,197 8,302 450,689 1.087,025 15,298
Transportation 257 161,148 3,145 378,245 806,625 8,060
Tourism 57 25,413 700 9,976 33,750 3,684
Trare 34 9,538 2,179 5,833 212,500. 1,485
Others 53 28,098 2,278 56,635 34,150 2,069

Export ’ : .

Encouragement 38 20,822 2,762 30,208 351,325 2,723

T O T AL 1,031 571,216 46,316 934,319 3,482,183 51,738
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Construction

New construction, as determined by occupancy permits, averaged some

3.5 percent of GNP up to 1980, falling thereafter to around 2.5
percent in 1981-1983.

Construction licences issued represented 4.6-8 percent of GNP during
1977-1980, dropping to 3.2 percent in 1981 and 3.3 percent in 1982,
In 1983, there was an upsurge in the relative value of construction
licences, these'amounting to 4.2 percent of GNP. The upsurge in planned
construction can-also be detected in the inerease in the planned
floor area; this increased by 16.6. percent in 1983, from 21.7
million sq. metres in 1982 to 25.3 million sq metres. Even so

the total was 25 percent below the record 34.1 million sq metres of
1979. The upsurge in 1983 and a smaller one of 9.3 percent in 1982
took place in spite of unit cost .increases of 25.9 percent in 1982
and 44.3 percent in 1983,

Completed construction on the other hand, did not increase in 1983,
remaining at almost exactly 16 million sq metres, 10 percent below
the record 17.8 million sq metres established in 1980.

NEW CONSTRUCTiON _
(Construction Licences lssued}

Million 2 Chain Cost per Chain
TL. 1000 m fndex m? (TL) Index

1969 6,987.3 17,158.7 - 388 -
1970 8,120.2 19,741.7 109.75 L1y 105.93
1971 7,171.4 16,909.5 85.65 424 103.16
1972 8,686.4 - 19,230.9 113.73 h52 106.60
1973 13,3511 2h,485.0 127.32 545 120.57
1974 15,136.0 20,347.6 83.10 744 136.51
1975 23,669.1 23,337.5 114.69 1,014 136.29
1976 32,682.9 29,618.7 126.91 1,103 108.78
1977 40,339.0 28,972.6 97.82 1,392 126.20
1978 92,729.1 32,237.3 111.27 2,876 206.61
1979 176,700.8 34,080.0 105.71 5,185 180.28
1980 249,539.7 28,4224 - 83.39 8,780 167.33
1981 209,336.5 19,884.3 69.96 . 10,528 119.91
1982 288,056.6 21,728.7 109.27 13,257 125.92
1983 48k, 680.2 25,339.1 166.16 19,128 144,29
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| NEW CONSTRUCTION
- (According to Occupancy Permits) -

. Million. fboo mZ Chain Cost pér Chain

G Tk R T pdext m?2 (TL) - - Index
| 1969 - . 2,782.6 - _'8,023,3 o= o 347 T
1970 - - "3,004.6 . 8,092.8 100,87 371 106.92
1971 - 3,308.3 . 8,068,7 99.70 ko 110.51
1972 - h,247.8 . 9,676.3 119.92 h3ig 107.07
-1973 . 5,598.1  10,879.8 . 1t1z.44 515 - 117.31
| 1974 - 7,318.1  9,809.3 - 90.16 . 7h6 144 .85
1975 11,648.0 11,5514 117.76 - 1,008 135.12
1976 . 13,306.2 12,273.6 106.25 1,084 107.54-
©1977 . 18,818.6 14,158.6  115.36° 1,329 122.60
1978 bh,643.2 0 14,9341 105.47 2,991 ~ 1225.06
1979 . ~ 80,261.5  15,635.9 104.70 5,133 176.61
| 1980 145,303.5 " '17,835.1  111.19 . 8,358 162.83
/[ 1981 .166,449.9°  15,;469.9  88.98 - 10,760 128.74
| 1982 .210,283.6 - {5,945, 103.07 13,188 122,56
| 1983~ 304,821.9 - 15,956.6  100.07 119,163 144,85

4. Public Finance

Reducing the public sector deficit wds among the principal goals
‘of the 1980 economic stabilizdtion programme. To achieve this
goal, a series of fiscal reforms were implemented and at the
same-time, greater attention was paid to the control of public
expenditure, ' »

As 4 result of thHese measures, in real terms, deficits began to
‘shrink, especizlly as compared with the pre-1980 period,  and
this trend continued in 1983. According to official data, the
net borrowing requirement of the public sector fell from 3.8
percent of GNP in 1982 fo 1.1 percent in 1983. '

Bééidés ﬁeasures designed to ensure a better equilibrium in
public finance, the 1983 Budget was also framed with a view to ..
achieving 4 4.8 percent GND growth rate,; a reduction in the rate

of inflation and the best possible utilization of all available
domestic resources. - -
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PUBLIC SECTOR FINANCES

e 1980 . ''1981 1 982 N 1983
A3 A As a At & ’ vrTren L LA LR
Amaunt in Percentnqe Amount in Percentage Amount in Percentage Amount in Percentaqe
. . Billion TL of CNP Billion TL of P BiltlionTL of (UP(a) Billicn TLib) of CNP
Consolidated Budqet lc) . 860 19.4 1,178 1.0 1,465 20,2 . 2,217 19.6
© l.Revenges . 1,062, 24.0 . L,482 22,6 1,552 21,3 . . 24270 20.0
2.Expenditured (202) © (4.6} (1n4) (1.6) 187) (1.2) (53) (0, 4)
3;Budget palance{l-2) R | ] 0.9 - 111 1.7 93 1.3 © 185 |
4.Deferred Payments C 2 0.5 {45) (0,7} (123) (1.7 {90) . {0, 8)
5.Advance Payments i : . . i
6.Het bottowing rgqulrements - - ’ . =
. (345-4) | {186) 4.2) [38 {0,6) {112} f1.6} 42 0.4
7.Pinanced by: &£ . L3 R -
Central Bank® - : 149 2.5 52 0.8 n 0.5 10 n.6
Other Domestic Bo:rowlnu - [14] 1.4 58 0.9 129 1.6 : [L:3] RT3}
Fareign Borrowing net 6 B | 12 0.2 (45) {0,5) :lnll (#, 9}
‘Other -{22) 0.5 88 (1.3 - - - -o-
. Errors and Omisslons . 33 0,7 3 0.0 - - .. - -
State Econgmic Enterprises{d). - :
4.Total income . 1,148 25.9 1.766 26.9 2.650 30.4 3,40) 3.1
9.Total Expenditures 1,169 26.4 1.759 26,8 2.5 - | 29.E - 3,351 9.6
Hages and Salaries 228 . 5.4 114- 4.8 170 4.2 458 4.0
Gaods nnd Services - 898 20,1 1.390 21,2 2,135 24.6 2,785 4.6
. Othe 13 [y 55 0.8 78 0.9 103 1.0
10. P:ofit (lo-n)butare taxes . . . .
[8-9) (23} a.5) 7 g.1 67 9,4 52 0.5
11.Budgetary Transfers 149 34 241 3.7 275 2.4 292 2.6
12. Short-texm Borrowing - . 151 4.3 231 3.2 277 2.6 338 1.0
11.0ther Resouices net. 12 0.3 il Q.2 (o (0.1), (7 19. 31
14,Total Resources (10011012413] 2y T4 470 7.2 490 5.6 645 5.7
15.Total Investment 459 10,4 615 %4 684 1.8 809 .2
16.Het Borrowing Requirement . )

{14-15) {130} {2.9) {145) 12.2) {1941 {2.2) {164} (1.4
17.Pinanced bys — —_— i S
Cantral Bank 50 1.1 . 12 0.% i1 0.4 {3 0.1
Other Domestic Borrowtnq(q) 16 C.4 16 0.2 59 0.7 28 0.2
Poreign Borrowing net 64 1.4 97 1.5 104 1'2 119 1.2
Other - - - - - - - - -

Total Public Sector
_18.Net Borrowing Reguirement
{6¢#16) (116) 17.1]) (181} 12.8) {1L1) {3.6) 1122} (1,11

19, Pinanced byr
Centzal Bank' - 159 3.6 85 1.3 61 - a,7 67 0,6
Other Domestic Borrowingle) 76 1.7 74 1.1 188 2.2 20 0,2
foreign Borrowing net 70 1.6 109 1.7 59 n.7 - 35 n,l -
Othar (22) (0.5 1§:1:}] (3.3} - ’ - - -
Ercory and missicnm 33 0.7 )| 0.0 - - - -

Sources Under Secretariat of Treasury and Forelan Trade

a}Estimates as a percentage of FNP for the ten month result of the Consolidated
Budget have been adjusted for purféses of comparison with previous years,

b)Provisional

c)Beginnlng in 1983 the fiscal yenr for the Conasolidated Pudget corresponda to the
calendar year, Prior to 19683 the fiacal year began March.

d)Non~financial SEEa

s)1ncludes borrowings from the State Investmant Bank,
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'Taxes were the main sources of Budget revennes in 1983 and an

' yestlmated 78.5 percent of General Budget revenues came from this

sourge ‘Non-tax normal revenues and funds provided the remainder
of'the-General Budget : '

As . a result of the 1mp1ementat10n of a more equitable’ flscal system,
the tax burden, which increased to 19.3 percent of GNP in 1977 began to
_decrease after 1980 and dropped to 16. 8 percent in 1983

TAX BURDEN
(1975-1983)
{ln billion TL.)
: ‘ ‘ Tax Burden
G.N.P. Percentage Tax - Percentage . Percentage
: Change Revenue - Change - of GNP
1975 °535.8 2504 95.0 - 45.8 17,7
1975 - 675.0 26.0 127.1 33.7 19.0
11977 872.9 '29.3 168.2 32.4 : 19.3
1978 .1,290.7 . k7.9 246 .4 h6.5 S 1941
11979 - 2,199.5 70.4 hos.5 64.5 184
11980 4,435.2 101.6 - 749.1" 84.7 16.9
~ {1981 6,553.9 47.8 1,189.0 58.6 18.1
11982 8,735.1 33.3 1,304, 9% . 9.7 ' 14.9
1982. '8,735.1 '33.3 1,569, 9% 32.0 - 17.9
11983 11,485.2. 31.7 1,931.9 23.7 16.8

*- Ten monhths . N
ik 12 months' tax revenue calculated on basis of 10 months data.

‘_The'State Economic Enterprises

The flnan01ng requlrements of the State Economlc Enterprlses con-
tinued to. increase, in sbsolute terms, from 460.6 billion TL in
1981 to 585.9 billion TL in 1983, The. prlnc1pa1 reasons for ‘this
_regular increase aré the need for ‘additional capital to undertake
a constantly bigger volume of operations, the hige investment
‘programmes. which the State Enterprises are expected to implement
and, the wider scope of the stocking and- distribution functions of
the Enterprlses concerned with petroleum products and fertlllzers

However, as a percentage of GNP, these f1nanc1ng requlrements ‘have
‘declined since 1980 and the net operating results of the SEE*s

have swung away from deflclts and into p031t1ve contrlbutzons to
the economy :

In 1983, the most 1mportant source of flnan01ng was again Budgetary
tranefers . which accounted for 53.9 percent of total financing
‘requlrements as against 41.8 percent in 1982. On the other hand,
ﬂforelgn proaect credits provided a rather smaller proportion of

i
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total financing requirements than in 1982,

25.6 percent compared
to 26.7 percent.

FINANCING OF THE STATE ECONOMIC

ENTERPRISES
' (Billion TL)

o 1981 1982 1983%
Surplus/deficit -45,5° -26.4 24.9
Investment-. 415.1 495,10 610.8
Financing regquired 460.6 521.4 585.9
Sources of financing ' ,
Budget ' 237.5 2.8,2 315.9 .
Foreign Project Credits 101.,0 139.2 - 15n.0
State Investment Bank 48,4 631 40,0
‘Foreign Debt. _ = 25.9 =
Support and Price Sta-- o : s
bilization Fund 73.8 75.6 '80.0

x: Programme

.When compared with. 1978 there ‘was actually a fall of 0. 2 percent
‘in the number of persons employed by the SEE's in 1982, However,

as compared with- 1981, total employment in the SEE's 1ncreaqed by
0.8 percent and rose to 558,057 persons in 1982. Total employment -
wds 553,349 persons in 1981. In terms of numbers employed, the
.most 1mportant sector was manufacturing, followed by transportatlon
cand communucatlons and then by mlnlng

EMPLOYMENT IN THE SEE's
1978 . 1979 . 1980 1981 . 1982

Mining 90,380 - 91,793 90,189 = 86,274 84,773
Manufacturing 209 305j-227 235 222,322 203,445 '200,828'
Energy 20, ,621 21,298 29,967 22,408 26,353
Commerce 21,511 22,907 23,240 22,803 22,181 -
Banking and Insurance. 48,229 51 819 53,475 53,225 -54 ,699.
Transportatlon and . : _ g _

Communication 156,098 159,248 157,801 151,859 155, 943 |-
Social Insurance 5,187 6,246 5,923 6,012 5 687 |
Services _ ' 6,138 6,302 6,448 64415 6 903
Others - - . 1,451 1,623 1,527 - -908 690
Total ' 558 920 588 471 589,892 553,349 558,057
Index 1978:100 100 105.3. 104.5 - 93.0. - 99.8"
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The share in total curren. expenditures of wage and salary payments,
which may be assumed to be the main cause of SEE losses, decreased

~ from 20 percent in 1982 to 13.1 percent in 1983. On the other hand,
pauymenls made for goods and services imported and provided by the
private sector increased their share in total current expenditure
from 76.0 percent in 1982 to 81.0 percent in 1983,

The volume share of the SEE's.in the country's economic activities

is still an important one. Indeed, in so far as the percentage of

SEE's investments within total investments. is concerned, their
importance within the economy is increasing continuously. The SEE's
investments as a percentage of total investments increased from

23 percent in 1978 to 32.5 percent in 1982 and, according to the
provisional figures, to 32.7 percent last year. Furthermore, the
Enterprises' investments as a percéntage of total public investments
rose from 44.5 percent in 1978 te 53.7 percent in 1982 and (provisionally)
‘to 55.1 percent .in 1983,

- SEE’s Investments As a Percentage of
Total Public
""" Investment Investment
1978 - 23.0 Ly .5
| 1879 30.9 Sh.y
1980 36.6 _ 59.4
1981 32.0 : 55.0
1982 32,5 53.7
1983 ‘ 32.7 55.1%

* Provisional .

If, however, these investment. ratios are compared with tho=e showing
the SEE's contribution to the Gross Domestic Product, an entirely
different situation is to be observed. During the period 1978-1982,
the SEE's -investments as a percentage of total investments increased
whereas the Enterprises' GDP contribution, in real terms, fell from
13 percent to 11 percent. This may be taken to indicate a decrease
in the productivity of SEE investments but, at the same time, it
shows that the SEE's share in total economic getivity has declined.

2

- SEE'S CONTRIBUTION TO GDP
. {at 1968 Prices)

| Years .- GDP SEE %
1978 207,314 26,984 13,0
1979 - 205,486 25,659 12.0
1980 - 203,956 24,241 12.0
1981 212,908 23,727 11.0
1982 222,667 24,262 11,0

" SEE'S SHARE OF VALUE ADDED .IN
b INDUSTRY AT 1968 PRICES . _—
. {Million TL)

Total

Years -~ .. Industry SEES e g
1978 45,991 14,868 32,0
1979 . 43,429 14,567 34.0
1980 40,887 11,577 28.0

1981 . 43,834 10,546 - 24,0
1982, 45,296 11,264 25,0
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5. Production

Agricultural Production

There was no increase in overall agricultural production., While thene
were considerable increases in the production of sesame seed (114.8%),
pistachios (92.3%), hazelnuts (78.2%), tea (43.6%), soya beans

(27. 8%) sunflower seed(19 2%)rlce (18.6%). and pulses (16.8%) there
were serious decreases in output of cereals, sugar-beet and d6lives;
barley production decreased by 14.8%, oats by 12.1 percent, rye by
11.6 percent and wheat by 6.3 percent.

‘AGRICULTURAL PRODUCTION .

{Thousand Tonnejs)

% % % 3
1980 Change 1981 Change 1982 Change 1983 Change

Whéat l6,500 =5.7 17,000 3.0 17,500 2.9 16,400 ~6.3
Barley 5,300 1.1 5,900 11.3 6,400 8.5 5,450 -14.8
Ryé 525 -15.3 530 0.9 43% . 18.9 380 -11.6
Oats 355 -4,0 325 -8.4 330 1.5 290 ~12,1
Maize 1,240 -8.1 1,200 -=-3.2 1,360 13.3 1,360 -
Rige 143 -36.4 198 38.5 210 6.1 171 18.6
PuTsee - 818 7.3 " B73 6.7 1,222 40.0 1,428 16.8
Grapes . 3,600 2.8 3,700 2.8 3,650 -1.3 3,700 1.4
Figs 205 2.5 250 21.9 280 12.0 290 3.6
Apples 1,430 5.9 1,459 1.4 1,600 10.3 ° 1,750 9.4
Peaches 240 9.1 265 10.4 265 - 265 -
Oranages 679 - 675 0.6 665 -1.5 678 1.9
Hazelnuts 230 -16.7 350 40,0 220 -37.1 392 78.2
Pidgtachio 8 -60.0 25 212.5 13. -48.0 25 92.3
Sudarheet 6,766 =22.8 11,165 65.0 12,730 14. 0 12,060 -5.3
Potiatoes 3,000 4.5 3,000 - 3,000 - 3,000 -
Anions - P60 - 4.0 1,090 13.5 1,025 -6,0 .~ 1,000 -2.1
Sunflower seed 750 27 1 575 23.3 600 4.3 715 19,2
Sesame Seed 20 25 -3.8 27 8.0 58 114.8
Groundnuts 41 -28,1 57 39.0 50 =-12.3 52 4.0
Soyabean 2 =-33.3 15 13.3 36 140.0 46 27.8
Olives 1,350 213.9 400 -70.0 1,300 - 225.0 460 -64.6
ToHacco 228" 5.1 177 22,4 210 18.6 230 9.5
Tea(Green}) 476 -14.2 192 -60.0 - 303 57.8 435 43.6
Cotton(Raw) 1,300 5.0 1,269 - 2.4 1,268 - ~ 1,300 2:5

Industrial Production

“According to a new industrial production index prepared by the State
Institute of Statistics and covering the past two years with 19281

taken as 100, industrial ‘production in the private sector increased
by 10.2 percent in 1983. The production index rose to-104.23 in 198P
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and to 114 85 in 1983. The index is prepared on a quarterly b351s,
and it showed that industrial productlon in the private sector inc-
reased by 6 .percent in the first guarter of 1983, by 3 percent in

the second, decreased by 8.7 percent in the thlrd and increased by,
11.7 percent in the final quarter. During the same perlod,the public
sector's productlon decreased by 2.5 percent in the first quarter,
increased by 7.8 percent in the second,. decreased. by 7.5 percent

in the: third, and inhcreased by 3 percent in the last quarter.‘Overall
publlc sector manufacturlng output 1ncreased by 6 5] percent ‘ih 1983.

, As a whole, the manufacturlng 1ndustry showed an. average 1ncrease'
for 1983 equal to 8.6 percent, as to.a 10.2 percent increase . in
private industry and 6.5 percent'increase in public industry.

Private sector performance on a sectoral basis shows the follow1ng
growth rates for 1983: food, beverages and tobacco 6.8 percent
increase; textiles, clothlng and leather goods 10.1 percent increase;
wood products and furnlture 3.1 percent increase; paper and paper
products, prlntlng and publishing 5.5 percent decrease; chemicals
petroleum, coal, rubber and plastics 5.3 percent 1ncrease;non~metallic
minerals,Z.G percent_decrease; basic metal industries 16.5 percent
increase ahd metal products, machinery, transportatlon vehicles,
measurlng apparatus 21,1 percent increase.

Thekpublic'sector's production decreased by 1.7 percent in paper
and paper products, printing and publlshlng and by 9.1 percent in
non-metallic mlnerals It showed increases in productlon equal to
4.9 in food, beverages and tobacco; 10.2 percent in textlles,cloﬂnng
and 1eather goods; 23.1 percent in wood products and furniture, 9.8
percent in chemlcals petroleum, coal, rubber and plastics; 14 7
percent -in the ba81c metal 1ndustr1es and 17.3 percent in metal
products, machinery, transportatlon vehicles and measurlng\apparatus

In 1983, the highest production increases were recorded in phosphate
(92. 0%), raki (51.1%), vodka (60, 9%), borax (121.4%), sodiumperborate
(55.0%), carbon black (60 O%) polystyrene(56 8%), vans (64 6%). ang
m1n1buses (56. 9%)

On the other‘hand productlon of copper concentrates (-70. 0%), salt
(-24.0%), synthetlc rubber (-20.8%), caprolactam (-52.0%), sulphuric
acid (-33. 0%) and ferrochrome (-24.8%) decreased considerably.
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OUTPUT OF SOME INDUSTRIAL PRODUCTS

(000 Tonnes)

1979 1980 1981 1982 1983

MINING ‘ - \
Hard Coal(K) 4,051,3 3,602 3,973 4,008 3,537
Lignite (K) 11,050,6 13,639 15,058 16,159 18,355
| Chromite (K) - 176,4 170 208 223 181
"~ Copper Concentrates(K) 127,3 i1 159 . 156 46
Sulphur (K) 21.0 21 29 31 32
Crude Oil(p) . 2,832,9 2,316 2,364 2,335 2,206
Tinkal(T) ' 192.0 224 270 . - -
.Colemanite (K) 394.8 453 377 286 . 260
‘Wolfram Concentrated {K)(Ton)257,5 394 293 140 111
Phosphate (K) 26,7 21 43 26 50
Alumlna(K) 75.2 - 137 131 84 58

NANUFACTURING - ‘ A

FOOD L ' : -
Sugar:(K) - S 975,8 ' 868 1,397 1,255 1,244
Téa|(K) - 102.0 91 87 88 95
Meat = - 55,6 43 59 48 56
" Pasteurized Mllk(K)(MnLt) 17,6 16 18+ - 21 33

TOBACCO-BEVERAGES B : .

Filter Cigarettes(T) . 28,6 27 40 47 - 51
- Non-filter Cigarettes(T) 27.8 21 25 . 15 14
- Raki1(T) {000 Litres) 42,642,0 44,000 44,000 - 39,000 41 000

- Vodka{T) (000 Litres) 4,831.0 = 4,203 3,398 ~ 1,961 3,15%
Beer (7§ (000 Litres) 41,813.,9 35,000 36,000 44,000 46,000
Wine (T) (000 Litres) 6,614.8 f,200 5,223 4,245 4,600

TEXTILES-LEATHER . ' | _ I _
Cotton (Lint) (K) ' 476.0 500.0 - 488,0.. 489,00 500
Cotton Yarn (K) 44,3 41,5 42,3 47,0 - 51
Cotton Textiles (K) (mn m)- 189,7 177.2 221.7 214.2 228

.- Woollen Yarn {(K) _ 3.5 3.4 4.0 4.6 5

- Woollen Textiles (K)(mn'm)2 6.6 4,8 - 6.0. 6.5 7
Handmade Carpets (k) (000 m-) 76,6 67.0 . 54,6 - -
Machine-Made Carpets(K)(000 m 2y 112,11 97.2 104.8 134.4 173
Shoes(K)(000. palrs) ‘ ‘ 2,525,0 2,525,0 2,759 2,557 2,442

PAPER({K) o 301,8 301 . 365 - 398 391

TYRES (000) S . ' .

~ Car tyres(T) . ‘ 1.387.9 1,528 1,102 1,564 3,6154
Truck-Bus tyres(T) 1,182.6 1,186 1,243 . 1,419 1,677
Tractor tyres (1) _ 372.3 514 461 " 464 600

- Tubes(T) : 1,737.8 2,088 2,052 2,314° 32,929
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1979 ‘1980 19381 1982 1983
CHEMICALS-PETROCHEMICALS :
Borax (K) : 35.8 - . 36,0 30,0 14 31
Boric Acid (T) ) 10.0 17.0 23.0 23 26
Sodium Perborate (K) 5.4 10,0 10.0 9 14
Salt({k) ) ~1,079.3 1,171.0 1,308.0 1,326 1,007
PVC (K} : ] 21.5 27.1 39,2 40 41
Polyethylene (K) 17,2 ‘16.3 17.6 25.6 30
_Carbon Black(K) 15,1 15.4 18,1 19,9 25
Synthetic Rubber(K) 20.0 20.4 29,1 30,3 24
Polystyrene (K) 9.0 11.0 12.3 10,2 16
Caprolactam(K) 16.4 4.9 14,4 19 9
PETROLEUM PRODUCTS ‘ ,
Gasoline (T) - 1,891.9 1,905.0 1,937 2,030 1,959
Diesel Ni1(T) 2,421,0 3,105,0 3,535 4,626 4,597
tuel-Nil(T) . 4,2R4,5 4,756.0 4,977 6,674 6,097
CEMENT (T) . 13,812,0 12,875.0 15,043 15,777 13,959
FERTILIZERS-AUXILIARY PRNDUCTS '
Ammonia (T) : 248.4 - 321.0 345 310 339
Sulphuric Acid (T} . 297.3 324.0 817 737 194
Phosphoric Acid(T) ‘ 160 .4 176.0 218 151 101
Nitrate Fertilizers(T) 1,660.8 2,253.0 3,315 3,258 3,524
Phosphate Fertilizers(T) - 1,603.5 2,051.0 3,261 2,484 3,602
IRON AND STEEL )
Coke (K) © 2,040,2 1,870,0 1,840 2,075 2,489
Crude Iron(K) 1,966.,0 1,908,0 1,840 2,180 2,724
Molten Steel(K) 2,277.6 2,295.0 2,363 2,705 3,166
NON FERROUS METALS ' ' :
Copper (blister)(K) 22.2 15.9 27.3 25.4 18
MoltenAlluminium(K) 31.7 33,6 40,3 36.3 30
%Zinc Ingot(K) 17.2 15,2 18,1 14,9 14
Ferrochrome (K) 33.2 32,7 40,8 39.9 30
AGRICULTURAL MACHINERY _ . .
Tractors ho {T) 14,487,0 15,652 24,751 34,616 40,973
MOTOR VEHICLES (no) : _ o .
Trucks (T) - 13,239.0 - 8,165 11,915 15,127 16,474
Vans (T) 7,966.0 - 7,282 4,825 4,145 6,822
cars (T) L 43,554.0 31,533 25,306 31,195 42,509
Buses-Midibuses (T) 1,639.0 1,641 2,011 2,290 3,346
Minibuses (T) ~ ' 4,134.0 2,243 1,940 4,278 6,712
RATILWAY VEHICLES (no) :
Piesel Locomotives (T) © 35 40 25 - -
Wagons (T) : 1,311 . 604 853 - 820 1,055

K: Public Sector's Production Only
T: Total Production:
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In summary, by 1983 the output- of a large number of industrial pro-
ducts had picked up and in most cases reached previous production
levels.Even so, the industrial-sector's réadjustment to the changing
structure of demand and to market conditions contihues to adversely
affect the level of production of somé products, such as cement.
sulphuric acid, phosphoric acid, blister copper; molten aluminium,

zinc ingots and ferro-chrome.
Capacity Use in the Private Manufacturing-industry 

At the beginning of 1982, the Istanbul Chamber of Industry began
publishing, on 'a quarterly basis, a quantitative analysis. of the
state of the manufacturing industry. o N
A cyclical fluctuation of a séasonal nature seems to have run through
1983 with production, employment and. sales low in the first quarter
considerably higher in the second, low in the third and very high

in the fourth quarter. In 1983, on a yearly basis, this ratio was
1.04. The production/sales ratio was high in the first guarter (1.07)
lower in the second (1,05) and in the third (1.02) and very near

1.0 in the fourth quarter (1.01). ‘ S T

H

Use of capacity dropped in the third quarter to 68.1 and increased
to 70.2 percent in the fourth quarter bringing the average for -the
year to 69.6 percent, from 66.8 percent in 1982 and 62.1 percent
"in 1981. The average use of capacity increased in 1983 in all nine
sectors of the private sector manufacturing industry.
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In spite of the overall increase in capacity use, three sectors continued
to register low usage-forestry products (58,7 percent), capital goods
and machinery (62.2 percent) and basic metals (65.3 percent). The
highestcapacity utilization was in food and in textiles. Both these
sectors operated at 75.3 percent capacity.

The most important reason for under-utilization f capacity in 1983
was, according to survey respondents, insufficiency of demand (45.4
percent), financial problems (25.1 percent) and raw material shortages
(20 percent). However, although low demand was the most important
problem in each of the past three years, its relative importance
dropped to 45.4 percent in 1983 as compared to 49.3 percent in 1982.
There was also a decrease in the relative importance of financial
problems, from 25.8 percent in 1982 to 25.1 percent last year.

On the other hand shortage of raw material supplies increased in
importance from 17 5 percent in 1982 to 20 percent in 1983 and

energy problems reappeared, moving to 5.7 percent from 2.7 percent
in 1982,

REASONS FOR LOW UTILIZATION OF CAPACITY

1982 (ELEM
- InSuffiCEEncy in demand 49,3 kg i
a)Domestic demand’ 35.8 31.7
b)Foreign demand 13.5 13.6
- Financial problems 25.8 25.1
- Non availability of raw materials 17.5 20.0
a)Domestic raw materials : 7.5 10.0
b) Imported raw materials 10.0 10.0
- Labour problems 2.8 2.7
- Energy. 2.7 5.7
~. Others - 1.5 1.0
1983
1982  January April July- Nctober 1983
Average March Juna September December Average
Food-Beverages-Tobacco ©74.0 74.3 73.6 "76.6 75.9  ° 75.13
Textile-Clothing-Leather 70.2 76.1 75.1 75.4 74.8 75.3
Forestry. Products,Furniture 57.7 S5B8.0 60.3 57.1 58.8 58.7
Paper, Paper Products . L
and ‘Printinag 71.8 71.5 69.4 74.3 76.2 732.0
Chemicals, petroleum, Rubber
. Plastics 69.8 73.2 73.5 72.3 72.6 72.9
Earthenware ) 69.3 69.0 77.3 64.8 74.3 72.0
Basic Metals 63.6 73.5 65.9 61.7 61.7 €5.3
Capital Goods and Fachlnery 59.7 61.4 63.1 58.3 65.1 2.2
Others 71.8 73.2 74.2 ©62.7 0.7 - 71.9
Total 66.8 69.9 69.8 68.1 70.2 £9.6
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In the following sectors, insufficient domestic demand was the reason
for low capacity utilization, to the extent of the percentages shown

Glass and glassware 66.6 percent
Pottery 62.5
Earthenware G2.4
Printing and publishing 61.4
Other Ceramics 60.0
Beverages 60.0
Non-electrical machinery 59.6
Petroleum and coal products 25.0
Footwear 2.1
Plastics products 51.0

It will be observed that the sectors in which the lowest rates of
capacity utilization were attributable to the insufficiency of
domestic 'demand were those related to the construction industry,
which still has not recovered from the deep recession which was
sparked off by the 1mp1ementat10n of the January 1980 economic
stabilization measures.

The survey also showed that there was very little investment in

1983, only 15 percent of the repondents realized investment, overall;
and the propensity to invest in the immediate future was also low,

only 19.3 percent of all the respondents are planning to invest in

near future. In some sub-sectors, however,the propensity to invest in

the short term was markedly above the average-in beverages(42.8 percent in
favour of investment), glass (38.4 percent), motor vehicles (31.8
percent) and non-ferrous metals (31.5 percent).

Opinion as to preoduction was relatively optimistic; 62.2 percent of
the respondents indicated that their output increased in 1983 and
57.6 percent said that thev expected production to increase in the
immediate future.

A total of 64.2 percent of the respondents stated that their sales
increased in 1983 and 53.1 percent expected that sales would continue
to increase. New orders increased according to 43.8 percent of the
respondents and 47.4 percent expected new orders to remain the same
in the immediate future.

Sixty percent of the respondents said selling prices increasSed in
1983 and 59.8 percent expected them to continue to rise.

Acgoxd1ng to 91.7 percent of the respondents, raw material prices
inereased last year and 84.9 percent ekpected further increases.

Wages remained the same in 1983 for 61.5 percent of the respondents,
hut 52.7 percent expected increases in the early future.

On a quarterly basis, price increases peaked in the second quarter
of 1983 but fell to a much lower level in the fourth quarter. )
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1983 - 1st Quarter 2nd Qtr  3rd Qtr 4th Qtr

Quarterly ;nc—-

reases in prices 10.2 11.6 8.8 8.3
. Implicit 12 month :

deflator 32.5 36.8 33.3 33.1

Annual real pro-

duction increase 4.9 8.5 9.2 9.3

Private Sector Manufacturing Industries' Output

The rate of increase in the private manufacturing industries' total
production was 10.1 percent in 1983, as compared with 5.4 percent
in 1982 and 10.3 percent in 1981. The implicit price deflator was
30.5 percent. : S

By value, output of the private sector manufacturing industries

amounted to 36 percent of the national total, as against 55 percent
in 1982, - -

The highest growth rates at constant prices were registered by the
basic metal industries and by the manufacturers of fabricated metal
products, machinery.and transport equipment, the production of all
of which increased by 18.8 percent. Production of textiles, clothing:
and Ieather goods increased by 12.7 percent; output of food, beverages
and tobacco rose by. 7.5 and production of chemicals, petroleum products,
coal, -rubber and plastic products improved by 5.8 percent. The
remaining two sectors production stagnated in 1983; production of
wood, wood products and furniture increased by 0.2 percent and that
of paper, paper products, printing and publishing by 1 percent.
Production of non-metallic mineral products fell by 4.6 percent,

The relative shares of the sub-sectors in private manufacturing
changed considerably in 1983 as compared to 1981 and 1982. The share
of metal products, machinery, and transport equipment increased from
22 percent in 1982 to 24 percent in 1983 and that of textiles,clothing
and leather goods rose from 15 to 16.5 percent. The share of chemicals,
petroleum and coal, .on the other hand, decreased to 26.7 percent in
1983 from 29.3 percent in 1982; that of food, beverages and tobacco

to 14.3 from 14.8 percent and non-metallic minerals' sharé dropped
from 7.5 to 6.9 percent. The remaining sectors did not show any
appreciable changes. ' '

The relative size of the various sub-sectors indicates the 1983
profileof the private manufacturing industry.The biggest sub-sector
was chemicals, petroleum, coal, rubber andplastics products with
26.7 percent of the total, followed by fabricated metal products,
machinery and transport equipment with 24.1 percent. Textiles,
clothing and leather goods represented 16.5 of the total and food,




beverages and tobacco 14.3 percent.
metal industries with 8.1 percent and non-metallic mineral products
Paper and paper products,
represented 2.1 percent of the total and

with 6.9 percent.

Only 0.9 percent.

Comparisons with 1971 show that major changes have taken place during
Food and textiles declined in relative impor-
petroleum and coal more than doubled their
Non metallic minerals and basic

the past twelve years,
tan¢e, whilst chemicals)

share of total production values.
metals were among the sectors which increased their shares.
also lost some of their importance.
consumer goods industries lost ground to 1ntermed1ate and

products and paper
summary,

investment goods production.
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They'werefbllowed by the basic

printing and publishing
wood and wood products

YEARLY PRODUCTION YALUES OF THE PRIVATE MANUFACTURING

Forestry
In

" INDUSTRY
{Thousand Liras)
19582 1983 Growth Growth  Tmplicit
Current Current Constant Rate at Rate at Def,
Prices Prices Prices Cur.Pri.% Con.P.% 3
Manufacture of: ‘ o
Food, Beverages i
and Tobacco 303,257,996 423,338.991 326,031.763 39,6 7.5 2%.9
Textlles and :
Leather Industry 315,505,998 487,526.292 355,683.243  5h.5 12.7 3741
Wood and Wood Products '
and Furniture 19,396.2]3 26,’460,532 |9,h36.659 36.‘! 0.2 36.1
Paper and Paper Products,
Printing and ) .
Publishing hé,64h.457  63,277.075 47,111.959  35.7 1.0 34.3
Chemicals and Petroleum,
Coal, Rubber and -
Plastics Products 598,087,838 791,322,581 633,039,201 32.3 5.8 25.0°
Non-Hetallic Mineral : :
Products 159,129.519 203,343,118 151,790.470 27.8 - 4.6 34,0 .
| Basic Metal f[ndustries 157,826,334 238,833.934 187,330.595 51.3 18.7 27.5 i
Fahricated Metal Products ’ ' '
Machinery and Transport -
Equipment 452,786,735 713,874,816 537,962.115% 57.7 18.8 32.7 i
Other 7,247.330 12,808.078 8,719,695 76.7 20.3 46,9 ;
Total Products 2,059,882.420 2960,785.417 2267,105 700 43.7 10.1 30.5
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Public Sector Manufacturing Industries' Output

Public sector preduction represented 44 percent of total manufgctu—
ring output, compared to 45 percent in 1982 and 41.4 percent in
1981.

At current and constant prices, public sector production rose by
36.5 percent (as against the private sector's 43.7 percent) and
5.7 percent (10.1 percent), respectively, with an implicit defla-
tor of 29.1 percent (30.5 percent in the private sector).

Three subsectors of the state manufacturing industry registered
high rates of growth;fabricated metal products, machinery and
transport equipment increased by 19 percent in real terms, basic
metal industries by 12.4 percent and textiles, clothing and leather
goods by 11.9 percent. Output of food, beverages and tobacco inc-
reased by 5.6 percent and of chemicals, petroleum, coal, rubber
and plastics by 3.5 percent. Paper and paper products, printing
and publishing recorded a low rate of growth of only 1.8 percent
The two remaining sectors showed negative growth rates of consi-
derable magnitude: wood and furniture decreased by 7.9 percent and
non metallic mineral products by 10.8 percent.

Together, the private and public manufacturing industries increased
their output by 40.5 percent at current and by 8.1 percent at cons-
tant prices, with a corresponding deflator of 30 percent. When com-
pared to the average price increase of 35.5 percent for industrial
raw materials and intermediate products shown in. the Wholesale
Prices Index for 1983, the deflator of 30 percent would seem to be
understated, A survey prepared by the Istanbul Chamber of Industry
with a more limited coverage of the private sector indicates a
production increase of 44.6 percent at current prices, 8 percent

at constant prices and an implicit deflator of 33.9 percent. If
adjusted in accordance with the results of the Istanbul Chamber

of Industry survey, private sector production growth might be reduced
from 10.1 percent to 8 percent. Then, total production of the two

sectors would show a rate of increase of 7 percent instead of 8.1
percent.
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YEARLY PRODUCTION VALUES OF THE STATE MANUFACTURING

INDUSTRY
(Thousand Llras)
19dZ - 19873 Growth Growth tmplicit
Current Current Constant Rate at Rate at pef.
o Prices Prices Prices Cur.Pri.%z _ Con.Pri.% £
HanuTacture of: )
Food, Beverages ]
and Tobacco © 400,315.156 513,003.659 hz22,541,770 28.2 5.6 L2134
Textites, Clothlng' .
Leather Industry 61,556,325 96,491,958 68,888,366 56.8 11.9 bo.1
Wood and Wood Products
and Furnlture 17,087.832 23,519.667 - 15,734,734 37.6 - 7.9 49.3

Paper and Paper Products,
Printing and .
Publishing ) : 50,597.0850 64,612,955 . 51,496,615 27.7 . 1.8 25.5 .
Chemicals and Petroleum,
Coal, Rubber and

Plastics 819,476,374 1,118,688.464 848,143,305  36.5 3.5 31.9
Non-Metallic Mineral

Products’ 40,893,306 47,637,067 36,482,177 16.5 -10.8 30.6
Basic Metal Industries 202,289,963  291,906.607 227,358,994 44,3 12,4 28.4 -

|Fabricated Metal Products

‘I Machinery and Transport )
Equipment 90,374,536 141,209,456 107,542,352 56.

Total ' 1,682,591.342 2,296,770.000 1,7786,188,.313 36.

LY, VY]
e
. .
~ O
3
0
.
—

General Survey of Manufacfﬁring

Data from OfflClal surveys of manufacturing coverlng 1976- 1982
emphasize a number of dlfferences between the public and private
sectors. .

Average annual wages were consistently higher in the publlc sector,
by 43.6 percent in 1982, They were 48.5 percent higher in 1980 and
56.0 percent hlgher in 1981,

Value added per person employed was 36.9 percent hlgher in the pUUhc
sector in 1982 but only 7.2 percent higher in 1981. Overall, public
sector value added per person was lower than in the prlvate sector
in 1976 1982,

Real wages dropped both in public and private sectors in 1979
and 1980 and then increased in 1981, While real wages in private
sector continued to increase in 1982 they dropped in the public
sector., Between 1976-1982 real wages in public sector has been
continuously higher than the wages in private. sector.

Wages as a percentage of value added decreased conSiderably in the
public sector, from 48 percent in 1979, to 47 percent in 1980, 41
percent in 1981 and to 30 percent in 1982 coming closer to the

private sector, where they remained at 28’ percent durlng 1980- 1982,
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FROM SURVEYS OF THE
MANUFACTURING INDUSTRIES,

{In Turkish Liras}

1976 1977 1578 1979 1980 1981 1982
Annual Wage
Public Sector
Real Wage 12.8 17.0 17.7 16.5 15,3 17.0 16.6
At Current Prices 50.7 83.6 132.9 202.5 390.8 593.8 725.8
Private Sector N
Real Wage 12.2 13.6 13.1 12.5 10.4 10.9 1.6
At Current Prices 48.3 66.8 98.7 154.1 263.2 380.6 505.6
Value Added Per Person (TL.) " ]
PubTic Sector 184,200 206,600 286,803 419,966 833,874 1,442,719 2 450,380
Private Sector 135,300 189,900 298,125 LB8h,961 923,414 1,345,998 1,790,120
Vage/V.A. | |
Public ' 27 ho 1 T Ly b1 30

Private 34 34 33 Y 28 28 28

Soufce: State Institute of Statistics

Trends in Private Sector Manufacturing

The relative share of inputs as a percentage of output or -input/out

put coefficieént, increased considerably, from 61.7 percent in 1978

to 66.3 percent in 1982, indicating the probability of higher costing
~'of inputs and/or lower pricing of outputs. :

As a result of this development, the share of value added as a
percentage of output decreased from 38.3 percent of output in 1978

to 34 percent in 1981 and 1982,

- The major recipients of value added, labour and non-labour factors
of production, have suffered declines in their shares as percentage
of output. Wages as a percentage of output decreased from 12.7 per-
cent in 1978 to 9.5 percent in 1982, while the non-wages share decreased

from 25.6 percent in 1978 to 24.2 percent in 1982, aftér a transitional
increase to 26.1 percent in 1980. ' ,

As 2 percentage of value added, there would seem to be .an inpressive
stability of wage and non-wage factors, with wages representing 28,2~

28.5 percent of value added in 1980-1982 and non-wage factors .71.5 =
71.8 percent. .

‘There was indeed relative stability in all ratios between 1981 and

1982, an indication that the private sector quickly adapted to the
new rules of the game of the market economy brought in by the 1980
stabilization measures. In simple terms, this stability-which is
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expected to have continued in 1983-can be expressed as follows: For
100 Liras of output produced in 1981-1983, two thirds went td the
purchase of inputs (66.7 percent) and one third wasvalue added by
the firm (33.7 percent). . Out of this value added, 28 percent or 9.3
percent of output went to labour as wage payments and 72 percent
(24 percent of output) went to all the other factors of production.

Input:output ratio in the public sector increased markedly bhetween
1978 and 1981, from 58.9 percent to 68.8 percent, and then decreased
to 66.4 percent in 1982, becoming equal to the private sector's for
the same year. As a result of this development, value added as a .
percentage of output considerably decreased between 1978 and 1981,
from 41.1 percent to 31.2 percent but showed a small increase in
1982 which brought the VA/O ratio to 33.6 percent making this, too,
equal to the private sector's for the same year.

Non~wage income as a percéntage of value added was brought down to
51.8 percent in 1979, just before the stabilization measures were
enacted. Wage income took the remaining 48.2 percent. In the following
three years, the new policies for the public sector were reflected
in non-wage income as a percentage of value added, increasing to 53.1
percent in 1980, to 58.9 percent in 1981 and to 70.4 percent in 1982,
coming close to the private sector's ratio of 71.8.Wages as a percentage
of value added gradually decreased from 48.2 percent in 1979 to 29.6
percent in 1982; also coming close to the private sector's ratio of
28.2 for that year.

Wages as a percentage of output decreased from 19 percent in 1978

and 1979 to 10 percent in 1982. After decreasing between 1978 and

1980 from 22 percent to 17 percent, non-wage income picked up gradually
and reached 23.7 percent in 1982, thus equalling the private sector's
gross profitability of 24.2 percent for the same year. This convergence
of ‘-private and public sector gross profitability came mostly through
pricing policies of the public sector following the private sector's
example. There is no indication that the increase in gross profitability

-has been a result of increased productivity. Inputs as a percentage
of output increased considerably between 1978 and 1981, from 58.9
percent to 68.8 percent, whilst the value added decreased ' from 41.1 |
percent to 31.2 percent. The year 1982 constituted an exception since
the I/O ratio decreased to 66.4 percent from 68.8 percent in 1981

and, consequently, the VA/O increased to 33.6 percent from 31.2 per-
cent. - : '
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PUBLIC MANUFACTURING SECTOR'S
INPUT OUTPUT AND VALUE ADDED

(Million TL.)}

18.9 16.

1978 1979 1980 7981 1982
Output {(0) 201,613 310,343 752,415 1,281,921 1,946,867
input - (1) 118,820 187,198 - 511,568 881,363 1,292,341 .
Value Addéd (VA) 82,793 © 123,145 240,847 . 400,568 654,526
Wages (W) 38,364. 59,364 112,977 . 164,870 193,891
Non Wage Income (NW) B4,439 63,781 127,870 235,698 460,635
W/VA 46.3 48.2 46,9 b1 29.6
NW/VA 53.7 51.8 53.1 - 58.9 70.4
W/0 19.0 19.1 15.0 12,9 10.0
NW/0 22.0 20.6 17.0 18.4 23.7°
/0  58.9 60.3 68.0° 68.8 " 66.4
VA/0 - K11 -39.7. 32.0 - 31.2 33.6
WAl 32.3 31.7 22.1 18.7 15.0
PRIVATE MANUFACTURING SECTOR'S
INPUT, OUTPUT AND VALUE ADDED
: . . : _ ~ (Million TL.)
1978 1979 1980 1987 1982
Qutput(o) 405,035 - " 659,064 1,314,972 2,188,519 3,071,576
Input (1) 249,897 413,383 835,247 1,445,282 2,035,241
Value Added (vA) 155,138 235,675 479,725 (743,237 1,036,335
Wages (W) 51,382 78,090 136,756 210,153 292,708
Non Wage Income (NW)103,756 157,585 342,969 533,084 743,627
W/VA 33.1 33.1 28.5 28.3 28.2
NW/VA 66.9 66.9 71.5 71.7 71.8
1w/e 12.7 11.8 10.4 9.6 9.5
NW/0 25.6 23.9 26.1 24 .4 24.2
t/0 61.7 62.7 63.5 66.0 66.3
VA/0 38.3 35.8 36.5 34.0 33.7
W/l 20.6 b 4.5 14.4
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6. Employment,‘Labour=Re1ations

Fmployment

Turkey s rate of populatlon growth was very -high over the past twenty

years, the average annual rate of increase ‘having reached 2.5
percent. '

During the 1960's and up to the end of 1973, emigration to Western
Europe slowed down the population increase. In subsequent years;
falling fertlllty rates were more or less balanced by falling
mortality rates. Mortality rates, having reached roughly average.
European levels, may not further fall substantially; fertility rates
are likely to contlnue their decline. The expected slow-down in
population growth, however, would affect the labour market only
after 15-20 years. Meanwhlle, the.active population is likely to
increase at a rate of around 900.thousand per year and the labour
force by close to half- a—mllllon, whilst, in the 1970s, new jobs
were created-at an average annual rate of only 190 thousand Job
creation was relatively higher between 1970 and 1975, corresponding
to an annual rate of 216 thousand but it fell to only 136.6 thousand
in 1981 to 100 thousand in 1982 and is estlmated to have been 215.3
in 1983,

Whilst 6 out of 10 of the economically active pbpulation are-still .
engaged in agriculture and related activities, there has been a
marked decline in the last twenty years, from 77.2 peércent in 1962
to 60.3 percent- in 1983. This fall of 16.9 percentage points was
accounted for .partly by an increase of 3.8 percentage points in
employment in industry but the most rapid increase, equal to 4. 8
percentage points, occurred in the services! sector,partlcularly

in the civil service and in commerce. Overall, 59.8 percent of
total employment created during the 21 years. of planned development
took place in the services sector, 32.5 percent in 1ndustry and
construction and 7.7 percent in transportatlon

‘Between 1962 and 1983, employment in the non- agricultural sectors

of the eccnomy 1ncreased by 5 percent per annum at the beginning

of the. period and by 4 percent during the second half of it. It -
dropped further, to 2.4 percent p.a., during 1975-1980. It is -
expected to - remain approx1mately at the same level with" poqtulated GDP

growth of 4 percent per annum 6r to increase to 4 percent per annum.if
the GDP - 1ncreaseb by 5.5 per ammmldurlng the period 1980 to 1985,

Emplovment in 1ndustry has increased, on average, by approx1mate1y

3 percent p.a. whilst that in the constructlon ‘sector has increased
by 4.1 percent p.a. The overall average for the non- agricultural
sectors has heen especially affected by the high rate of employment-
increase in banking (8.0 percent), commerce (3 2 percent) ‘and other
services (4. 2 percent)
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There are several reasons for believing that the State Planning
Organisation's implicit estimate o6f the magnitude of agricultural
population and of the rural exodils'may bé too high. It is based

on a rising rate of partiecipation in agriculture as well as else-
where but, as education spreads and incomes.rise, the employment

of children and women is likely ‘to fall rather than to rise. On

the other hand, the estimaté is predicated on. very high growth

‘rates of productivity in agriculture; 5.1 percent per annum in
1972-1977, 9 percent in 1977-1987, and such increases in productivity
are unlikely to materializé: a productivity increase of around- 3.2
percent p.a. for agriCulture;Séems;mOre;likely;in the medium-term.
Thus, the actual extent of disguised and open unemployment . in
agriculture and the rate of the annual exodus from the land may

well be less than the SPO's ‘estimate. A more realistic projection
might be based of'a slight increase in the agricultural’ labour force
of around 0.4 percent per annum; whichj together with the 3.2 percent
‘productivity increase; will make up 3.6 percent per annum in agricul-
tural production. In fact, the increase in agricultural production
averaged 3.3 percent per annum during the two decades 1962-1981.

~ SECTORAL DISTRIBUTION OF MANPOWER DEMAND.
L _;19'62‘_]983 _ R

1862 1983, . Absolute -
(goo) % - (ooo) . .z .{o00) . . %
Agriculture "~ 9,782 - 77.2. - 9,450.8 " 60.3  29i.2 L - 3.0
Industry ~ 1,048 . "8.3  1,908.1 " 12.1 - B60.1 82.1
Mining - - 68 S 0.5 T 113.0 0 0.7 - k5.0 66.2
. Manufacturing -~ 948 - . 7.5 1,676.0 ' 10.7- 728.0 . 76.8
Energy-Water-Gas - 32 0.3 - - 119.1° 0.7, . - 87.1 - 272.2
Construction - 272 2.1 . '595.,5 3.8 - 323.5.  118.9
Transportation- .. - 248 - - 2.0 . 51h,9 ... 3.3 266.9 107.6
Comme rce 310 co2ch . 683.8 k373,80 . 120.5¢
| Banking oo b9 o0k 2237 T J7hi7 . 356.5
Other Services ~ ~ 957. . ° 7.5 1,932.5... 12,3 .- 981.5 103.2
Unspecified Com o s 3330 T e Y
Total = 12,620 . 100.0 - 15:682.3 -.100.0 .3,062.3 = 2h:3
Nan-Agricul tural .2,878 22.8° 6.231.5 39,7 . 3.353.5 ~ . -216.5

Source: SPO, f98h PFqgfammé
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PERCENTAGE DISTRIBUTION OF THE ECONOMICALLY
ACTIVE POPULATION

7oz 1987 1982/1967

Agriculture. - 77.2 60.3 - 16.9
Absorbed by Relative Share of
L o the absorption

tndustry 8.3 12.1 3.8 22.5
Mining 0.5 0.7 0.2 1.2
Manufacturing. = 7.5 10,7 3.2 18.9
Energy-Gas-Water 0.3 0.7 0.4 2.4
Construction 2. 3.8 1.7 10.0
Transportation . 2.0 3-3 1.3 7.7
‘Commerce 2.5 b.4 1.9 11.2
Banking 0.4 1.4 1.0 5.9
Other Services - 7.5 12.3 4.8 28.4
Unspeci fied - 2.4 2.4 14.2
Total 100.0 100.0 15.9 100.0

"~ Source: SPO:. 1984 Programme

The development strategy of the Five Year Plans ‘has empha81sed a
higher rate of growth of output and labour product1v1ty than that

‘of employment. Although the rate of growth of employment in industry,

construction and transportation accelerated during the .Second and
Third Plan periods (1968-1977), it failed to absorb the increment
in the labour force. This is partly because the rate of employment
growth in services gradually fell from 8 percent during the First
Plan period to 6.4 percent during the Second and to only 3.9 per-

| cent during the Third Plan’ perlod

Structure of the Labour Surplus

According to recent estlmates surplus labour is around 3.5 million.
Some 650 thousand: persons are reglstered as unemployed and looking
for jobs through the Labour Placement Office whilst another 750
thousand are in search of work on their own account. It is estimated
that there are 1.4 million people not actively looking for a job and
that disguised unemployment in agrlculture accounts for around a
further 665 thousand persons. '

Active unemployment as a percentage of total labour supply rose from
around 5.22 percent in 1980 to 5. 53 in 1981, to‘6.11 percent in 1982
and to 7.6 pereent in 1983. .

The unemployment rate would have increased even more but for the
resumptlon of workers' emigration, mainly to the Middle East. A
fall in the. labour force participation rate, from 72.7 percent in
1970 to 65.3. percent in 1980 also eased the pressure on employment.
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Official labour statistics must be treated with reservations because
direct surveys are not made. The State Planning Organisation's annual
estimates are based on the extrapolation of population census data
and its own assumptions as regards production and productivity.

However, for the first time, questions regarding unemployment were
included in the 1980 population census questionnaire and unemployed
persons actively seeking work were registered accordingly. The results
of the one percent sampling of this 1980 census data, published by
the State Institute of Statistics, are vastly different from the

State Planning Organisation's estimates.. According to the SPO, 2.6
million persons were unemployed in 1980, whereas the SIS's census- \
based total is only 839,900,

. b
Given the economic situation at the time of the census and the fact 1
that Turkey has still by no means managed to pull itself out of the
recession, it is probable that neither the SPO nor the SIS figures
reflect the true position as it was and is today, too. Undoubtedly,

there were many census respondents who did not wish to admit to their i
being unemployed; furthermore, there are deéegrees of unemployment and !
those with purely casual or short seasonal Jjobs are, by most definitions,
unemployed. In addition, .there is a large body of men and women who ‘
never register with the Labour Office and, whilst part of the workforce, |
is prepared to take a job if offered one, it cannot be said to be
"actively" looking for employment. , ﬁh,,-~J

LABOUR, MARKET
(October 1977-1983)

(000 persons)

1977 1978 1979° - 1980 1981 1982 1983
Sectoral Employment
Agriculture(inc.Agric. - - - , ' .
- Surplus. Labour) 9,555.8 9,537.2 9,528.6 9,520.0 9,511.5 9,481.h g 450.8
Minlhg 116.7 120.2  122.8 24,2  -126.0 113.6 113.0
Manufacturing 1,591.6 1,609.6 1,571.5 1,5“7.? 1,593.5 1,628.4 1,676.0
Energy,Gas,Water 93.0 96.6 99,6 98.9 102,54 113.3 119.0
Constructlon 547.2  562.1 . 577.6 5806 582.1 584.0 595 .0
Transportation baoh,7 500.9 -492.2 k8072 hat.v - 49g.3 " B14.0
Trade 637.0  645.8  637.7 628.2 656.0 675.3 683.0
Banking, Insurance,Real _ : S :

Estate 197.,3  204.3  208.5  -211.1 213.9 216.3 223.7
Other Services 1,641.5 1,699.6 1,727.1 1,767.4 1,818.1 1,883.4 ¢ 937.¢
Unspecifled 256 273 273 273 273.0 273.0 - 373.0
Total 15,121.3 15,249.3 15,238.6 15,231.3 -15,367.9 15,467.0 15,682.3
Non Agricultural ‘ , o
Sector Employment 5,565.5 5,712.5 5,710.0 5,711.3 5,856.) 5,955.5  6,231.5

Source; SPD Draft 1984 Programme
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APPLICATIONS FOR EMPLOYMENT AND OPEN UNEMPLOYMENT

1978 1979 EL) 1981 1907 1933

Appllcations during

the year 832,265 653,581 504,780 618,137 639,142 648,837
Total Applicants 1,039,517 903,277 816,508 1,003,000 1,191,6h4 1,268,306
Fmployment Opportenities

Offered - 318,130 235,063 189,358 201, 366 188,96 200,472
Total Employment

Oppor tunities 331,752 2h3,203 198,544 Zi0,531 209,205 223,562
Open Unemployment 152,954 189,467 263,354 3h1,336 468,654 676,175
Placements During the Year 296,925 211,531 163,426 161,048 151,278 158,002

How serious the unemployment situation will become in the immediate
future depends upon the growth performance of the Turkish economy.
Only rates of growth far exceeding 7 percent per annum would be
likely to substantially reduce unemployment. But balance of payments
and domestic stability considerations seem to rule out markedly

l higher GNP growth rates for the near future. The highest growth rate
might be 7 percent by 1989, with lower rates between 1984-1989.

{ It is obvious that in all countries unemployment is a major problem
[ with no easy solutions. The traditional extended family system in
. Turkey has led to a certain cushioning of the undesirable economic
i and social consequences of long-term unemployment but family systems
<{ are changing and could notably reduce the buffer effects of the
extended family in the future.

Emphasis given recently to creating an outward looking, more efficient
economy might provide more employment per unit produced as production

| in labour intensive sectors and sub-sectors of the economy is encouraged
i at the expense of that in capital intensive fields. But it may also reveal
. serious bottlenecks in the skilled labour supply. Hence the need for
an educational policy better oriented to the skills most required by
the labour market.

| Considerably more labour could be absorbed by agriculture, tourism,
industry and manufacturing. There is need to increase the degree of
diversification and intensification in agriculture, with more emphasis
on livestock products, fruit and vegetables and on conditioning and

' marketing both to supply a fast growing domestic market as well as
- Tor export.
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CHANGES [N EMPLOYMENT AND LABOUR SURPLUS
(October, 1978-1983) (in thousands)
(Changes from previous year)

1978 1979 1980 1981 1982 1983
AddTtlonal Employment
In Non-Agricultural Sectors 136.6 - 2.1 1.3 ths .1 99,1 276.0
Total AddTtional Employment 128.0 -10.7 - 7.3 136.6 100.0 215.3
Civillan Labour Supply 252.9  265.1 277.4 H38 .k b6o, 3 h11.3
Surplus Labour. In Nan
Agricultural Sectors t2h.n 275.8 284 .7 301.8 3611 196.1
Surplus Labour in Agrl. -20.0 -20.0 0 0 -35.0 0
) Total Surplus Labour 104.9 255.8 284.7 301.8 3261 196.1

Source! StaterPlannlng Organization

STRUCTURE OF LABOUR SURPLUS
(October 1979-83, in thousands)

1979 1980 1981 19832 1583

Civillan Labour Supply 16,905.2 17,182.6 17,621.0 18,081.3 18,492.6
Civitian Labour Employment 15,238.6 15,231.3 15,367.9 15,4671 15,682.3
Non-Agricultural Labour

Surplus 1,666.6 1,951.3 2,253.1 2,614,2 2,810.3
Agricultural Labour Surplus 700.0 700.0 700.0 665.0 665.0
Total Labour Surplus 2,366.6 2,651.3 2,953 .1 3,279.2 3,475.3
Unemployment Rate th, 00 15.43 16.88 18.13 18,79
Unemployment Rate 9.8% 11.135 12.78 14,45 16.20
(Excluding disgused unemployed

In agriculture)

The recession, along with the increase in productivity which is reckoned
to have taken place as a result of the reorganizational measures
implemented since September 12, 1980 have considerably reduced the
demand for labour. The number of applicants who found employment
through the Employment and Labour Placement Office decreased from

B77 thousand in 1977 to 151 thousand in 1982 and 158 thousand in
1983. Open unemployment, as recorded by the same Office, increcased
gradually from 131 thousand in 1977 to 341 thousand in 1981, to 468
thousand in 1982 and to 626 thousand in 1983.
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Emigrant Workers

A record total of 135,820 Turkish workers emigrated in 1973, allowing
for the absorption of the yearly incremental labour force surplus by
emigration, ‘

But due to changing economic and employment conditions abroad, emig-
ration slowed down and continued at an average of only 20 thousand
per annum for the following six years, (1974-1979). This was followed
by a revival in 1980, when 28,503 workers left to take up jobs abroad,
and by a more marked improvement in 1981, when 58,753 workers were _
sent abroad; in 1982 49,338 workers and in 1983 52,470 workers emigrated.
Emigration has recently been concentrated on Libya and Saudi Arabia.

EMIGRATION OF TURKISH WORKERS

Usa
Years Australia Libya Saudi Others Total
Europe Arabia
1973 132,674 664 4 2,478 . 135,820
1974 18,272 1,015 - 924 20,211
1975 1,612 2,121 251 435 : 4,419
1976 3,569 4,098 1,832 1,059 10,558
1977 3,986 8.582 4,722 1,853 19,084
1978 2,536 7,726 5,769 2,993 18,852
1979 1,847 9,825 8,522 3,436 23,630
1980 2,874 15,090 5,643 5,016 28,503
1981 1,242 30,667 14,379 12,465 58,753
1982 398 26,686 12,325 9,979 49,338
1983 464 23,292 20,238 8,476 52,470
EMIGRATION OF TURKISH WORKERS
Number o " Number
Years of Cumula- Years - of Cumula-
Workers tive ‘ Workers - tive
1962 11,185 11,185 1972 85,229 652,991
1963 30,328 41,513 1973 , 135,820 788,811
1264 66,176 107,689 1974 20,211 809,022
1965 51,520 159,209 1975 : 4,419 813,441
19686 34,410 193,619 1976 10,558 823,999
1967 8,947 202,566 1977 12,084 - 843,083
1968 43,204 245,770 1978 19,084 861,935
1969 103,975 349,745 1979 23,630 885,565
1970 129,575 479,320 1280 28,503 914,068
1971 88,442 567,762 1981 58,753 972,821
1982 49,388 1,022,209
1983 52,470 1,074,609
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Wages of Workers Under Social Insurance Scheme

In 1983 ,. average gross daily wages 1ncreased by 31.3 percent and net
wages by 32.0 percent. The Cost of Living Index for Istanbul having
increased by 28.8 percent for the same period real groos wages inc-
reased by 1.9 percent during- 1983 and real net wages by 2.5 percent.

The rate of increase in wages was higher in thé& private sector as
compared. to the public sector and higher for males than for females.

lAVERAGE WAGES OF INSURED WORKERS

: . , . -TL/day

1979 1980 - 1981 1962 1983
Gross Wage 249,31 426.96 543.84 - 691.03 907.00
Net Wage 160.35 22h 1 343.35 429.86 567.59

Istanbul Cest of LIVIng 391.70 761.00 1,047.30 1,389.56 1,790.24
Index(Ministry of Trade) o ‘ . ' .

Real Gross Wage 75.13 56.10 51.92 49.73 £0.66
Real Net Wage 40.93 29.49 32.78 30.93 31.70

NUMBER OF INSURED WORKERS

Years Number % Increase
1975 1,823,228 -
1976 2,017,875 - 10.7
1977 2,191,251 8.6
1978 2,206,056 6.8
1979 2,152,411 2.4
1980 Co 2,204,807 2.4
1981 ' 2,228,439 1.1
1982 2,264,788 1.6
1983 2,327,245 2.8

The number of insured workers increased by 2.8 percent to a total of
2,327,245 bersons in 1983. On the other hand, insured workers in

publlc and private sectors increased by 0.2 percent and 4.0 percent
respectively.

In 1983, the number of establlshments operating under the Social
'&nsurance Law increased to 911,467. Whilst the increase in the
number of insured workers between 1965~-77 was around 100 200
thousand this rate decreased botween 1978-83.

Between 1965-83, total insured female and male workers increased by
104 percent and 167 percent, respectively. Alsc the ratio of female
‘workers- to male workers decreased from 13.1 percent in 1965 to 10.1
percent’ in- 1983. : ' '
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Collective Bargaining Agreements

A total of 991 collective wage agreements relating to 5468 establishk
ments and covering 261,264 workers were put in force in 1983.

COLLECTIVE BARGAINING AGREEMENTS

1979 19801981 1982 1983

Collective Bargaining Agreements 2,914 1,813 647 3,221 991
Public - 1,204 45 255 1,038 2h1
Private 1,710 1,368 392 2,183 750
Number of Workers 746,032 329,987 465,353 1169,804 261,264
Public 265,710 236,665 357,850 727,692 174,187
Private 480,322 93,322 107,503 442,112 86,977
Number of Establishments 11,120 3,903 3,794 18,150 . 5,468
Public _ 2,003 2,018 2,746 8,122 3,875
Private 9,117 1,885 1,048 10,028 1,593

Source: Ministry of Labour, Supreme Arbitration Board




CHAPTER 11

MONETARY TRENDS

The note issue increased 1ess_rapid1y in 1983 (by 34,6 percént as
against 40.4 percent in 1982) but there was a small increase in the
income velocity of circulation. ‘

The Central Bank's advances to the Treasury showed a sharp increase
as did those to the deposit banks; however, the:latfer was substan-
tially offset by adjustments in the rates of the banks' statutory
deposits. The M1 money supply rose by 42 percent (38.1 percent in
1982) but the more significant measure of M2 less commercial depo-
sits ihcreased by only 35.3 percent(54.4 percent in 1982). The term
structure of deposit interest rates prevailing in 1983, during

which. year inflationary expectations were relatively higher, favoured
the holding of sight rather than time deposits and this, in turn, led
the narrow definition of money supply to expand more rapidly than the
broader definitions. : .

Total bank deposits were influenced by the trend towards negative
interest rates as a result of accelerating inflation and increased
much more slowly than in 1982 by 30.6 percent as .against 56.2 per-
cent. In real terms (using the Wholesale Prices Index as the .def-
lator) deposits dropped by 7.6 percent, compared with a rise of 23.6
percent in 1982. Also in real terms, the deposit banks' credits
dropped by 4.9 percent and, compared with 1977, their total end--
1983 deposits were 29.6 percent higher, whereas their total credits
were 12.6 percent lower. x : o '

Private sector bond issues increased by 23.4 percent, in 1983 but in
~value represented only 6.1 percent of the .national total of .265.,3
‘bn: TL; on_ the other hand, share issues fell in value by 14 bn TL
to 95.9 . bn TI. : :

- The Central Bank chose in 1983 a middle of the road policy, a compro-
mise between the tight monetary policy required to meet the targets

of the stabilization programme and the provision of the additional
liquidity required by the rising volume of economie activity; the

Central Bank credits were up by 34.8.percent. -
Of the several measures of inflation, that which'is most used is

the Wholesale I'rices Index of the Treasury and Foreign Trade Under-
Secretariat; this showed a December-on-December inflation rate of
'40.6. percent, .as against 24.8 percent over the previous twelve months;
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on.an annual average basis, the W.P.I. rose by 30.6 percent (25.2
tpercent in 1982). Price . rises began to accelerate from mid-vesr
‘and this trend has continued in the first half of 1984. It is to
- be observed that in 1983 in contrast to previous years, the whole
'sale Price Index rose at a higher rate than the cost of living
indices, suggesting the possibility of supply side factors becoming
-more and more- influential! on inflation. The demand restraining
monetary policy is therefore becoming less effective in pulling
“down inflation and will have to be supported by policies directed
towards improving supply conditions in the economy for future success
~in the fight against inflation. - '

1. Banknotes Issued

- The banknote issue increased by 34.6 percent during 1983, by 187.8

‘bn TL to 730.5 bn TL. Whilst the note issue was held within acceptable
limits, there was a slight increase in the income velocity of circu-
lation to around 20; on the other hand, in 1980 and 1982 when the

rate 'of increase in the banknote issue was relatively higher, the
income velocity had dropped to 19.4 and 19.5, respectively.

The baqknbfe,issue as a pércentage of the total resources of the
Central Bank decreased from 25-27 perc¢ent during 1976-79 to 18.5-20
. percent during 1980-83. : _

The main factor augmenting the volume of the banknotes issued in
1983 was the credits extended to the deposit banks;in fact, the de-
posit banks increased their use of Central Bank funds by 237.4 bn

- TL (or. by 81.9 percent) thereby raising their debt from the 1982
level of 288.9 bn TL to 527.3 bn TL. Another factor, second in
importance, which exerted an expansionary effect on the volume of
the banknote issue was convertible foreign exchange; this accounted
for 166 bn TL of funds, corresponding to an increase of 72.7 percent
on the previous year. As a tresult, the debt or position of Gold and
Foreign Exchange increased from 228.2 bn TL in 1982 to 394.2 bn TL
in 1983. Advances to the treasury increased by 27.2 percent, and

- this also had an expansionary effect on the note issue..

The main factor making for an increase in resources and thus diminishing
the volume of banknotes in issue was 159.9 bn TL of funds deposited
with the Central Bank by the deposit banks for fulfilments of revised.
reserve requirements. Thus, the net increase in the use of funds by |
the deposit banks was, in fact, 77.4 bn TL. Their liabilities increased
by 237.4 bn TL and their assets by 159.9 bn TL, so that by the end

of 1983, the deposit banks' liabilities amounted to 527.3 bn TL and
their assets to 561.1 bn TL, giving them a net asset position of

83.8 bn TL. -
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VELCCITY OF CIRCULATION OF MONEY

(Billion TL.)
Banknotes issued . ’
Annual Averages G'pr' Velocity
1979 146.5 2,199.5 15.0
1980 228.8 h,h35.1 19.4
1981 321.9 6,353.9 20.4
1982 447.9 - 8,721.8 19.5
1983 561.0 11,143 4 19.9
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BANKNOTES ISSUED AND MONETARY BASE

A{Billion TL)

R ) ‘ Banknotes Issued as a
Banknotes Annual Increase Reserve Annual JIncrease Percentage of total

- In Issue BN TL. Pércentdge Money BN TL. Percentage Central Bank Resources

1979 182.9 . 6€9.2 . 59.6 309.4 110.

5 55.5 26,3
1980 278.6 95.7 52.1 457.7 148.3 47.9 20,1
1981 386.4 .  107.9 38.6 .. 717.2 259.5 56.7 l8.5
1982 542.7 = 156.3 40,4 1,0m1,2 294 41.0 20.0
1983  730.5  187.8 34.6  1,398.1 .386.9 38.2 18.7
"MONEY MULTIPLIER
. 1979 1980 1981 1982 1983
Reserve '1.436 1.538 1.355 1.327 1.362
Money ' '
M. 1.705 1.926 2.282 2.525 2 '
Reserve’ " : : +525 .302
Money ‘ '
FACTORS AFFECTING THE VOLUME OF
BANKNOTES ISSUED
. (bn TL,) =
1982 1983 Chanqe %
Uses: ' _
Gold and Foreign Exchange 228,2 394.2 166.0 72.7
Credits : 910.5 1,234.1 323.6 35.5
-Ndvances to the Treasury 266.2 338.6 72.4 27.2
~Deposut Banks ‘ 289.9 527.3 237.4 81.9
-Others ' 354.4 . 368.2 13.8 3.9
Other NMgsets o 1,563.2 2,273.9 710.7 45.5
Total Assets ' 2,701.9 3,902.2 1,200.3 44.4
Neposits ' . 866.4 992,90 126.6 14.6
-Reserve Requirements of
Deposit Banks 401, 2 561,1 159.9 39.9
—~Other Neposits . 465.2 431.9 -33.3 7.2
Other" Sources " . 1,282.8 2,178.7 895, 69.8
Total Sources Excluding Money 2,159.2 3,171.7 1,012.5 46,9
Banknotes . 542.7 730.5 187.8 34.6
Total Liabilities - 2,701.9  3,902.2. 1,200.3 44.4
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2.'Money‘SUpp1y

It is to be observed that in 1983 the money supply increased more
rapidly in its narrow deflnltlon (M1) but less rapidly in all the
other definitions (M2-A, M2 and M3). Currency in circulation inc-
reased by only 18.7 percent in 1983 as compared to 46.8 percent in

. 1982 and commercial sight deposits incrased by 22.8 percent compared
to 42 percent in 1982, On the other hand, there was an explosive
increase of 118.7 peircent in savings 51ght dep031ts as a result

of which the money supply as narrowly defined increased at a faster
rate, by 42 percent as against 38 percent in 1982.

Contrariwise, . the MZ—A'money supply (M1+sav1ngs time deposits) inc-
reased less rapidly in 1983, by 35.3 perCent'as compared to 54.4
percent in 1982 and to 72.8 percent in ‘1981; this deceleration was
due to the fact that savings time dep051ts 1ncreased by only 25.9
percent in 1983 as compared to 85.3 in 1982 and 230.5 percent in
1981. . .

The M2 broad definition displayed a similar trend because its main
additional component, certificates of deposit, considerably. decreased
in absolute terms. In fact, the M2 money supply increased by 26 per-
cent in 1983 as compared to 56 percent in 1982 and 85 6 percent in
1981, _ _

The broadest definition of the money supply (M3), which contains in
addition, official deposits. and Central Bank deposits, increased by
only 23. 3 percent in 1983 as compared to. 48.3 percent in 1982 and
99.7 percent in 1981, _ ,

The terms structure of depos1t 1nterest rates prevalllng in 1983,
during which year inflationary expectations were relatively hlgher
- favoured the holding of sight rather than time deposits and this,
in .turn, led the narrow definition of money supply. to expand more
. rapldly than the broader deflnltlons

MONEY SUPPLY
(Billion TL)

1981 1982 1983 - ¥ Change
. : ' 1981 1982 1983 _
Ml Narrow Definition : 972.,0 1,341.9 1,904.9 38,1 38.1 42,0
Money in Circulation 280.6 411.9 489.0. 29,0 '46.8 18.7
Commercial Sight Deposits 458.5 - 651.2 799.7 60.3 42.0 22.8
Savings Sight Depositg 220.9 270.3 591.1 | 14,1 22.4 118.7
Central Bank and Other -Pep, 12,0 8.5 . - 25.0 - - )
M2 A 1,483.8 2,290.3 3,098.9 72,8 54,4 35.3
Savings Time Deposits 511.7 948.4 1,194.0 230.5 85.3 25,9
M2 Broad Definition 1,637.2 2,554,1 3,219.3 - 85.6 56.0 26.0
Commercial Time Deposits . 2.9 6.3 - 9.3 :
Certlflcatee of Deposats 150.5 257.6 111.1
M3 ’ 2,140.2 3,174.1 3,915.1 99,7 48.3 23.3
Nfficial heposits 15'7 4 218.5 364.8
Other (dntral Bank Deposits 345.6 401,5 331.,0
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3. The Demand For Money

The demand for money, expressed as a percentage of GNP, declined
substantially from around 6 percent of GNP during 1971-1978 to 4
percent during the past four years (1980-83). In the latter half
of the 1970s, the flight from money caused by rapidly accelerating
inflation and increased inflationary expectations and by strongly
negative interest rates, had resulted in an increase in the velocity
of the circulation. This increase was exacerbated because the mone-
tary expansions of 1979 and 1980 were insufficient to cover price
rises resultant from adjustments to controlled prices, from wage
increases and from devaluations of the Lira. This trend would seem
" to have been reversed in the past few years.

DEMAND FOR MONEY
(As percent of GNP)

1971/ 1976/

1975 1980 1979 1980 1981 1982 1983
1)Currency 5.9 5.3 5.2 h.0 3.8 4.0 3.9
2)Commercial Sight Dep. b4 5.5 5.2 h.7 5.7 T buh 6.3
3)Savings Sight Deposits 9.1 6.6 5.4 3.7 3.2 2.8 3.8
By {1}+(2)+(3) 19.5 17.5 15.9 12,4 12.8 13.2 14.0
5)Time Deposits 5.7 3.3 2.7 2.7 6.4 8.4 9.3
6)M2=M1+{5) 25.2° 20.8 18.6 15.1 19.2 21,6 23.3
7)Publlc Deposits 2.7 2.2 1.9 1.5 1.8 2.2 2.5
8)M2+(7) 27.9 23.0 20.5 16.6 21.0 23.8 25.8
9)M2-(2) ' 20.8 15.3 13.4 10.4 13.5 i5.2 17.0

Between 1982 and 1983, there was a very small decrease in the currency/
GNP ratio, from 4 percent to 3.9 percent and a similar decrease in
the commer01a1 sight deposits/GNP ratio, from 6.4 to 6.3 percent,

The latter ratio was only 4.4 percent in the first half of fthe 1970's
This sharp increase in the commercial sight deposits/GNP ratio is
indicative of the banks' practice of requiring that compensating
balances in the form of commercial sight deposits be held by costomdrs
for a certain proporticn of. their loans, often for as much as 30
percent. While it is difficult to estimate what proportion of the
total commercial sight deposits is represented by "required" depo-
sits, the analysis of the demand for money becomes rather. more
meaningful if commercial sight deposits are subtracted from the brodd
definition of the money supply (M2), as has been ‘done in line 9 of
the table on page 61. With this correction, the demand for money ratio
of M2 to GNP .wil!l be seen to have declined by one half, from 20.8
percent (during 1971-75) to 10.4 in 1980, thereby 11m1t1ng “the -
ability of the banking system to Drcperly perform its function of
financial intermedia in the economy. Nevertheless, by 1983 the
corrected M2 has 17 percent of GNP, a cons1derab1e improvement but
still below the ‘average for 1971- 75 (20.8 percent) Al]l definitions
of money demand fell to their lowest level in 1980, with definite



- 62 -

improvements thereafter, yet-not_sufficient to bring the money demand
ratios back.to their 1971-1975 averages.

4. Deposit Banks' Deposits

Total bank deposits increased by 30.6 percent in 1983, bringing the

total to 3,103.6 bn TL. On the other hand, deposits had increased

by 56.2 percent in 1982 and by 101.5 percent in 1981 and-this points

to the marked deceleration of the rate of growth of bank deposits in 1983.

From a period perspective, the difference between rates of increase
in time as against sight deposits had bégome more marked during 1980-
82. In fact, with the liberalisation of interest rates on time depo-
sits, this category, inclusive of certificates of deposit, increased
by 114.3 percent in 1980, by a phenomenal 274.2 percent in 1981 and
by a more sedate 82.1 percent in 1982.

It will be observed that this trend was reversed in 1983, when savings
time deposits.and certificates of deposit together increased by only
8.2 percent as compared to the 118.7 percent increase recorded by
sight savings deposits. The term Structure of interest rates paid

on bahk deposits in 1983 favoured sight rather than time saving
deposits and it was this which led to the shift from the latter
category to the former. : '

When expressed in real terms, -that is by deflating them with the
Wholesale Prices Index - the'generally-accepted_measure of inflation,
total deposits showed a decrease of 7.6 percent as compared to a
60.3 percent. real increase in 1981 and a lower but still positive
change of 23.6 percent in 1982,

On this same basis, by the end of 1983, the real level of total de
posits was 29.6 percent above that of 1977.

The same trend may be observed in so far as savings deposits are
concerned. After two .years of increases in real terms by 89.7 per-
cent in 1981 and 33.9 percent in 1982, savines deposits decreased
by 8.8 percent in 1983,

As a result of the differential rate of increase in the various cate-

gories of deposits, their relative shares of total deposits showed
notable variations,.

The share of commercial deposits continued to decrease in 1983,
whilst the upward trend in savings deposits during 1980-82 was
discontinoued in 1983, Within savings deposits, an important shift
had taken place from sight deposits into time deposits and certifi-
cate of deposit during 1980-82; that trend was reversed in 1983,
when there was a shift from time deposits into sight deposits due
to the relatively high interest rate of 20 percent then paid on
sight deposits.
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TOTAL DEPOSITS AT THE DEPOSIT BANKS

#111ion TL.)

. Real Deposlts Percentage
Wholesale at 1963 Change

Total Prices Fixed _ in Real
Years Deposits Index Prices Deposits Index
1977 206,478 584.8 35,307 100.90
1978 269,860 869.9 31,022 -12.,1 87.9
1979 434,007 1577.8 27,507 -11.3 77.9
1980 766,738 3071.4 24,964 - 9.2 70.7
1981 1.544,635 3858.8 - 40,029 +60.3 113.4
1982  2.383,528  4816,5 49,487 +23.6 140.2
1983 3.103.635 6784.5 45,746 - 7.6 129.6

Source: Central Bank of Turkey, Annual Report 1983

CHANGES IN DEPOSITS

{(Percentaqges)

1978 1979 1980 1981 1982 1983
Commercial deposits 36.5 79.7 84.9 60.8 42.5  23.0
Official deposits 35.7 44.1 65.2 87.1 3g.8  67.0
Sight saving deposits 25.3 38,1 35.7 14.2 22.4 118.7
Time saving deposits ¥
certificates of deposit 29.4 87.4 114.3 274.2 82.1 8,2
Total deposits 30.7 60.8 76.7 101.5 56.8 30.6

Source: Central Bank of Turkey, Annual Report 1983

SAVING DEPOSITS AT THE DEPOSIT BANKS

(Million TL.)

Real Percentage

Wholesale Savings Change in

Saving Prices at 1963 Real Saving
Years Deposits Index Fixed Prices Deposits Index
1977 116,463 584,8 19,915 100.0
1978 147,344 869.9 16,938 © -15.0 85.0
1979 225,253 1577.8 14,276 -15.7 71,7
1980 370,509 3071.4 12,063 -15.5 60.6
1981 883,156 3858.8 22,887 +89.7 - 114.9
1982 1.476,210 4816.5 30,649 +33.9 : 153.9
1983 1.896,299 6784,5 27,950 - 8.8 140,3

Source: Central Bank of Turkey, Annual Report 1983
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DISTRIBUTION OF DEPOSITS

(Percentages)
1980 1981 1982 " 1983
Official Deposits 11,0 10.2 9.2 11.9
Commercial Deposits . 37.4 29.9 28.0 26. 3
Savings Deposits 48,3 57.1 62.6 61. 6
sight - 25.2 - 14.3 11.5 19.2 .
Time Deposits and : : B
Certificates of ‘ : :
Deposits 23.1 42.8 51.1 42,4
Other 0.5 0.5 0.2 0.2
Banks 2.8 2,3 1.1
' 100.0 100.0 100.0 100.0

5. Deposits With the Central.Bank

Total dep081ts at the Central Bank increased by 14.6 percent in .
. 1983, bringing the total to 993.1 bn TL, from 866.4 bn TL in 1982
Central Bank deposits were mainly 1ncreased by the deposit banks'
additional statutory dep081ts in respect of sight and time depo-
sits. These banks' total deposits with the Central Bank increased -
by 183.2 bn TL or by 39.7 percent, within which total their statu-

tory deposits increased. by 39 9 percent from 401.2 bn TL in 1982
to 561.1 bn TL. ‘ . .

DEPOSITS WITH THE CENTRAL BANK

, “(Billion TL.)

1979 1960 1931 _ 1962 1983

Public Administrations 5.3 4g,0 269.1 301.1 193.6

Public Enterprises 2.4 2.7 . - 3.5 ‘ 2.5 16.#

Deposit Banks 110.7 157.9 ' 323.0 1.6 64%.9

Free Deposits 12.1 20.2 85.6 59,0 - 81.0

Statutory Deposits _ 98.3 - 137.2 .. 236.6 - hotr.2 5611
(Sight) (72.0)  (103.4) - (101.8) (138.7) :

(Time} © (26.3) (33.8)  (134.8) (262.5)

Other Financial Institutions 0.2 0.2 : 0.7 0.6 0.5

Other Sectors 25.6 57.0 76.8 100.5 137.7

Total _ ‘ 14,1 266.9 673.0 866.4  993.1

6. Central Bank Credits-

Central Bank credits, which amounted to 910.5 bn TL in- 1982 inc-
reased by 34.8 percent to a tetal of 1,227.5 bn TL at the- end of
1983. The Central Bank chosé¢ in 1983 & middle of the road policy,
. a compramise between the tight monetary policy required to meet
the targets of the stabilization programme anduthenprqvlslon of



~ 66 -

the additional liquidity.required by the rising volume of economic
activity.

The distribution of Central Bank credits among the different recnnents
indicates a decrease in the share of direct credits extended to

the public sector and to the investment and development . banks,

while credits extented to the public sector through the 1ntermed1ary
of the deposit banks increased considerably.

Short- term advances to the Treasury, which- increased by only 1, 6

percent in 1982, showed an increase of 27.2 percent in 1983. In

spite of this increase, the share of advances to the Treasury in

total Central Bank credits fell to 27.6 percent in 1983 from 29.2
percent in 1982,

Central Bank credits to publlc enterprlses decreased by 5.9 bn TL
(or by 2.3 percent) as a result of the pricing and financing poli-
cies requ1red by the stablllzatlon programme . .
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CENTRAL BANK CREDITS

. {Bi1tion TL.)
1980 1981 1982 1983 4 4 %
81/80 82/81 82/83
Advances to the Treasury 188.7  261,9  266.2  338.6 38.8 1.6 27.2
Commodity Price Supports 47,2 233.8 203.3 193.0 58.8. -13.0 - .1
Agriculture 70.7 7h.7 21.9 hé.5 5.7  ~70.7- 112.3
Industry 176.7 216.0 267.3 336.4 22.2 23.8 25,9
Artisans' Credlts 7.4 12.5 11.8 20.3 68.9 -5.6 72.0
Exports L8 .1 113.2 100.6 - 181.5 135.3 ~11.1 Bo.4
Commerce 16.3 13.3 - 39.3 111.0 -18.4  195.5 182.4
Total Credits 655.2 925.5 910.5 1,227.5 hl.3‘ - 1.6 34.8
7 DISTRIBUTION QF
CENTRAIL BANK CREDITS
(Percent)

, 1975 1980 1981 1982 1983
Advances to The Treasury 24.0 28.8 28.3 . 29.2 27.6
Commodity Price Supports 27.1 22.5 . 25,3 22,3 15,7

Agriculture 8.2 10.8 - 8.1 2.4 . 3.8
Industry ‘ 30.2 27.0 23.3 29.4 27.4
Artisadans' Credits 1.4 1.1 1.4 1.3 - 1.7
Exports 6.4 7.3 12.2 11.1 14.8
.| Commerce 2.7 2.5 1.4 4.3 2.0
] Total Credits loo.0 100.0 100.0 100.0 100.0

There was a 236.4 bn TL rise in credits allocated tb the private
sector through the .deposit banks, -this was an increase of no less
than 81.9 percent bringing the deposit banks liabilities to 527.3
bn TL in 1983, as against 289.9 bn TL in 1982.

: {Percent)
1977 1978 1979 1980 1981 1982 1983_]
Public Sector 66.8 66.9 67.9 63.0 58.4 62.2 51.4
Treasury . 23.9 23.4 " 2h.0 28.8 28.3 29,2 27.6
State Enterprises 42.9 43.5 43.9 34.2 30.1 33.0 23.8
Private Sector 33.2° 33.1 32.1 37.0  b1.6 37.8 48.6
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The analysis of credits by economic sectors shows that the share
of commodlty price supports decreased considerably, from 22.3
percent in 1982 to 15.7 percent in 1983, whilst that of industry
fell from 29.4 percent to 27.4 percent, on the other hand the shares
of commerce, agriculture, export and artlsans' credits all increased
considerably. The share of agriculture moved up to 3.8 percent from
2.4 of exports from 11.1 percent. to 14.8 percent and of commerce
from 4.3 percent to 9 percent of the total. The increase in the
share of export credits indicates the effort made by the.government
to encourage exports but it also shows the limitations imposed by
the tight money and credit p011c1es

A number of measureés have been adopted since mid-December 1983
within the framework of the liberal economic model which the govern—
ment intends ‘to pursue. According to the arrangements for the
barnking system, the Central Bank is authorised to set interest

rates for bank deposits and review them quarterly. The first review
of interest rates was made immediately, on December 19, 1983,

. Interest rdates were lowered for demand deposits and raised for

time deposits thereby altering the term structure of interest rates
So that savers would favour time deposits. Also, a new type of
deposit account, called demand deposits at three months' notice,

was introduced and the banks were obliged to pay 1nterest on public
and commercial dep051t accounts

Interest rates were subject to a. second review on May 14, 1984
thereby adJustlng interest rates upwards in the face of acceleratlng
inflation in the first quarter of the year.

ANNUAL RATES OF INTEREST

Between

Drior to  19.12.83 Since
19.12.83 13.4.84 14.4,84
Demand deposits 20 ' 5 , 5
Demand Deposits at three
Months' Notice , - ' 49 52
Time Deposits (and Cbs) _ :
from 6 Months to 1 year 35 47 _ 48
Time deposits of 1 year 40 45 . 45
Interbank Deposits . Free Free Free

Withholding tax on interest income from deposit accounts was cut
from 30 percent -to 20 percent on bearer deposit accounts but was

maintained at the 20 percent level on registered deposit accounts
until January 1, 1984 when the rate was reduced to 10 percent for
both bearer and registered accounts .
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As from December 19, 1983 rediscount interest rates were determined
at 48.5 percent for short term credits, 35 percent for export cre-
dits, 50.5 percent for medium-term credlts based on investment
1ncent1ve certificates and at 25 percent for agrlcultural credlts

The average rate of interest paid by the Turkish banking system
was lower in 1983 than in 1982; it decreased from 27 percent in
November 1982 to 23 percent in December 1983,

The real average rate of interest was also lower in 1983 in comparison
with 1982, TIn November 1982, the real average rate of interest*

was 1,43 percent  (annual average rdte of inflation: 25.2 percent)

the real average rate of interest paid in December 1983 as -5 8
(annual average rate of inflation: 30.6).

Due to the relatively higher share (53.18 percent) of time deposits
in the total deposits collected by the private deposit banks, such,
banks paid a higher average rate of interest (25 percent). The
foreign banks, for which the share of demand commercial deposits
within the total was relatively higher (38. 7 percent) paid a
comparably lower average rate of interest,

DEVELOPMENTS IN THE INTEREST PAID ON.BANK DEPOSITS IN TURKEY

NOVEMBER 1982 DECEMBER 198313 )
Total of Public private “oreign ‘Total of Public Private Foreign
Deposit Deposit Deposit. Deposit Deposit bDeposit Deposit Deposit
Banks Banks Banks Banks Banks Banks Banks Banks
A.TOTAL DEPOSITS 2028 797 1183 47.6 2671 1184 1429 57.0
Time Savinas 1084 3%6 681 7.5 1340 554 760 ' 26.8
Demand $avings 254 %0 148 16.4 454 160" 268 8.0
Demand Commercial 456 137 296 23.6 56.6 134 361 22.1
Other Deposits(x) 232 '174 58 0.1 328 286 40 0.1
B.TQOTAL INTEREST 562 208 356 9,0 637 266 359 12.3
Time Savings (xx) 542 198 340 B.2 536 225 304 10.7 |
Demand Savings (xxx) 13 5 7 n.8 91 a2 54 1.6
Demand Commercial (%0} - - - - ) - - - -
Other Deposits(%03) 7 : 5 9 .- 10 9 1
C.WEIGHTED AVERAGE
INTEREST (%) ’ \ )
(B:A} 27 26 30 18 23 . .22 25 21

(x) Other Deposits which are mainly composed of interest-free
Official Deposits and- Interbank
(xx) 50 % for 1982, 40% for 1983
(xxx) 5 % for 1982, 20% for 1983.

- *The formula used for calculating the real rate of interest is.

_'{ 1+Nominal Average Rate of Interest _
?ﬁizrgzirage.Rate of _‘(1+Annual Average of Inflation =~ 1).* 100
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7. Deposit Bank Credits

The volume of credits extended by the deposit banks increased by

34 percent in 1983, to a total of 2,419 bn TL, as against 1,805.5
bn TL in 1982, In real terms, the volume of credits extended by

the deposit banks decreased by 4.9 percent, representing a real

credit level lower by 12.5 than .in 1977. The volume of credit

facilities extended in 1983 must also be considered to‘have been
tighter than in the previous year.

The dlstrlbution of bank credits by economic sectors in 1983 shows
a decrease in credits to industry and increases in the shares of
domestic and forelgn trade.

DEPOSIT BANKS' CREDITS L.
' : (Mitlion TL.)

Deposit Wholesale Real Credit " Index of

Years Banks' Credit Prices © 1963 Percentage - Real
Index Prices Change ~ Credit
1977 238,288 584.8 40,747 100.0
1978 296,340 869.9 34.060 -16.4 83.6
1979 446,188 1577.8 - 28.279 -17.0 69.4
1980 789,515 " 3071.4 25.705 - 9. 63.0'
198] 1_13185688 3858-8 3l|’]73 +32.9 ) 83-9
1982 1,805,561 4816.5 37,487 . + 9.7 92.0
1983 2,419,062 ~  6784.5 - 35,656 ~ 4.9 87.5

Source: Central Bank of Turkey, Annual Report 1983

DISTRIBUTION OF BANK CREDITS BY
ECONOMIC SECTORS

Total _ 100.0 100.0 100. 100.

Sectors ] 1978 1979 1980 1931 1982 1983
Agriculture 17.8 18.5 18.5 20.2 18.6 18.3 .
Industry _ 4o.2 35.0 35.8 34.8 30.9 23.2
Artisans ' b.6 5.2 4.7 L.8 5.1 5.2
Constructlion ‘ 4,8 3.8 2.3 2.5 3.9 5.3
Tour ism 0.2 0.1 0.2 0.2 0.1 0.1
Domestic Trade : 11.8 16.5 9.4 11.2 15.7 20,2
Forelgn Trade 6.9 6.2 7.5 9.4 24,2 25.8
Other Financlal Instltutions - - - 0.05 £0.3 0.4
Distributlon not Disclosed 13.6 20.7 21.5 16.8 1.2 1.5
0 100.0 100.0 0

Source: Central ﬁénk of Turkey, Annual Report, 1583
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The total credit stock increased by 28.5 percent in 1983, but in

real terms it decreased by 8.8 percent.

In real terms,.

credit to private flrms and households decreased

by 5.8 in 1983 and was 4.2 percent lower than in 1977. Public
administrations and public enterprises were relatively more

affected by the credit squeze and received,

in real terms, 53.7

percent less credit in 1983 than in 1977 and 15 percent less in

1982.
CRED!IT STOCK
Credit Stock .. Real Credit  Stock
At 1963
: Percentage Prices Percentage

_ Bn. TL. Change Index Bn. TL. Change. Index

1977 b14.2 100.0  70.8 . 1000

1978 526.0 27.0 127.0 60.5 -1k .5 85.5

1973 796.1 51.3 192.2 50.5 -16.5 71.3

1980 1,326.3° 66.6 320.2 43,2 -14.5 61.0

1981 2,059.1 55.2 497.1 -53.4. +23.6 75.4

1982 2,668.4 - 29.6 . 64k, 2 55.4 + 3.7 78.2

1983 3,428.0 28,5 827.6 .  50.5 - 8.8 71.3

'REAL CREDIT STOCK
_ {(Millton TL)
1979 1980 1981 1982 1983

Wholesale Prices Index 1,577.8 3,671.& 3,858.8 4,816 6,784.5
Real Credit Stock 50,456 43,184 53,360 55,485 50,527
Central Bank 13,592 11,948 12,832 10,851 - 8,683
Deposit Banks 28,279 25,705 34,173 37,463 35,553
Development Banks 8,584 5,530 6,355 7,170 6,311
Private Firms and ) .

Households 25,113 22,439 31,892 36,484 - 34,358
Public Adminlstrations o

20,745 21,468 19,001

and Public Enterprises 25,343

16,170
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DISTRIBUTION

OF THE CREDIT STOCK
' o C (Percent)
1977 1978 1379 1980 1981 1982 1983

I'central Bank . 22.1 23.6 26,9 27.7 24.0

19.6 17.2
Public Administrationg 11.1 10,7 11,5 14.2 12.7 10.0 9.9
Public enterprisges 11,0 12.9 15.4 13.4 11.3 9.6 7.3
Commercial Banks 57.5 56.3 56.0 59.5 64.0 67.5 70.3
Public Administrations 1.8 1.8 1.4 0.8 0.8 0.6 1.2
Public enterprises 7.3 6.4 8.2 10.4 6.9 5.1 5.4
Private enterprises . '
and households 48.5 48.1 46.5 48.3 56.2 61.8 63.7

Development and

Investment Banks 20.3 20.0 17.0 12.8 11.9 12.9 12.5
Public enterprises 18.1 17.3 13.7 9.2 8.4 9.0 8.2
Private enterprises
and households 2,2 2.7 3.3 3.6 3.5 4.0 4.3

Total ' 100.0 100,90 100.,0 100.0 100.0 100,.0 100.,0

Expressed on a per capita real GNP basis, crédit to private firms
and households at the end of 1983 was 15.9 percent lower than in
1577. '

Important changes in the composition of the credit stock took place
during the past three years, Central Bank's share of the total
credit stock fell from 27.7 percent in 1980 to 17.2 percent in

1983, In fact, both components of Central Bank credits were reduced;
public administrations to 9.9 percent from 14.2 percent in 1980 and
public enterprises to 7.3 percent from 13.4 percent in 1980,

On the other hand, the commercial banks' share has increased from
a low of 56 percent in 1979 to 70.3 percent in 1983. This change
has been mostly in favour of private firms and households, the
share of which increased from 46.5 percent in 1979 to 63.7 percent
in 1983.

~
The share of development and investment banks seéms to have stabilized
at 12-13 percent whereas it was of the order of 20 percent in 1977-
78. The. decrease has taken place in the public enterprises' credit
share, this having been reduced to 8.2 percent in 1983 from 18.1
percent in 1977. On the other hand, the share of private firms,and
households increased from 2.2 perccnt in 1977 to 4.3 percent.

(bn TL)
B Used by Sourced
the Private b¥Y the Private
Sector Sector Difference

1979 408, 2 i08,9 - 0.9

1980 710,7 704.7 -6.0

1981 1315.2 1491.6 176.4

1982 1939.3 2262.4 323.2
September 1983 2385.6 2613.2 227.6
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In the past three years, private enterprises and households as a
whole would appear to have provided more funds to the financial
sector than they have used in the form of credits, participations
and obligations. Previously, the private sector's uses and sourcings
usually broke more or less even and in 1980 sourcings were in fact
exceeded by uses.

9. Total Assets of the Banking System

Total assets of Turkey's banking system, comprising the Central
Bank's, the deposit banks' and development and investment banks'
assets, fell-considerably between 1977 and 1980, but started gradually
increasing from 1980 onwards.

ASSETS OF THE BANKING SYSTEM
AS A PERCENTAGE OF GNP

Total Assets

Years of the Banking. G.N.P. Asgets

System G.N.P.
1971 119.483 192.6 62.03
1972 146.731 240.8 60.93
1973 - 182.250 309.8 58.82
1974 224.019 427.1 52.45
1975 309.432 535.8 57.75
1976 422.228 675.0 62.55
1977 579.179 872.9 ' 66.35
1978 789.242 1,290.7 © 61.1l
1979 1,215.317 2,199.5 55.25
1980 2,437.163 4,435.2 54.95
1981 3,983,609 6.553.9 60.78
1982'.5‘_r 5,901.562 8,721.8 67.66
1983 8,315.020 11,143.4 74.61

X: 11 months

10.- The Capital Market

The private sector issued bonds with a par value of 16,343 mn TL
during 1983,_23.4 percent more than in 1982 and 9.3 percent less.
than the all-time record of 18 bn TL issued in 1980.

‘The total of the private sector's bond issues in 1983, 16,343 mn
TL, represents 6.1 percent of all bond issues, compared with the
public sector's 93.9 percent. Over the last nine years, the private
sector’'s share of all bond issues averaged 8.8 percent of the total.
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BONDS ISSUED

(Billion TL.)
Year Pubiic Private Percentage Share of Total
, Bonds Bonds Public Private
1975 13.9 1.4 90.9 9.1
1976 20,7 1.7 92.4 7.6
1977 Lo,1 1.6 96,2 3.8
1978 35.5 2.2 9h.2 5.8
1979 35.8 4.9 88.0 12.0
1980 75.8 18.0 80.8 19.2
1981 135.0 16.0 89.4 10.6
1982 4.7 13.2 85.0 15.0
1983 249.0 16.3 93.9 6.1
SHARES AND BONDS ISSUED _
: : (Billion TL.}
1976 1977 19781979 1980 1981 1982 1983 |
Publlc Sector 207+ wo.1 35,5 35.8  75.8 135.0 4.7  249.0
State Securities 12.0 19.5 20.0 35.5 50.0 70.0 69.7  239.0
Treasury Bonds - - - - 10.0 65.0 - -
Securities of the SIB* 8.5 -20.2 15.0 - 15.0 - - -
Securlties of Real Estate
and Credit Bank 0.2 0.4 0.5 0.4 0.8 - 5.0 10.0
Private Sector. 3.3 h.5 6.0 12.0  39.9 b1.3  122.8 112.2
Bonds 1.7 1.6 2.2 b.9° 18.0 16.0 13.2 16.3
Shares 1.6 2.9 3.8 1.7 21.9 25.3  .109.5 95.9
Total 24.0 hk.6 41,5 47.9 15,7 176.3  197.5 3612

*State Investment Bank

11. Gold Prices

In 1983, the US budget deficit and the resultant upward move in US
interest rates, led the US dollar to appreciate in international
market. Because of the metal's close substitutability for the US
c¢ollar as an international reserve, gold prices moved downward
internationally. One ounce of gold ingot on the London market,
valued at $ 482 in  January 1983, fell to $ 359 in December
1983. -

The price of gold ingots in the domestic market followed a parallel
course with the international market inm the first six months of the
yvear; but in the second half, gold prices deviated from the inter-
national trend and began to increase from July onwards. Amongst

the factors which contributed to this rise in domestic market gold
prices were the downward adjustment of deposit interest rates and
the resurgence of inflationary expectations, resulting in increased
demand pressure on the market. The price of one gram of gold ingot
climbed from 3,550 TL in July to 3.947 TL in December.
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The Gold Republic coin which was valued at 21,402 TL in December
1982, rose by 23.5 percent during 1983, reaching 26,427 at the end
of the year. Similar trends were observed for gold ingot and gold
Resat coins. The Resat's value increased by 27 percent from 20,854
TL: in December 1982 to 26,486 TL in December 1983. The price of
gold ingot increased by 27.0 percent on the same period.

Compared with the previous year, gold prices had increased more
rapidly in 1982; the price of gold ingot rose by 77.7 percent,

of the Gold Republic and Gold Resat coins by 85.1 and 75.3 percent,
respectively. '

While the rates of increase in gold prices had exceeded the rate of
inflation in 1982, they fell behind in 1983.

GOLD INGOT
(Iondon Market)
{#/0unce)
1983/1982
Months 1982 1983 % Change
January 339 482 2n0.8
February 328 497 51.5
March 331 444 49.2
April 349 433 24.1
May 332 437 31.6
June 315 451 : 43,2
July 338 463 37.0
August 366 417 14.0
Sebtember 433 418 -3.5
October 451 394 -12.6
Novembher 414 401 -3.1
Devember 445 359 -13.9

Source:The Central Bank of Turkev

GOLD INGOT

{Gr. 24 Carat)(TL)

{Istanbul Market)

o 1983/1982
Months 1982 1983 % Change
January 1.750 3.371 92.6
Fehruary 1.837 3.728 in2.9
March 1.764 3.337 88.9
April 1.790 3.434 91.8
May 1.753 3.4R8 99.0
June 1.745 3.468 - 98.7
July _ 1.881 3.550 88.7
August 2.128 3.682 73.0
Semtepmer 2.500 3.686 47.5
October 2.491 3.693 48.3
November 2.733 3.762 37.7
~ December 3.103 3.947 27.2

Source: The Central Bank of Turkey
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GOLD PRICES ( TL.)
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GOLD REPUBLIC COIN

{TL)
_ 1983/1982

Months 1982 1983 (¢ Chanae)
January 11.598 23.908 106.1
Febhruary 12,180 25.9R7 101.3
March 11.672 23.717 in3.2
April 11.877 24.274 104.4
May 1l.628 24,474 110.5
June . 11.594 24,643 112.5
Julv 12.679 25.475 100.9
hugust 14,114 26.961 91.0
September 16.948 27.421 61.8
October 16.718 27.140 62.3
November 18.311 26.861 46.7
December 21.402 26.427 23.5

Source: The Central Bank 0f Turkev

12. Inflation

A number of indices may be used as indicators of inflation. The
Wholesale Prices and the Ankara Cost of Living Indices indicate
an acceleration of inflation in 1983. Whilst the Istanbul Cost of
Living Index indicates a decrease in the rate of inflation from
32.7 percent in 1982 to 28.8 percent in 1983. A new Wholesale
Prices Index prepared by the State Institute of Statistics and
covering 1422 items with 1981=100, indicates an acceleration of
inflation in the last quarter of 1981 as below.

1981:100 "12 Months'

1982 1983 Inflation
March 112.8 155.2 37.6
Jurie 126.5 163.4 29.2
September 133.9 171.9 29.2
December 136.2 191.5 40.6

On a monthly basis, there was a continous increase in the rate of
inflation according to the Wholesale Prices Index of the Treasury

and Foreign Trade Under-Secreteriat starting in June and continuing
its ascent to the end of the year, bringing the annual rate of price
increases to 40.9 percent in December 1983, from 25 percent in
January 1983. The rapid rate of rise was maihly due to increases

in foodstuff and livestock feed prices, while the index of industrial
raw materials and semi-finished products actually registered a
downward movement in the fourth gquarter.
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The wholesale prices of seléected commodity -groups moved at differing
rates during 1983; prices of vegetable foods, textiles and paper

did not increase as much as did those of livestock, leather and
construction materials.

Consumer prices indices indicate regional discrepancies, with the
“highest rates of increase in the Aegean-Marmara region (39.4 per-
cent) and in the East-South East region (38.1 percent) 'and the
lowest increases in the Black Sea region (34.8 percent), - Mediterranean
Region (34.9 percent) and Central Anatolia (35.9 percent).

On a city basis, the highest rates were recorded by Diyarbakir (43.5
percent)} and Kayseri (41.4 percent) and the lowest by Ordu (33.8
percent) and Bursa (34,9 percent).

Consumer Price Indices for Istanbul and Ankara show that price
rises began accelerating in May in Istanbul and in Septeimber in
Ankara. In both cities it was an upsurge in food prices which most
affected the overall Index.

It is interesting to note that in 1983, in constrast to previous
years, the Wholesale Price Index rose at a higher rate than the cost of
Living Indices; the rapid depreciation in the external value of the
Lira, marked increases in the prices of imported inputs, deteri-
oration in the terms of trade, high credit costs, constant upward
adjustments in prices of public enterprises’ products to
finance these enterprises' deficits were some of the factors
influencing the rate of inflation from the supply side. The demand
restraining monetary policy is therefore becoming less effective
in- pulling down inflation and will have to be supported by policies
directed towards improving supply conditions in the economy for
future success in the fight against inflation.

13. Internal Terms of Trade

Compared with 1982, food price increases were more pronounced in
1983 than were rises in prices of industrial raw materials and semi-
manufactures.due to lower agricultural output 1983. As a result,
internal terms of trade deteriorated for food, decreasing the terms
of trade (agricultural prices/industrial prices) from 69.8 in 1982
to 65,1 in 1983.

On a monthly basis, there was a shift in favour of agricultural
prices starting in September; this continued until the end of the
year, raising the terms of trade to 70.5 in December.

INDICATORS OF INFLATION
(Percentage Changes in Annyal Averages)

Wholesale tstanbul implicit SIS Wholpsale
Prices Cost of GNP Price Index
index Living Endex Deflator  1978-79=100

1970 6.7 7.9 11.9
1971 15.9 19.0 18.3
1972 18.0 15.4 16,4
1973 20.5 4.0 22.1
1974 29.9 23.9 28.3
1375 1. 21.2 6.1
1976 t5.6 17.4 16.2
1977 4.1 26.0 25.0
1978 52.6 61.9 Whoo
1979 63.9 631.5 69.6
1980 107.2 ok 3 103.3
1981 36.8 37.6 41,9
1282 25.2 32.7 7.2 27.0
1933 30.6 28.8 27.% 31.4
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WHOLESALE PRICES INDEX

{(1963:100)

Change With Respect

Change With

Chain To Corresponding Month Respect to End

Year/Month Index Index of Previous Year of Year
1982
January 4006, 3 3.8 24,8 . 3.8
February 4073.9 1.7 24.1 5.6
March 4228.8 3.8 29.9 9.6
April 4334,4 2.5 34.2 12.3
May 4372.7 n.9 32,5 13.3
June - 4352.8 -0.4 23,9 12,8
July 4406, 4 1.2 25.3 14,2
August 4463.0 1.3 25,5 15.7
September 4521.0 1.3 23.5 17.2
October 4510.8 -0.1 21,2 16.9
November 4593.9 1.8 21.1 19.1
December 4816.4 4,8 24.8 24.8
1983
January 50N7.0 4,0 25,0 4.0
" February 5088.6 1.6 24,9 5.7
March 524K,3 3.1 24.1 8.9
April 5362.1 2.2 23.7 11.3
May . 5426.5 1.2 24.1 12,7
June 5635.6 - 3.9 29.5 17.0
- July’ 5735.5 1.4 30.2 19,1
August 5845.6 1.9 31.0 21.4
September 5988.4 S 2.4 32.5 24,3
October 6138.0 2,5 36.1 27.4
November 6424.8 4,7 39.9 33.4
December 6784.5 5.6 40.9 40.9

Source: Treasury and Foreiqn Trade lnder Secreteiat

/o

WHOLESALE

7 - PRICE INDEX

( % change 1963=100)
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ISTANBUL COST OF
LIVING INDEX

(% change 1963=100)

¢

:\ 1983

ANKARA COST OF
LIVING INDEX
( */s change 1963=100)
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WHOLESALE PRICES 1NDEX
(Yearly Average, Percentage Change)
(1963=100)

General Food and Industrial Terms of

Index Fodder Raw Materials Trade
1976 15.6 " 15.0 16.6 110.8
1977 2h .1 22.8 26.4 106.9 - {
1978 52.6 5.1 65.9 971.1 g
1979 63.9 48.9 87.4 75.3
1980 107.3 100.4 115.7 69.5
1981 36.8 b1.6 31.2 75.4
1982 25.2 21.2 30.3 69.3
1983 30.6 26.5 35.5 65.1

Source: Treasury and Foreign Trade Under Secreteriat

CONSUMER PRICE INDEX
(1968:100)
ANNUAI PERCENTAGE CHANGES

1973

Cities 1974 197% 1976 1977 1978 1979 1980 1981 1982 1983
Ankara 6.6 18.7 25,1 15.3 28.3 49,5 56.5 116.6 35.9 27.1 28.0
Istanhul 15.4 15.8 19.2 17.3 27.1 45.3- 58.7 110.2 36.6 30,8 29.1
1smir 16.7 . 17.5 20,9 1l6.5 30,1 5.8 57.3 1n7.0 39.3 27.1 29,0
Samsun 16.2 22.6 20,9 l6.3 29.5 51.4 52.5 104.8 32.3 26.}1 31,2
Eskisechir 15.0 16.9 21.3 17.60 28,3 46,5 52.2 117.0 35.6 3n.2 34.7
Erzurum 17.5 22,0 21.4 13.9 27.8 4.0 59.4 106.9 35.1 25,7 31.4
NDiyarbakir 15.7 18.9 19,3 18.6 25.8 43.3 &H4.8 113.7 37.2 29.2 28.4
Ordu 13.8 22.5 17.6 1i6.7 28.2 49,4 7.5 04,2 33.2 25.2 3l1.4
INTERNAL TEPMS OF TRADE>
Ouarter 1972 1973 1974 1975 1976 1977 1978 1979 1980 1981 1982 1981
I 87.0 g7.8 92,0 114.0 114.2 113,77 109.1 86,3 8.8 81,1 73.7 67.5
11 86.nN B7.5 92.2 112.9 . 113,46 110.6 1no. 8 71,9 5.8 77.13 72.% 63.3
II1I T9.6 g2.5 92.8 110.3  105.5 101.5 93,2 72.4 8.0 70,7 68,8 70.9
v B2.4 g4.4 1n2.9 112,2 112,2 101.8 85,5 6R.6 4.7 12,6 66.9 8.2
Annual
81,4 85,1 94,7 112.3 110.9. 1Nk, 9 7.1 75.3 9.5 75. 4 h9,8 65.1

Average

xt Agricultural

prices/Industrial prices

Source: Ministry of Commercna, Wholesale Prices Indices
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14, Agricultural Support Prices

Protection of the producer, increased quality and efficiency

the maintainance of demand-supply equilibrium were the objectives
of the agricultural support policy adopted in 1983. Mohair, olive
oil, potatoes, onions were excluded from agricultural support
purchases, whereas such products as lentils, which were not in
‘the 1ist of supported products in previous years, and chickpeas,

were, for the first time, included in the 1list of support
purchases. ‘ '

Agricultural support prices rose, on average, by 94.8 percent in

1980, by 36.8 percent in 1981, by 25.8 percent in 1982 and acrording
to SPO estimates, by 29.7 percent in 1983,
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CHAPTER TII

Fore1gN Economic RELATIONS

The end of the year statistics show that most balance of payments
targets were not reached in 1983; exports slowed and workers'
remittances declined quiete sharply.

But this unsatisfactory result of the past year's activities is
not sufficient reason to take a pessimistic view in so far as the

eventual solution of Turkey's foreign exchange problem as a whole
is concerned.

It is. true that the major bottleneck in the Turkish economy is
still the insufficiency of exports. It is also true that the big
increase in exports in two successive years during one of the most
stagnant periods in the world economy has caused that fact to be
forgotten. At the same time, the foreign exchange balance was still

not heading the economy towards a stalemate, despite the slow-down
in exports. '

Nevertheless, a look at certain items of the balance of payments
figures reveals clearly just where the danger signals are flashing

The foreign trade deficit continued to be an important area of
concern throughout last year. As a result of the steady decline in
workers' remittances, the surplus on invisible transactions could
not close the foreign trade gap to the same degree as in 1982; and

foreign debt servicing commitments reached a still higher level
than previously.

While exports decreased by 0.3 percent to 5.7 billion dollars,
imports rose by 4.4 percent, to a total of 9.2 billion dollars.
Thus, exports last year barely reached the 1982 level and the foreign
trade deficit widened to 3.5 billion dollars. The surplus on the
invisibles account declined by 34 percent to 1.3 billion dollars.
mainly due to the reduced inflow of workers' remittances. As a
result, the current account deficit increased from 1.3 billion
dollars in 1982 to 2.1 billion dollars ir 1983. When 1 billion
-dollars worth of debt repayments is added to the current account
deficit, the exterral financing requirement rose to some 3.2 hn

dollars; this was in fact met by short, medium and long-term
credits.
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As the above summary shows, the foreign payments account was eventually
balanced in 1983. But as empha81zed earlier, Turkey cannot afford

to ignore the warnings sounded by exports, workers’ remittances
and debt servicing.

It is to be noted that there was a smaller but nonetheless quite
substantial increase in foreign capital investment in 1983 and
although it will take time for potential investors to overcome
their reservations about Turkey, more needs to be done to publicise
specific opportunities.

Turkish contractors abroad hold contracts worth more than 14 bn

dollars and their remittances to Turkey in 1983 amounted to 233
mn dollars.

1. Turkey's Foreign Trade

The volume of foreign trade has shown a substantial rise in recent

years and this resulted in a significant increase in Turkey's share
of total world trade.

However, the increase in the volume of trade resulted mainly from

the rise in imports and the rise in exports was relatively much
less marked.

Even so, imports, which amounied to 11.13 percent of Gross Domestic
Product over the period 1975-79, jumped to 14.6 percent in 1980, to
15.4 percent in 1981, to 16.6 percent in 19282 and to 18.4 percent

in 1983. As a percentage of the GDP, exports amounted to 4 percent
in the 1975-79 period. In 1980, there was a slight increase, to

5.4 percent but in 1981 the increase in exports was explosive; as

a result, exports as a percentage of the GDP amounted to 8.1 percent
in 1981, 10.9 percent in 1982 and 11.4 percent in 1983.

FOREIGN TRADE as PERCENTAGE
of
GROSS DOMESTIC PRODUCT

Years Exports Imports F$::;2n
1965-69 4,56 6.35 10.91
1970-74 5.13 9.47 14.60
1975-79 4.04 11.13 15.17
1980 5.35 14.55 19.90
1981 8.09 15.36 23.45
1982 10.92 16.61 27.53
1983 11.41 18.39 29.80
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From 1970, imports showed a continuous rise which was interrupted
only in 1978 and 1979, as a result of acute shortages of foreign
exchange. On the .other hand, exports, as a percentage of GDP,
followed a different pattern. A continous and gradual increase
between 1969 and 1973 was succeeded by a decrease between 1973
and 1979, This latter trend, when investigated for yearly changes,
shows a cyclical fluctuation, with the even number years showing.
a2 better performance than odd number years,

EXPORTS, IMPORTS & GROSS DOMESTIC PRODUCT
{Million TL.)

Doﬁ;gi?c Exports Imports .EXPortE .Imports

Product - in GDP(%) in iDMP(.é) i
1965 76,4401 h,173.6 0 5,193.3 5.46 6.79
1966 90,775.5 4,414,6 6,521.9 L. 86 7.18
1967 101,185.4 4,701.0 6,216.8 L, 6k 6.14
1968 112,190.1 4,467.8 6,934, 1 - 3.98 6.18
1969 124,470.8 4,831.5 6,787.2 3.88 5,45
1970 145,490.8 6,407.7. 9,598.1 4. 4o 6.60
1971 187,133.3 9,090.0 16,4744 4,86 8.80
1972 232,114.8 11,875.9 21,564, 1 5.12 9.29
1973 295,801.4 18,037.4 29,263.3 6.10 9.90
1974 409,746.2 21,197.3 52,310.8 5.17 12.77
1975 519,173.3 20,075.1 68,987.1 3.87 13.29
1976 663,936.9 30,775.5 82,940,8 L. 64 12,49
1977 862,967.8 31,338.5 104,881.6 3.63 12,15
1978 1,274,780.7 55,357.9 113,290.1 4,34 8.89
1979  2,155,893.9 75,743.7 178,505.3 3.51 8.28
1980  4,327,963.7 931,703.9 629,743.8 5.35 14.55
1981 6,411,500.5 518,447.7 984,816.0. 8.09 15.36
1982 8,620,393.8 941,994, 8 1,449,665.5 10.92 16.82
1983 11,L467,864.4 1,308,007.9 2,108,904.8 11,41 18.39

The relative increase in the exports/GDP ratio between 1969 and
1973 resulted from the devaluation of the Lira in 1970, from the
relative prosperity in the Western World and from prices which
were either clearly below world levels or close to them, :

On the other hand, several factors were responsible for the relative
decrease in exports during the period 1973-1979; domestic price
increases had reduced Turkey's competitiveness, and a buoyant

domestic demand had competed with exports, thus limiting the
exportable surplus of a number of goods. Parallel to increasing
prices, over-valuation of the Lira had again attained dangerous
dimensions and last, but not least, Turkey's principal trading :
partners faced a Tecession. There was, however, a distinct imprcovement

in most of thesq\?actors between 1980 and 1983.
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The relative stagnation of '‘exports during the 1974-79 period may

also be observed by comparing Turkish exports to world exports.

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

(Million dollar)

Turkish World T:;kgsgh§ﬁ2°;§5
Exports Exports World Exports %
1965 hél 165,400 0.28
1966 490 181,300 0.27
1967 523 190,600 0.27
1968 496 : 212,900 0.23
1969 537 _ 243,500 0.22
1970 588 280,300 0.21
1971 677 312,600 0.22
1972 885 376,600 0.23
1973 1,317 524,000 0.25
1974 1,532 771,700 0.20
1975 1,401 796,500 0.18
1976 1,960 907,400 0.22
1977 1,753 1,030,500 0.17
1978 2,283 1,193,399 0.19
1979 2,261 1,507,800 0.15
1980 2,910 1,840,000 0.16
1981 4,703 1,800,000 10.26
1982 5,746 1,920,000 0.30
1983 5,728 1,960.000 0.29

TURKISH EXPORTS as
PERCENTAGE of WORLD EXPORTS

(1950 - 1983)

%
1950 - 1954 0.47
1955 - 1959 0.34
1960 - 1964 0.29
1965 - 1969 0.25
1970 - 1974 0.22
1875 - 1979 0.18
1980 0.16
1981 0,26
1982 0.30
1983 0.29

Source: interpational Financial Statiétics
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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 half and to 0.18 percent in the second half of the
1970's. Unlike many other countries, Turkey has not yet been able

to adjust to the changed momentum of world trade.

Under these 01rcumstances, it is not surprising that whereas exports
were able to finance 81 percent of total imports in 1965, they
covered only 30 percent of the total in 1977 and 36.8 percent in
1980. However export/lmport ratios have since considerably improved,
to 52.6 percent in 1981 and to a very creditable 65 percent in 1982;
but mainly due to the slowdown in exports, this ratio again fell,

to 62.0 percent, in 1983.

_ GROWTH OF TURKEY's FOREIGN TRADE

(1965=100)
' ' Forei ' Trade Export/Import

lmports_ Exports Trzdgn Deficit Ratio
1965~ 100 . 100 - 100 100 81.3
1966 126 106 117 210 68.3
1967 120 113 117 150 76.3
1968 134 107 122 247 65.0
1969 1ho 116 - 129 244 67.0
1970 166 127 148 332 62.1

1971 205 - 146 178 k57 57.8°
1972 273 191 236 626 56.7
- 1973 " 365 284 329 FAV 63.1
1974 660 330 513 2075 0.6
1. 1975 828 302 593 ‘3084 : 29.6
1976. 897 422 684 2934 38.2
1977 1013 378 729 3744 30.2

1978 - 8ok 493 665 2140 48.8
1979 886 487 708 2600 44 .6
1980 - 1382 . 627 : 1044 4629 36.8
1981 . 1562 101y 1316 3917 52.6
1982 1645 . 1239 1408 2867 "65.0
1983 1614 1234 1444 3247 62.0

Taking 1965 as 100, the imperts index rose to 1614 in 1983 whilst
during the same period the exports index rose only to 1234.
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SHARE OF EXPORTS & IMPORTS
"IN TOTAL VOLUME OF TRADE

“Total _ Share of Share of
Volume of Imports Exports
Trade{mn $) (3) (%)

1965 - 1036 55.22 h4 .78
1966 1209 59.42 40.58
1967 1207 56.72 43,28
1968 1260 60.60 39.40
1969 " 1338 59.88 50,12
1970 1536 61.69 38.31
1971 .. 1847 63.38 36.62
1972 2448 63.84 36.16
1973 3402 61.32 38.68
1974 5310 71.1h 28.86
1975 6140 77.18 22.82
1976 7089 72.35 27.65
1977 7549 76.78 23.22
1978 6887 - 66.78 : 33.22
1979 731 69.15 30.85
1980 10819 S 731 26.89
1981 13636 65.51 34.49
1982 15480 60,32 39.68
1983 14963 61.72 38.28

2. Exports

Turkish exports have traditionally been heavilv concentrated in
agricultural products and in spite of a decrease in the relative
importance of agricultural exports. from approximately 80 percent

of the national total in 1965 to 57.5 percent in 1980, agriculture
continued to dominate exports. This situation changed drastically

as from 1981 and agricultural products' share of total exports
dropped to 37.3 percent in 1982 and to.32.8 percent in 1983. Exports
of industrial goods doubled their share during the same period,
rising from 19.6 percent of the total in 1965 to 36.0 percent in
1980, to 48.7 percent in 1981, to 59.7 percent in 1982 and to no less
than 63.9 percent in 1983.

The following table, based on the Turkish Classification of Exports,
in fact classifies a number of agricultural products which have been
subjected only to a simple processing (e.g. refining, grinding) as
industrial products. The table should be interpreted with this
qualification in mind.
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TURKEY's EXPORTS by MAIN SECTORS

ﬁThousand $)

Agriculture % Hining % Industry % :
1965 351,962 75.90 20,979 4,52 90,797 19.58
1966 379,069 77.28 23,155 4.72 88,284 18,00
1967 420,399 80.48 20,735 3.97 81,200 . 15.55
1968 406,566 81,90 26,055 5.25 63,788 12.85
1969 ‘ 405,016 75.45 34,865 6.49 96.953 18.06
1970 - 442,554 75.20 45,427 7.72 100,495 17.08
1971 : 491,303 72.61 48,899 7.23 136,399 20.16
1972 607,388 68,63 50,254 5.68 227,327 25.69
1973 831,968 63.17 56,465 4,29 428,651 32.54
1974 851,865 55.60 88,280 5,76 592,037 38.64
1975 792,630 56.57 105,565 "7.54 . 502,879, 35.89
1976 1,254,408 63.69 110,016 5.61 - 595,790 30,40
1977 1,041,401 Ka k1 125,851 7.18 CRE . 774 33,41
1978 1,542,800 67.452 124,135 5.42 621,300 27.20
1979 1,343,600 59.42 132,500 5.86 . 785,082 34,72
1980 _ 1,671,742 57.45 190,994 6,56 1,047,386 35.99
1981 2,219,409 47.19 193,406 b, 1 2,290,119 _,h8.70
1982 . 2,141,213 37.26 175,322 3.01 3,429,438, 59.71
1983 - 1,880,614 32.83 188,902 3.30 3,658,317 63.87
~ EXPORTS
(Monthly)
_ , : (Mitlion %)

. 1379 % [ 1900 A 1 1981 T % [ 1982 % | 1983 %
January =~ 216.2 h3.0 236.3 9.3 410.6  73.8 Lhg, t 8.6 478.1 7.2
February 249,3 T Mhz - 2.1 306.6 25.6 h10.2  33.8 403.4 - 1.7
March 196,2 2.3 233.6 19,1 04,2 20,2 W47.3 47,0 476.5 6.5
April 107.4 2.6 - 219,00 6.9 316.1 44,3 4o2.1 27,2 h83.5 20.2
May 162.5 17.2 196,5 20,9 294.4 49,8 4,5  ho,B L25.5 2.7
June 167.2 3.1 169.3 1.3 325.3  92.1. b19.6 29,0 406.9 - 3,0
July 146.3 2.3 167.1 14,2 5.8 89.0 h12.7 30,7 351.8  -14.8
August 162,0 - 3.0 179.9 1.3 335.8 86,7 Lo8.4 24,6 422.5 1.5
September 168.4 “h,3 219,8 30,5 399.9 B82.0 §56.4 14,8 459.8 0.7
Octaober 175.7  -17.9 260.7  b9.2 406.6 . 69.2 560.0 15,1 566,2 1.1
November 212,86 -17.8 326.5 53.4 562.3 - 69,2 604,7 9.5 579.7 4.1
pccember 218.2 -42.8 457.2 109.5 . 655.3 43,3 764.0 16,6 674.0 -11,7
Total 2,261,2  -1.2 2,910.2 28.7 4,702,9 61.6 5,746.0 22.0 5,727.80 - 0.3
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EXPORTS
{Cumulative)

- (MiTlion §)

1579 % 1980 % 1981 Z 1982 % 1983 % |

| January - 216,2 k3.0 236,3 9.3 k0.6 ~ 73.8 hhe,1 8.6 K781 7.1
| February 465.5 45,0 480.5 = 3.2 717.2 49.3 '856.3 19.4 881.5 2.9
March 661.7 37.8 7141 7.9 1.021.4 43,0 - 1,303.6 27.6 1,358.0 4.2
April CBhg.1 . 280 933.1 9.9 1,337.5 43,3 1,705.7 27.5 1,841.5 8.0
Hay i,011.6 26,2 1,129,6 11.7 1,631.9 4Lh,5- 2,120.2 29.%9 2,267.0 6.9
June 1,178.8. 22,3 1,298.9 -10.2 1,957.2 50,7 2,539.8 29.8 2,673.9 5.3
July 1,325.1 19.7 1,k66.0 10.6 2,273,0 55,1 - 2,952,5 .29.9 3,025.7 2.5
August 1,487.1 16,7 1,645.9 10,7 2,608,8 58.5 3,360.9 28.8 3,448.2 2.6
September 1,655.5 - 15,3 1,865.7 12,7 3,008.7 61.3 3,817.3. 26,9 . 3,908.0 2.4
October - 1,830.2  11.0 2,126,5 ~ 16,2 3,495 h 64,k 4,377.3 25.2 L4742 2,2
November  2,043.0 7.1 2,h53,0 20,1 h,047.4 65.0 4,982,0 23.1 5,053.9 1.4
December  2.261.2 - 1,2 2,910.0 28,7 .4,702.9 61.6 5,746,0 22,2 §,727.8 - 0.3
. . . : : 3

Composition of Turkish Exports

The following table shows the composition of Turkey's exports in
1982 and 1983. Comparing the figures for the two years, it will
be seen that there have been marked changes. It is of special
importance that the share of industrial products went up to 63.9
percent in 1983 as compared with 59.7 percent in 1982 and that
the share of agrlculture and livestock correspondlngly dropped
from 37.3 percent in 19282 to 32.8 percent .in 1983.




d)0Other Mining Products

EXPORTS
1982 Ty 83
{Ponnes) (000 F) {Tonnes) (000 g)
AGRICULTURE AND LIVESTOCK 2,141,213 i 332 iii
A.Crops 1,699,473 ’187 256
a)Cereal : 130,224 .
-Wheat 296,209 50,880 609,896 99, 353
-Barley 461,968 78,704 596,225 97,%23
| ~Others _ 641, - 189,000
‘b)Pulses. - 207,098 - 403 775
¢)Industrial Crops - 686,502 - - aa!
~Tobacco - 104y906 348320~ 69;530-2374757 =
-Cotton 216,975 296 594 127,14n 196,504
"=0Others - : 41,588 - . 59,514
d)Fruit and Vegetables - 648,615 - 590,654
- -Figs (dried) 38,055 33,466 43,399 27,386
-Raisins (dried) 101,236 100,320 80,690 71,437
-Hazelnuts = ... 116,989 240,695 115,241 245,985
* ~Pistachios 2,744 14,836 1,346 9,465
Other Hard ﬁgﬁitzd 9,208 20, 229 8,155 11,920
—Oranges Tangerines 91,114 29 115 100,301 264967
~Lemons 124,533 45 295 131,303 423230
-Other. Citrus Fruit 12,973 2,950 11,854 2,475
-Other Fresh Truit 171,185 59,358 192, ;017 54,436
-Others 15,184 29,051 20,146 29,619
~Vegetables 367.632 - 72,290 330 868 65,039
e}Seeds,0il Seeds - 25,612 L 21,582
f)Other Crops - 1,422 - 2,160
B.Lives k i '
Progugz:' and Livestock ) 389, 691 . 362,050
a)Livestock - 35%,236. - 304,818
b}Wool, Hair - 18,247 - 23,148
¢}Raw Skins,Came Skins - 83 - 110
d}0Other Livestock Products - 20,125 - 33,974
C.Fishery Products - 23,997 - 20,273
a)Edible Fishery Products - 20,453 - 184752
b)Other Fishery Products - 3,544 - 1, 1521
D.Forestry Products - "28,052 - 13,864
MINING AND QUARRYING PRODUCTS - 175,322 - 122'235
-a)Non-metallic Quarrying Products - 149,215 - 31" 894
b)Mineral OQOres - 25,%33 - ’
c)Fuels . 832 - 399
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1982 1983
. _ ) (Tonnes) (000 g) (Tonnes) (d0N §)
INDUSTRIAL PRODUCTS 3,429,438 3.6‘38,317
A.Agriculture Based ' :
Processed Products , - 568,225 669,731} _
a)Food Industry Products 496,982 969,331}
b)Food Industry By-Products 4,190 6,288
¢)Processed Tobacco Products 47 70
d)Processed Forestry Products 14,069 27,882
e)Processed Textile Fibres 52,937 : . 66,161
B.Processed Petroleum Products ' 343,910 432,434| -
a)Petrol ) 360,988 93,420 213,333 61,055 -
b)Jet Engine Fuel 243,575 73,659 483,590 131,492
¢)Kerosene- 145,813 46,281 22,027 6,537
d}Gasoil 40,115 11,681 2,213 688
e)Fuel 0il 730,929 118,272 102,068 17,834
f)0thers ' : 597 14,828}
C.Manufactured Products 2,517,303 2,756,152
a)Cement Industry Products . 206,620 80,621
~Portland - | . 3,368,993 180,160 | 68,184
-0thers , 26,460 Vs
b)Chemical Industry Pro. 147,931 120,324
c)Rubber And Plastics 60,437 76,872
d)Leather-Hides Processing Ind. 111,374 . 192,095[~
e)Forestry ‘Products Ind, _ 33,376 14,760
f)Textile Industry Pro. : 1,056,302 1,299.098
-Cotton Yarn 90,830 218.276 90,245 252,125
=Synthetic and Artificial o o
Fibres 4,280 23,297 8,623 51,053
~Grey Cloth 8,689 25,589 1,807 15,596
-Other Cotton Textiles 10,776 62,568 13,004 69,596
-Carpets,Kilims 2,750 294,270 2,539 163,839 y
~-Ready~-to wear Clothing 11,892 259,733 15,600 347,107
-Others . , 262,567 396,072
g)Glass and Ceramics Ind,Prod. 103,748 108,182
h)Metal Goods Ind.Prod. 362,204 407,185
i)Non-Ferrous Metals Ind. Prod. ‘ 44,601 78,872
j)Metal Goods Ind. Prod. . . 27,250 19,448
k)Machinery Manufacturing Ind.Prod. 115,723 102,751
1)Electrical Appliances Ind., 75,198 68,955
m)Motor Vehicles Ind. Prod. - 110,230 126,344
n)Other Industrial Prod. _ 62,309 : . 60 ,6A5
GRAND TOTAL , 5,745,973 5,127,833
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The slowdown which is to be observed in the rate of increase in
exports in 1983 can partly be explained by the decrease in the
export earnings from agricultural products and by the quantitative
restrictions imposed by the EEC on such major Turkish exports

as cotton yarn, clothing and certain agricultural products. There
were also difficulties as regards trade with some Middle East
countries.

The share of total exports held by six traditionally important

export products declined from 27 percent in 1981 to 19 percent
in 1982 and to 15.3 percent in 1983,

EXPORTS OF TRADITIOMAL PRODUCTS

___f{ooo $)

1981 1982 1383 '98%/82
Figs 35,344 33,466 27,386 -18.2
Raisins 130,226 100,323 71,437 -28.8
Hazelnuts 301,772 240,694 245,985 2,2
Tobacco 395,013 348,320 237,757 -31.7
Cotton 360,944 296,594 196,504 -33.7
Wheat 53,785 50,879 99,353 95.3

There are also some structural problems related to Turkey's export
performance. For example, there are criticisms directed against the
present application of the exports promotion system; one of these
criticisms concerns the calculation of the amount of tax rebates.
It is argued that this calculation is not based on solid foundations
and that it could therefore distort the pattern of domestic and
foreign competition. The second criticism directed against the
export promotion measures is that they are too generalised and are
applied equally to too large a number of sectors and products; it
is. considered that their application should be much more selective.
The-third criticism concerns the measures' negative impact on the
foreign exchange system; that is to say that, in practise, the
measures create a very complex system of multiple exchange rates.

Since 1980, a certain commodity and geographic diversification of
Turkish exports is to be observed but the degree of concentration,
both commodity-wise and geographically, is still too high. This not
only limits Turkey's bargaining power in world markets but it also
makes the country vulnerable to fluctuations in production volume
and to changes in demand in certain major markets.
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SECTORAL RATES OF INCREASE 1N EXPORTS

. (%)
1 .
?§§§ '?35; _ '?;;; 1978 1979 1980 1981 1982 1983

I.Agricul ture &

“Livestock Sector 9.9 7.3 1.4 480 -12.9 254 32.8 - 3.5 -12.2
1)CerealstPulses - 4,2 39.8 27.2  117.6 -37.5 10.3 80.2 3.4 11.5
2)FruitstVegetables 11.0 8.3 17.4 27.4 15.6 16.5 5.5 -18.% - 8.9

a}Hazelnuts 9.0 6.8 16.6 31.8 6.7 11.9 ~23.6 ~20.3 2.2
b)Raisins 8.1 6.1 19.7 32.9 15.2 13.5 - 0.1 -22.7 -28.8
c}Others . 11.8 4.4 17.7 14.0 27.2 -30.9  -t5.4  -11.2

31} Industrial Crops 13.8 £.7 b.9 45.8 -29.2 37.6 32.8 -10.1 -28.1
a}Tobacco 15.3 2.1 6.1 281 -21.4 32.1 €9.0 ~11.8 -31.7
b)Cotton 13.4 7.8 1.9 65.8 -34.6 41.6 B.0 -14.7 -33.7
c)Others - 18.1 22.2 2.0 - 4.4 4o.0 16.7 18.0 1.4
4}LivestocksPro, -~ 9.2 1.1 6.6 ' 109.2 Th. b 138.7 - - 7.4
S}Fishery Products 18.4 9.6 L8 110.6 4.6 17.0 -15.5
I1.MintngEQuarrying )
Praducts 17.6 1. 29,7 - 1.4 6.5 Ly .2 1.3 - 9.4 7.8
111, Industrial Products 3.7 "26.5 19.3 6.1 26.2 33.4 118.7 4g9.8 6.7

"1)FoodcBeverages 2.9 12.9 7.9 -25.4 37.3 8.6 - 93.1 38.1 14.9
2)Textiles - £7.6 3701 15.9 22.3 12.4 Bg.2 - 31,6 23:0'
3)Forestry Products - 1.8 27.7 - 9.4 10.7 50.0 165.7 353.6 69.7 -55% 8
L)HidestLeather - 28.0  162.8 19.3  -22.8 10.0 13.5 65.7 35.7 72.5
S)Chemical industry 15.5 32.4 26.2 -29.1 0 8.7 - 23.4 87.7 -18.9
6)Petroleum Pro. 56.5 133.3 -100.0 - - - 117.8 . 221.% -32.4
7)Cement Industry  -100.0 {+) . - 9.6 - 330.9 2.3 -11.8 L01.4 4.1 -61,0
B)GlasseCeramics - 9.3 65.8 LT 9.7 23.3 - 3.1 184.3 1.5 h.3
9)Non-Ferrous Metals 29.3 -18.7 27.7  -h2.4 25.0 25.8 . 62.8 hg.5 76.8

10} ironESteel Ind. 47.2 3h.4 14,4 k7.2 47.6 9.2 195.2 261.5 12.4
11}Metal Pro.tMach. 50.5 Bh.7 28.0 28.1 0 644 150.3 3%.6 -14.5

12)ETectrical ) .

Appllances {+) 74.2 28.0 22.0 0 154.2 128.3 ~ 487.6 - 8.3

|3)Vehfcles 24.5 86.7 102.2 -33.9 350.0 89.0 133.7 - 6.3‘ 1%&.6

L TH)Others 19.8 4o.4 5.3 9.5 100.0 43.7 315.8 kB.3 -2,7

‘Geographical Distribution of Exports

The geographical distribution of exports again changed in 1983.

‘The OECD countries' share of exports increased from 44.3 percent

of total exports in 1982 to 48.2 percent last year, whilst exports
to Free Exchange Agreement countries fell from 50. 3 percent to 46.7
percent.

Exports to the COMECON countries decreased to 4.2 percent of- total
exports in 1983 from 5.6 percent in 1982,
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Exports t0 the Islamic countries as a group alse showed a slight
decrease, from 46.8 percent of total exports in 1982 to 45.4
percent in 1983.

., TURKEY'S TRADE WITH
] EEC

__:_2 a ,,’...--0 \\\.--./1./ \\
S /,- IMPORT \\
=
° L e \/EXPORT

N I R R O B B B A

1971 1972 19731974 1975 1976 1977 197819791980 1981 1982 1983
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GEOGRAPHICAL DISTRIBUTINN OF ‘EXPORTS

(000 &)
198 2 G T <
{000 &) (%) (000 @) (%)
OECD COUNTRIES 2,556,078 44.5- 2,760,115 48.2
A.EEC Countries 1,755,466 30:6 2 010,153 35,1
. =West Germany 707,449 837,766
-Belygium-Lilxemburg 9,831 125314
~Denmark 194,826 180,507
-Holland 104,750 140,851
-United Kingdom 189,029 247,040
~ireland 3 838 4 383
~italy 327,492 422,758
~Greece » 129,878 57,619
B.0Nther OECD Countries 8eo,632 13.9 749,962 13,1
-Austria 1,957 - 1,868
-U.5.A. 251,599 231,720
~Switzerland 323,859 286,472
~-Japan 4312113 36,862
-Others : 180,004 2,040
FREE EXCHANGE AGREEMENT COUNTRIES 2,887,750 50.3 2,623,802 46.7
M.Eastern European Countries 323,171 3.6 245303 4.2
B.Middle Fast and Nort African Count. 2,461,996 42.8 2,357,953 . 41.2
-Algeria - 124,958 : 127,415
-irag 610,437 319,558
-Iran P1,066 1,087,717
-Libya 234,596 ‘ 184,288
~Laypt 145,031 70,197
-Sudan 5,766 4,355
~-Syria 63,154 58,901
-faudi Arabia 357,884 364,707
-Tunisia 24,369 30 1473
-Jordan 104,735 110, 1342
~Others 302,145 1.9 79,546 1,3
1 OTHER COUNTRIES ‘ 302,145 5.2 293,916 5.1
A.Middle East Countries 227,407 4.0 238,001 4.2
l ~Abudabi 6,596 4,370
-Bahrain _ 1,102 1,534
-Dubai 14,645 16,450
~-Qatar 3,910 7,231
-Kuwait : 86,915 86,953
~Lebanon 111,586 121,042
=0Oman 2 653 : 421
B.Others 74,738 1.2 55,915 0.9
-Nigeria 11,181 _ 3,963
~0Others 63, 1557 51,952
TOTAL’ 5,745,973 100.0 5,727,833 100;0
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3. Imports

Over the period 1972-1977, imports increased by an annual average
rate of over 30 percent. But in 1978, imports fell by 20.7 percent,
-increased by a modest 10.2 percent in 1979, rose by no less than
51.2 percent in 1980, increased by a further 16.5 percent in 1981,
decreased by 1.0 percent in 1982, and then increased by 4.4 percent
in 1983,

Raw materials constituted almost 72.3 percent of total imports .in
1983; machinery and other investment goods accounted for a further
25.1 percent ahd consumer goods made up the modest remainder of
2.6 percent. An analysis of 1983 imports by sources of finance
reveals some changes as compared with 1982. In all, programme
imports represented 92.5 "percent of the total, as

against 90.1 percent in 1982, but "Liberalised" imports represented
89.6 percent as against 86.0 percent and "Quota' imports were down
from 3.1 to 1.8 percent. In so far as self-financing imports were
concerned, there was no important change in imports with waiver

- (without foreign exchange payment) but imports against foreign
project credits decreased from 8.6 to 5.5 percent of the overall
total.

IMPORTS
(Monthly) v
] “ (MIV1lon §)

1979 % 1 1950 % 11901 % [ 1982 % ] 1981 3
January . 279.0 51,5 433.3  50.7 781.9  86.0 608.0 -22.2 731.0  20.2
February 390.0 -21.3 595.3 52.8 843.7  hi.7 667.5 -20.9 758.7  13.7
Harch. 525.8 85.7 370.1 -29.6 677.5 83.0 684.0 1.1 859.6  25.5
April 386.7 ~12.0 366.5 - 5.2 652.5  78.0 759.6 +16.4 665.2 -12;5
May 33%.9 -23.9 692.5 106.2 759.9 9.7 768,7 + 1,2 71 - 7.5
June W69 22,7 556.9  1hh 669.1  30.4 734.7 + 9.8 724.5 - 1.4
July 272.0 - 7.3 729.9 127.9 777.1 25,3 678.2 -12.7 629,6 = 7.1
August 33k, 36.5 84,1 74.8 663.0 13.5 654.0 - 1.4 7644 16.9
Seplember 621.9 65.2 1,1317,2 B2.9 689.1 =-39.b 672.3 =~ 2.4 682.9 1.6
October 436.9 4.6 966,6 106.8 657.2 =27.2 47,5 13,7 792.1% 6.3
November 368.4 -14.3 521.8 hh.2 800,1 54,8 782,7 - 2.2 B25.4 5.5
Decenber 6h2.4 5.2 995,2 40,8 962,2 6.5 1,084,7 12,7 1,090,1 0.5
Total 5,069.% 10,2 7,909.4% 51.2 8,933.4 16.5 8,842.7 - 1.0 9,235.0 b4

IMPORTS
(Cumulative)
{Mi11ion §)

1979 %] 1980 % [ 1981 % | 1982 % | 1983 3
Januvary 279.0  51.5 33,3 50.7 781.9  80.4 608.0 =-22.2 731.0 20,2
February 68,9 =~ 1.6 1,015,6 51.8 1,626.6 60.1 275.5 -21.5 1,b489.7 16.8
March 1,194,424 1,385.7 16.0 2,303.1 65.8 960.3 =-th,9 2,349.3 19.8
April 1,581, 12,8 1,752,2 10.8 2,955.6 68,3 2,719.9 - 8.0 3,0t4.5 10.8
May - t,817.0 Lo 2,h44.7 27,5 .3,715.5 51,7 3,480.6 -5.8 3,725,9 . 6.8
June 2,403.,9 7.4 3,000.6 25,9 b 304.6 k7.7 4,223.3 - 3.7 L,h50.4 5.h
July 2,675.9 5.7  3,621.9  35.3  5,161.7 h3.8 4,900'.5 - 5,00 5,080.3 3.6
August 3,010.0 8.4 4,205.5 33.7 5,82h.7 39.5 5,555.5 - 4.6 5 Bu4.h 5.2
September 3,631.9 15,2 5,432.6  47.1  6,513.8 22,7 6,227.8 -4, B 6,527.3 4.8
Octobet 4,068.,8 14,0 6,246.3 53.5 7,171.0 1hh 6,975.3 - 3.5 7,319.h 4.9
November  h,427;2 11,0 6,763.0 52,8 7,970.1 .17.5 7,758.0 - 3.7 B,144.0 5.0
December 5,069.4 10.2 7,909.4 51,3 B,933.4 2.7 8,8h2,7 - 2,2 9,235.0 4
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. IMPORTS
T 98 2 T9 83 "
{Tonnes) (000 g)  (Tonnes) (000 %)
AGRICULTURAL AND LIVESTOCK SECTOP 176,050 , 138,038
~Wheat : 525,282 91,624 12,914 1,998
~Rice 20,431 9,836 9,997. 4,801
-Merinos Wool - 6,632 32,571 12,316 55,827
~SKins 3,077 5,272 - 7,361 13,699
~-Cocoa 3,089 6,853 4,134 8,765
-Others - 249,894 - 33,850
IMINING AMD QUARRYING 3,630,893 3,441, 470.
~Crude 0Qil 13,450,826 3,418,567 3,242,231
-Others - 212,326 178_032
INDUSTRY SECTOR 4,878,376 5,599,667
l]Agrl(ulture Based :
Processed Products 175,753 ) 203,393
2)Petroleum Products 906,112 22n,928 1,840,219 422,945
~Fuel 0il 257,619 43,168 ° 453,234 61,950
~Kerosene . 431,515 123,751 452,637 . 169,730
-Others ‘ - 54,009 112,914
3)Industrial Products 4,481,695 4,973,327
~Cement 492 411
~-Chemicals 890,444 1,151,141
~Fertilizers - 399,296 51,041 1,103,605 119,524
-Others - B39,403 - 921,099
-Rubber and Plastlcs 236,534 250,554
-Leathei and Hides 301 1,47
-Forestry Products 6,115 2,68
~Textiles 103,222 97,76
-:lass and Ceramics 34,056° 57,36
-Iron and Steel Tndu0try
Products 591,858 674,89
-Non-Ferrous Metals 122,343 194,78
~Metal Goods 37,406 30,44
-Machinery Industry 1,308,611 1,432,26
~Electrical Appliances 374,073 397,62
-Motor Vveéhicles 594,075 477,91
~Others 182,165 203,99
IMPORTS WITH WAIVER 49,015 55,85
GRAND TOTAL 8,842,664 9,235,00
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SHARE OF COMMODITY GROUPS
' ' (%)

1987 197219771978 1979 1980 1981 1982 1983

1) Investment Goods  47.2. 50,1 38,9 - 34.6 31.5 20,0 24,7 26.6 25.1
- Copstruction :

Materials b4 55 3.6 3.0 3.0 1.9 1.9, 2.4 2.2
- Machinery .

Equipment 42,8 - 44,6 35,3 Nn.6 28.5 18.1 22.8 24,2 22.9
2)Raw Materials k7.9 45,2 58.0 62,6 66.6 77.9 73.3 71.3 72.3
3)Consumption Goods 4.9 4,7 3.7 2.9 - 1.9 2.1 2.0 2,1 2,6
’thal_ 100.0 100,0 100.0 100.0 100.0 160.0 100.0 100.0 100.0

[MPORTS BY COMMODITY GROUPS

(Million §)

19779 TIT 0 R R 7573
Value' % Value b4 Value ¥ Value. X Virlue %

| 1) Investment Goods 1,596 3.5 1,581 20,0 2,207 2.7 2,324 26.3. 2,317  25.1
= Constructlon ' '

Goads 152 3.0 152 1.9 167 1.9 210, 2.4 201 2.2

= Maghinery - ‘
Equipment 1,444 28,5 1,429 8.1 2,040 22.8 2,113 23.9 2,1!6 22.9
2)Raw Haterlals 3,377 66.6 - 6,158 77.9 6,547 -73.3 6,338 7.7 6,675 72.3
3)Consdmer Goods 9% 1.9 170 2.0 179 2.0 182 2.0  2b2 2.6
Grand total 5,063 100.0 7,909 100.0 8,933 100.0 8,843 100.0 9,235 00.0

IMPORTS BY. SOURCE OF FINANCE

. - (MI111on $§)
1979 193980 1981 198 2 i v 98 3
Value Y 4 Value, % Value 2 Value o Value %
‘Programme Imports 4,479 88,4 7,204 91,1 8,117 90.8 7,982 90.%1 8,540 92.5
= Liberalization ) : . -

List - 3,397 67.0 6,087 77.0 7,126 79.7 7,623 86.0 8,270 B9.6
~ Quotd List 973 19.2 947  12.0 831 9.3 272 3.1 161 1.8
-~ Bilateral Agr, 109 2.2 170 2.1 160 1.8 A7 1.0 106 1,2
Self Financing Imp. 590 1.6 705 8.9 - B19 9,2 858 9.9 635 7.5
= NATO -tnfrastructure 11 0.2 18 0.2 16 0.1 14 0.2 59 0.6
- Private Foreign

Capigal 7 Lh 33 0.4 43 0.5 i 0.5 72 0.8
= Project Credit : -

Relatied . 356 7.0 547 6.9 - 6h2 7.2. - 754 8.6 508 5.5
= Imports With Waiver 123 2.4 95 1.2 69- '0.8 'hg 0.6 56 0.6
= Others 29 . 0.6 12 0.t 48 0.4 .
Overall Total . © 5,069 - 100.0 7,903 100.0 8,933 100.0 8,843 100.0 9,235 100.0
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As indicated below imports from OECD countries decreased from

50,77 nercent to 48.52 percent,

whereas imports from free exchange

agreement countries increased from 46.79 percent in 1982 to 47.05
percent in 1983,

GEOGRAPHICAL NISTRIBUTION QF IMPORTS

198 2
(000 8) (%)

1983
(000 g#) (%)

OE
A.

A.
B.

M.

CD COUNTRIES
EEC Countries
-West Germany
-Belgium-Luxemburg
-Denmark
~France
-Holland
-United Kingdom
-Ireland

-Italy

-Greece

.Other OECD Countries

-hAustria
-U.S5.A.
-Switzerland
-Japan
-0Others

FREE EXCHANGE AGREEMENT COUNTRIES

East European Countries
Middle East and North
Africa Countries
-Algeria

-Iraq

~Iran

-Libya

-Egqypt

-Sudan

-Syria

-Saudi Arabia
-Morocco

-Jordan

~Nthers

FOTHER COUNTRIES

Middle East Countries
—Abudapi
-Bahrain
~Qatar
-0Oman
-Dubai
-Kuveyt
-Lebanon
Others
-Nigeria
-0Others

4,434,227 50.77

2,466,237 28,24

1,009,084 11.55
146,538 1.68
24,189 0,28
263,221 3.01
158,463 1.81
433,796 4.97
1,532 0.02
415,005 4.75
14,409 Q.16
1,967,990 22.53
118,371 1.36
813,526 9.31
330,434 3,78
7,027 4.09
348,632 3.99

4,142,791 46.79
427,811 3.65

3,610,525 40,79
8,638 n.18
1,417,467 -
747,708 8.56
823,340 10,53
627 0.0
18 -
14,223 0.16
573,269 5.46
17,666 0,20
7,513 0.01
104,455 1.20

265,646 3.03
95,740 1.10

400

3

23
92,395 1.06
2,920 0.04

169,805 1.93

169,905 1.93
8,842,664 100,00

.481.140 48,52
.595.896 28,11
1.052.848 11.40
148.104  1.60
19.472  0.21
218.341 2,36
181,659  1.97
440.680  4.77
3.534  0.04
510.274  5.53
20.984  0.23
1.885.244 20.41
130.615  1.41
695.116  7.53
265.807  2.88

A% =

349.940 3.78

444,566 4.81

4,345,517 47.05
802.029 B.69

3.386.70% 36.69
76.747  0.83
946.551 10.25
1,222,051 13,23
793.359  8.59
25.006  0.27
268 -
3.375  0.04
268.793  2.91
39.396  0.43
11.163  0.12
156.779  1.70

408.344 4,42

176.981 1,92

90 -
6.889 0.07

16 -

6 -
168.466 1.82
1.514 0.02
231.363 2,51

- 375 -
230.988 2.50
9.235,001 100,00

TOTAL IMPORTS
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4. Balange of Trade

The import bill went up by 4.4 percent to $ 9,235 million in 1983,
whilst exports decreased by 0.3 percent to $ 5,728 million., As a
result, the foreign trade deficit increased by by 410 million $ as
.compared with 1982,

TRADE DEFICIT

(Monthly)

(Million §)

1979 1980 1981 1982 1983

January 62.8 207 .1 371.3 310.1 253.0
February 140.3 350.1 537.2 266.4 355.3 -
March 329.6 136.5 373.4 237.6 383.1
“April 119.3 147.5 336.4 357.4 181.7
May 173.4 496.0 465.5 354.2 285.9
June 319.7 387.6 343.8 315.1 317.6
July 125.7 . 462.8 k61.3 265.6 - 277.8
August 172.1 ol .1 327.2 246.5 341.9
September . 453.5 917.4 289.1 188.8 223 .1
October 262.,2 705.9 170.6 12.3 225.9
November 145.6 255.3 247.9 151.1 "245.7
December 4242 538.0 306.9 293.3 k16.1
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TRADE DEFICIT
{Cumulative)

, (Million §)
1979 1980 1981 ~1982 1933
January 62.8 107, 1 371.3 310.1 253.0
February 203,1 548.2 908.5 576.5 608.3
March 532.7 6847 1,281.9 8141 991.,4
April 732.0 832.2 1,618.3 1,171.5 1,173.1
May '905.4 1,328,2 2,038.8 1,525.7 1,459.0
June 1,225.1 1,715.8 2,427.6 1,840.8 1,176.6
July 1,350.8. 2,178.6  2,888.9 2,106.4 2,054.4
August  1,525,9 .  2,582,7 3,216.1 2,352.9 2,396.3
September 1,976.4 3,500,1 3,505,2 2,541.7 2,619.4
October 2,238.6 4,206.0 3,675.8 2,554,0 2,845.3
November 2,382.,2 o h,h61.,3 -3,923.7 2,705.1 3,091.0
December 2,808.2 4,999.2 - 4,230.4 3,097.0 3,507.2
o— TRADE DEFICIT
L |
@ \
220 N -
. ®
53 N\ /\' -
ﬁ ’ .‘—-. /
a -4 - \\\\. \\\\ .
..5 - o/
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5., Terms of Trade

The terms of trade deteriorated in 1974 and again, and more seriously,
in 1975; they have never recovered since then. On the contrary,
after a slight improvement in 1976 and 1977, there was an even
further deterioration during the period 1978-19283.

TERMS OF TRADE

{in $}
1973 = 100
Export Import Terms of
Prices Prices Trade
1974 136.0 147.9 92.0
1975 128.3 165.1 77.7
1976 133.3 167.0 79.8
1977 146.2 184 .1 79.4
1978 154.9 209.8 73.8
1979 182.h 247.5 73.7
1980 215.8 - 369.0 58.5
81 1.qtr. 211 436.6 48 .4
2.qtr. 197.7 297.4 66.6
3.qtr. 188.9 _375.5 50.3
boqtr. 177.9 373.3- hy.7
82 V.qur. 178.0 359.8 4g.5
2.qtr. 167.6 350.4 47.8
3.qtr. 186.6 356.5 52.3
b.qtr, 182.1 359.9 50.6
83 1.qtr. 166.2 3747 by Y
2.qtr. 152.9 304.2 50.3
3.qtr. 158.0 319.0 42.5
L.qtr, 155.2 30h.1 5t.0
TERMS OF TRADE
(in TL.)
1973 = 100
Export Import . Terms of
Pricas Prices Trade
197h 137.6 145.2 94.3
1975 135.4 168.0 80.0
1976 153.0 188.9 81.0
1977 191.5 233.1 82.2
1978 27451 361.0 75.9
1979 437.5 605.3 72.3
1980 1,193.6 1,989.2 60.0
81 1.qtr. 1,437.6 2,871.1 ba.7
- 2.qtr.  1,473.9 2,148.6 68.6
3.qur.  1,640.7 3,132.1 52.4
b.qtr. 1,654.9 3,h04.8 “48.6
82 l.qtr. 1,832.0 3,616.8 50.7
2.qtr. 1,856.8 3,789.8 kg o
J.qtr. 2,321.8 h,318.7 53.8
boqtr. © 2,412.1 4,658.0 51.8
83 l.qtr. 2,337.5 5,147.2 bs 4
2.9tr. 2,351.8 4,572.9 51.%
J.qtr. 2,700.7 5,309.4 50.9
h.gqtr. 2,951.0 5,651.6 ' 52,2
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The deterioration was of course a consequence of export prices
increasing less rapidly than import prices. In fact, on a dollar
basis, prices of Turkish exports increased by only 55 2 percent
between 1973 and the last quarter. of 1983 whilst, on the same ba51s
prices of Turkish imports increased by 204 percent That is to say
that the rate of increase in import prices was almost four times
that of export prices.

As a result,: the terms of trade deteriorated seriously in 1975,
improved sllghtly in 1976 and 1977 and further deteriorated durJng
1978-1982. This deterioration continued in 1983 although the terms
of trade improved slightly in the fourth quarter.

The same trend was registered in terms of Turkish Lira values,
although the increases in prices were still more accentuated.
Export prices increased by 1951 percent between 1973 and the last
quarter of 1980 whilst import prices increased by 4652 percent
during the same period. The big drop in the terms of trade came

in 1975, followed by a slight improvement in 1976 and 1977 and
another decrease during 1978-1982;a slight improvement was reguﬂered
in the fourth quarter of 1983.

6. Invisibles

Workers' Remittances

Workers' remittances continue to make a very important contribution
to the Turkish balance of payments. A realistic and coordinated
policy is necessary for the efficient channelling of savings to
this country; in the recent past, various organisations took the-
matter up from different view-points with no real success.

Before formulating such a firm policy, it is essential that careful
consideration be given to the recent measures taken in Western
European countries against Turkish migrant workers. A policy which
does not give due regard to these developments will have very 11tt1e
chance of success.

One factor which at least prevented a drastic fall in remittances
after 1974 is that many workers' savings abroad reached the targets
set by the individuals concerned. For most workers, the target is
the amount they will need to make a long-planned investment on
their return to Turkey. This tendency is supported by confidence

in the German Mark and expectations of further devaluations in
Turkey. Others who have not determined where or how to invest their
savings keep them abroad until they decide on an investment propo-
sition; in the meantime, they remit the minimum amounts that they
feel obliged to send home. The relatively high rate of inflation
and the frequent devaluations of the Lira have shown them to be
Jjustified in their caution. These important funds are also used

to some extent at least for illegal currency transactions.

One additional obstacle to transfers is the difference in profita-
bility between investments abroad and those in Turkey. Many workers
have found it more advantageous to establish a business or acquire-
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property in- their host countries. For the reasons mentioned above
and for various other reasons (including the depreciation of Furopean
curren01esaga1nst ‘the dollar) workers' remittances fell to 1,553.0
million dollars in 1983 from 2,169.5 million dollars in 1982

Durlng the 22 year perlod between,1961—1983, an additional purchasing
power correSponding to $ 15.8 bn was 1nJected intol.the Turkish
ecogomy 'in the form of migrant workers' remittances. Some part

of this amount might heve been intended for investment but even

these remittances were partly lost in consumer expenditure through
lack of sultable 1nvestment opportunltles

In any event, the maJor portlon of the remlttances was utilised
in areas of short-term profit with only minor contributions to the
economy (housing, small shops and agricultural land, etec.)

WORKERS! REM|TTANCES
{Cumulative)

- . _ (Million $)

. 3 - % % - ' %
1980 Change - 1981 Change 1982 Change 1983 Change
January 83.2 0.2 .. 134.8 62.0 149.2 10.7 121.2 -18.2
February 256.5 - 61.8 278.3 8.5 280.0 0.6 226.9 =19.0
March 368.2 72.0  417.9. 13.5 427.3 2.2 356.2 -16.0
April h83.0  40.9 577.0 19.5 - 579.7 0.5 473.3 -18.4
May -586,2. -40.3 739.0 26.1 .739.8 0.1 581.0 -21.5
June 7.2 -31.9 951.0 28.3 905.4 - 4.8 691.1 -23.7
Juty 1,020.6 -2 1,26h.9 23.9 1,151.8 - 8.9 855.1 -25.5
August  1,300.2 - 0.2 1,642.5 26.3 1,452.7  -11.6 1,046.7 -27.3
Sapt. 1,507.5 " 6.8 1,909.0 26.6 1,649.2  -13.6 - 1,186.4 -27.9
"October 1,712.5 4.1 2,120.8 23.8 1,852.8  -12.6 1,326.7 -28.2
November 1,885.7  17.7  2,304.2 22.2 1,995.8  -13.4 1,430.1 -28.3
Becember 2,071.0 22,2 2,489.7° 20.2 2,186.6 -12.2 1,553.0 -28.4

20~ WORKERS
'L REMITTANCES

BILLION $

10 |-

NN
1973 1974 1975 1976 1977 1978 1970 1980 1981 1982 1983
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000 %) -

it |

IMPORTS-EXPORTS, WQRKERS' REMITTANCES
January-December January-December January-Decembew
1961 1982 1983 '
Imports 8,933,365 8,842,664 9,235,001
Exports - 4,702,935 5,745,973 5,727,833
Workers! Remittances 2,489,682 2,186,579 1,554,000
Total 7,192,617 - 7,932,552 7,281,833
Difference 1,740,748 910,112 1,953,168
The Raté of Exports+
Workers' Remittances : ,
against Imports 80.5 89.7 78.9

Tourism Receipts and Expenditures

In 1983, net revenue from tourism increased by 8.5 percent ,raising
the total from $ 262 mn in 1982 to $ 284 mn. As may be seen from
the balance of payments table, tourism and workers' remittances
again provided most of the favourable balance of the invisibles
account.

(Million #)
NET TOURISM REVENUES

1977 1978 1979 1980 1981 1982 1983
January  -3.1 - 1.1 5.5 3.9 13.3 11.3 15.3
February -9.0 0.9 3.1 14.6 12,2 15.6 20.0
March 2.0 10.3 4.0 12.6 13.0 11.9 14.1 .
April -7.2 4.2 11.0 7.2 17.7 17.2 17.9
‘May “:'s 13.8 64.5 6.6 15.1 21.8 23.1
June -5.5 13.5 15.5 12.2 32.1 15.6 19.3
1 July -4.3 28.0 . 22.8 36.3 39.0 2n.1 18.90
_August -4.6 32.1 18.2 44.2 34,7 23.5 47.%6
September -8.1 21.8. 15.2 21.9 28.7 17.7 31.8
October -10.0 1.0 6.9 15.8 28.2 32.2 32.5
November -9.0 4.8 12.9 17.9 ~25.0 28.37 22.5
December -6.1 4.3 6.0 18.6 10.0° 46.1 21.6
TOTAL -63.7 127.7 185.7 211.9 277.7 261.4 283.7 |
TOURTISM REVENUE AND EXPENDITURE
(000 2)
Recelpts % Change Expenditure % Chandge
1981 1082 Jag3  81/82 82/83 1981 "19g2 1983  B2/83 82/83
January 18,653 16,586 22,100 -11.0 33.2 5,346 5,245 6,784 - 1.9 29.3
Fobrmary 17,409 21,362 26,336 22.7 24.2 5,195 5,746 6,365 10.6 10.8
March 20562 17,072 23,157 =17.0 35.6 7,593 5,208 9,049 -7.7 73.8
April 25,586 25,755 26,239 0.1 1.0 7,083 8,551 8,345 20.7 -2.4
May 30,371 28,574 43,255 - 5.9 51.4 7,569 6.606 20,179 --12.7 196.5
June an,200 23,324 30,500 -40.9 28.0 8,203 8,196 11,200 - 0.1 36.7
July 43,403 37,776 33,700 -25.7 6.0 4'477 11,698 15,700 161.3 34.2
August 55,032 40,454 58,835 -26.5 45.4 20,290 16,916 11,274 =-16.6 =-32.5
September 139,379 35,957 41,503 - 8.7 15.4 19,408 18,246 9,750 - 6.0 -46.E
October 34,802 39,351 40,583 13,1 3.1 6,939 7,152  §,033 3.1 12.3
Neomber 30,596 34,085 29,405 11.4 -13.7 5,883 5 690 ..6,918 - 3.3 21.6
o embor | 25,161 .55,502 35,373 120.6 -36.3. 6,18 9,436 13,718 52.5 45.4 °
AL 351,255 370,320 410,580 - 2.9 11.0 104,212 108,919 127,315 4.5 16.9
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7. The Balance of Payments

The performance of the balance of payments may be described as
unsatisfactory, fair or promising, depending upon the point of
view, Yet any simple evaluation without due regard to the underlying
factors is apt to be misleading.

Last year, the foreign trade balance was deficitiary by $ 3,507
mn, an increase of 13.2 percent compared with the $ 3,097 mn
deficit registered in 1982, In this respect, the performance of.
the balance of payments was unsatisfactory.

The balance on .the "invisibles" account was a positive one, but

the surplus decreased to $ 1,273 mn and was not of course sufficient
to cover the trading deficit.” So, the current account yielded a
deficit of $-2,234 mn, much more than that of 1982. In this respect,
too, the balance of payments performance was discouraging.

Programme credits of $ 609 mn and project credits of $ 508 mn
created a capital account surplus of $ 628 mn, despite foreign
debt repayments of $ 1,093 mn. The overall balance was thus a
deficit of $ 1,606 mn, compared to a surplus of $ 60 mn in 1982,
In this respect, the payments performance was again unsatisfactory
except in that Turkey managed to preserve, even increase, its
forelgn exchange reserves last vear as compared with’ 1982 Indeed,
in the latter months of the year, Turkey maintained the very
reasonable average level of gold and foreign currency reserves

of around $ 2.1 bn.

BALANCE OF PAYMENTS

{(Million $) -
1981 1982 1983
CURRENT ACCOUNT
A. Foreign Trade
1)Exports FOB 4,703 5,746 5,726 -
2)lmports CIF -8,933 -8,843 ~9,235
Balance of . Trade -k,230 -3,097 -3,507
B. Invisibles :
1) Interest Payments -1,193 ~1,465 ~-1,442
2)Tourism and Travel 277 262 - 284
" 3)Workers Remittances 2,490 2,187 1,554
4}Profit Transfers - 56 - b3 - 57
5)0ther Invisibles 620 990 934
8alance of Invisibles 2,138 1,930 1,273
Current Account Balance -2,092 -1,166 -2,234
CAPITAL MOVEMENTS
1)Debt Repayments - 585 - 852 -1.093
2)Private Foreign Capital 60 55 72
3)Project Credits fh2 754 508
L} imports With Vaiwer 69 49 (13
B)Programme Credits 840 1,007 609
6)0ther Capital Movements - 147 93 365
7INATO Infrastructure 0 0 11
Capital. Account Balance 87a 1,106 628
Overall Balance -1,214 " 60 - -1,606
RESERVE MOVEMENTS - 58 - 432 110
NET UTILISATION QF THE IMF RES. 335 205 193
SHORT MEDIUM CAPITAL MOVEMENTS - 213 63 690
NET ERRGOR AND OMISSION 1,150 206 613
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.Gold and Foreign Exchange Reserves

Turkey managed to increase its foreign exchange reserves during
each of the past four years. As already stated, at the end of 1983,
the gold and foreign exchange reserves amounted to $ 2,253 mn, the
equlvalent of ‘some three months' imports. :

INTERNATIONAL .RESERVES
{Million %)

- ~Giross Foretgn . Gross ' Net:

Gold © . Exchange International - Overdrafts Reserves

- {1) Reserves (2) Reserves (3) : ' (4)

| 1972 _ 132 1,190 1,322 S 10 : 1,312
{1973 . - 1h6 .. 1,906 - 2,052 13 . 2,039
1974 the - 1,473 : " 1,619 1 1,608
1975 T the - 1,097 - 1,243 ‘ 51 o 1,192
1976 146 . 1,058 , 1,204 124 : 1,080
{1977 149 721 - - 870 240 630
1978 150 902 1,052 5120 _ rAll
1979 ‘ 155 795 ' 950 : 244 . 708
1980 155 1,308 1,463 254 1,209
1981 155 1,571 _ . 1,726 69 1,657
1982 155 1,872 2,027 48 7 1,979
1983 January 155 1,714 - 1,869 121 1,748

. February 155 . . 1,722 o 1,877 : 162 1,715
March 155 1,817 1,972 - 161 1,81

April 155 © 1,802 ] 1,957 209 1,748

May 155 - 1,852 2,007 230 . Co1,777

June 155 1,581 1,736 : 229 - 1,507

July. 155 1,525 .1,680 156 1,524
August 155 1,860 " 2,015 : 17 1,898
September 155 1,910 2,065 . 157 : 1,908
October 155 1,883 2,038 o 192 1,846
November 165 1,984 2,139 L 85 2,054
December 155 2,098 2,253 164 2,089

1984 March 155 2,099 2,254 131 2,123

Source: Central Bank

1Gold ls valued at $ 42.42 per ourze and holdings of non~|1ternat|ona] standard are not
inctuded.

Foreign exchange held by the Central Bank plus foreign exchange held by Turkish banks.
Prlor to 1975, Turkish banks were not permitted to hold foreign exchange.

Gross international reserves include gold plus gross foreign exchange -reserves,

“Gross lnternatnonal reserves, net of overdrafts,
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8. Foreign Capital Investment

One of the major elements of the 1980 stabilization programme was

the introduction of new incentives aimed at augmenting foreign
investments. Whether this drive has been entirely successful has

yet to be seen and it has certainly to be accepted that it will

be some time before foreign investors consider Turkey without
reservations. At the same time there is no denying the fact that 04
the volume of foreign investment has risen well in recent years.

Nothing can illustrate better the growing interest in Turkey than
the fact that during the period 1980-83 the net inflow of foreign
capital was some 3 1/2 times greater than during the whole of the \

previcus 27 years. ?

‘!

FOREIGN CAP!TAL INVESTMENT APPROVALS \\\J/
UNDER LAW NO.622L4
(Mitiion %)

Number of Amounts Cumulative -

Firms (Million $) (Million §)
Before 1980 91 228.1 228.1
1980 100 97.0 325.1

1981 127 337.5 662.6 -
1982 170 167.0 829.6
1983 185 102.7 932.3
R

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

and ever more foreign banks are still applying for authority to
open branches in Turkey.

It is not necessary to look far to understand investors' new-found
interest in Turkey since 1980. Red tape has been drastically reduvced
and the. processing of foreign investment applications has been [
centralised with the result that the examination process. is rapid i

and efficient. '67{
But in spite of all the incentives which have been intreduced, more ;
remains to be done to encourage foreign investors. One idea is to

create free trade zonres where tax exemptions and relaxed currency
controls could induce foreigners to build up export-oriented industries.
But this scheme is still in its initial stages and needs some time |
before it can be put intc practise. ‘
By the end of 1983, there were a total of 185 firms operating in |
Turkey under the protective cover of Law No 6224. The Law for the

Encouragement of Foreign Capital Investment. m—

The manufacturing sector, in which 148 of the 185 firms were

operating, has so far proved to be the most attractive field for

foreign investors. This was followed by the tourism and banking
secters.
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Twenty- six firms were engaged in the manufacture of a variety of
chemicals and eighteen in the mahufacture of electrical appliances.
Firms manufacturing various types of food-stuffs, textiles, and
machinery followed these. two groups and next came the motor vehicle-
manufacturers.

The 185 firms were capitalised at 147.1 bn TL and the foreign
capital contrlbutlon was valued at 61.4 bn TL, 41 7 percent of
the total,

The West Germans were the front-runners in investing in Turkey;
40 of the 185 firms were set up with the capital participation
of West German companies. An equal number of firms have been-
set up with the capital participation of Swiss companies. Next in
order were US investors, 26 all.

/ﬁOf the total joint venture capital of 147.1 bn TL, 110.6 bn TL

) { was contributed by the 148 firms operating. in the manufacturing
- | sector. This sector was followed by the services sector, where

32 firms operated with a combined equity ¢f 32.9 bn TL; with a

rush of new investment, the banking sector has gained special

L vitality and importance.

The sectoral breakdown of the capital brought in by the foreign
partners shows that 41.7 bn TIL was in the manufacturing industry
sector and 17.8 bn TL in the services sector.
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SECTORAL DISTR!BUTIbN'OF'COHPANIES
OPERATING UNDER LAW 6224
(As at Dec.31. 1983)

N {Million TL.)
Foreign % Share of Total Cep.for. Foreiygn Cap.
Sectors Capital Total Foreign and Domestic = % Sharc of
Companies Investment Capital Partner Jotal Cap.
Electrical Equipment &

Electronics : 18 3876 6.00 B114 45,43
Machinery 10 1426 2,32 5417 26.31
Fertilizer [ 473 0.77 1000 47.25
Textiles 1h 4303 7.01 9208 46.73
Chemicals 26 6783 11.05 §987 75.47
Glass . 3 1593 2.59 16050 9.92
Transportation Man. Industry 8 2876 i, 68 9325 30.84
Food and Beverages 16 6152 ©10.02 11387 54,02
Metal Gooils 8 LhZ? 2.32 5038 28.33
Non Ferrous Metals 3 478 0.77 2950 16.20
Iran & Steel 6 1799 . 2.93 %990 "36.06
Others . 7 1688 2.75 3463 48,74
Plastics 3 179 0.29 394 45,31
Cement Industry ] 510 0.83 3600 14,16
Forestry Products b 822 1.33 7200 37.34
Rubber 4 1096 1.78 2001 Sh. 74
Plastics 5 1124 1.83 3250 34,58

Transportation Ancillary
Products 7 %795 6.18 10105 37.55
Paper 4 ths 2.36 %PQO 46,88
Manufacturing 148 51660 67.90 119569 37.67
‘Agriculture . 3 1488 2.42 992 49,73
Mining 2 432 0.70 630 68.57
Services 32 17774 28.97 32920 53.99
Tourism 13 4889 4.70 9623 51.38
Banking 7 7624 1262 ko - 56.72
Others 7 360 0.58 769 . Lo .84
Road Transportation 4 : 1321 2.15 1928 - 68.49
Sea Transportation I 5580 9,09 13160 50.00

Grand Total 185 - 61352 100.00 147109 41,70
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BREAKDOWN BY COUMTRIES OF FOREIGN CAPITAL
INVESTMENT AUTHOREISED UNDER LAW 6224
(As at end 1983) N

ME11ion TL.)

: Foreign % Share of TJotal Cap. of Foreign Cap.

Countries No.of Capital . Total Foreign Forelgn and % Share of
Firms Investment Capital Domestic Partners Total Capltal

U.5.A. 26 7119 11.60 11426 - 62.30
Austria 3 211 0.34 452 b6.71
West Germany - 40 10584 17.25 : 22104 47.88
Bahrain 1 490 0.79 _ 613 80.00
Belgium 3 S 220 .0.35 .. .. 373 59.05 K
Denmark b 7hh 1.21 1475 50,42
Finland 1 29 0.0% 1) 51.00
France 6 1127 t.83 2740 h1.12
Holland 6 1848 3.01 3281 56.32
Islamic Development

Bank 8 1248 2,02 6500 . 51.76
I.F.C," 2 1295 2.11 12950 10.00
United Kingdom 8 1094 1.78 3931 . 27.83
iran 1 2103 3.42 2103 00.00
Sweden 2 6 0.00 310 1.77
Switzerland ] 1581 25.76 363135 43,51
ttaly 6 1375 2.24 3248 ‘ b2.34
Japan 2 19 0.03 60 31.66
Canada 1 31 0.05 100 31.00
Mixed 12 5077 8.27 18155 27.96
Kuwait 1 473 0.77 1000 h7.25
Libya 2 6975 11.36 13950 50.00
Lebanon 2 615 1.00 1616 38.05
Luxembourg 2 845 1.37 1471 57.42
Pakistan 1 1142 1.86 LY 00.00
Panama 2 214 0.34 420 51.00
Syria 1 49 0.07 100 4g.00
Saudi Arabia 1 360 0.58 400 90.00
Yugoslavia 1 250 0.40 800 31.26
Total . 185 61352 100.00 1h7109 41.70

The following are the foreign banks operating in 1983 in Turkey:
- American Express Bank

- Arab-Turkish Bank

- Bank of Mellat ,
~ Bank of Credit and Com.International
- Banko di Roma

- Citibank N.A.

- Habib Bank Ltd.

- Hollantse Bank Uni. N.V,

- Ottoman Bank '

- Turkish ‘Bank Ltd.

There is also Chase Manhattan Bank, which has attained obtained to
cperaté in Turkey. The application of Bank of Boston and of Bankers
Trust are now under consideration.
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9. Turkish Contractors Operating in the Middle Ezst and North Africa

The activities of Turkish contracting companies operating in the
Middle East and North Africa continued to increase during 1983.
According to data presented by the Central Bank, the number of

Turkish construction companies working abroad 1ncreased from 22
in 1978 1o 283 in 1983.

The primary markets for Turkish contractors in 1983 were Saudi Arabia
and Libya; 109 firms were operating in Saudi Arabia compared

to 105 in Libya, 35 in Iraq, 11 in Jordan, 6 in Kuwait, 2 in United
Arab Emirates and 15 in other countries,

Turkish contracting companies operating abroad held contracts
valued at more than $ 14 bn by the end of 1983. Total remittances
to Turkey (1nclud1ng workers' remittances) reached $ 232.7 mn
last year.

INTERNATIONAL ACTIVITY OF
TURKISH CONTRACTORS

: Unt ted
: Saudi ) Arab Other
Libya Arabia Iraq Jordan Emirates Kuwalt (1) Total

1978

Number of Companles 13 4 3 1 1 - 22

Remittances{Milllen #)(2) 12,8 17}0 5,4 - 0,2 0,01 - 56,3

Bida{Milllion 8) 1, 182 192 20,3 47 51 - 1,6?5
1979

Number of Companies 19 5 ] 1 1 3o

Remittances (Million &) (2} 54,3 16,4 5,9 - 1,3 2,2 - 80,1

Bids{Million g} 1, 432 307 308 - 47 5 2 099
1980

Number of Companies 34 13 7 2 2 3 1 62

Remittances {(Million ¥) (2} 62,6 12,6 13,2 0.1 1,9 c,4 - 90,8

Bids(Million §) 2,346 684 430 11 35 h - 3,517
1981 : ' ' i
" Number of Companiea 6B 19 13 3 2 5 3 113

Remittances(Million g){2) 125,5 19,3 12,2 1.5 2,3 0,04 - 161,0

Bids (Million §) 7,100 1,130 759 43 39 12 - 9,052
1982

‘Number of Companies 98 79 15 f 2 6 14 242

Remittances{Million g} (2) 114 0 14,6 41,3 4,1 1,9 2,0 0,6 209,4

Bida{Million §) . 8, 167 3,302 952 43 39 16 - 57 12,576
1983 .

Number of Companies 105 109 i5 11 2 6 15. 283

Remittances (Million #)(2) 106,58 91,4 33,0 1.6 0,01 0,2 - 232,71

Bida(Million §) 8’565 4 125 1 051 108 . 39 i? 143 14,028

l)Austria, Algeria, Eqypt, Federal Republic of Germany, France, Gﬁatemala,

Honduras, Iran, Morocco, Nigeria, Senegal, Trinidad, Uganda and Zambia.
2)Includes workers' remittances. '
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CHAPTER IV

INVESTMENTS, PuBLIC FINANCE.

PRODUCTION, EMPLOYMENT

The propensity to invest, as expressed by investment incentive
~certificates, showed no appreciable change in the first quarter
of 1984 from the past three years; which is to say that, in real
- terms, the decrease continued. )

According to building permits covering the first quarter, there
was, -however, a sharp upturn in construction activities;the number
of applications increased by 33.7 percent over the same period of
1983, the total construction area increased by 42 percent and the
construction value was up by no less than 82 percent. :

According to the initial returns for 1984 increases in production
were by no means uniform and output of a cons1derab1e number of
industrial products was below the comparable 1983 levels.

'Figures for open unemployment indicate an annual dinecrease of 33.8

percent in March 1984. The number of openly unemployed doubled
between beginning of 1982 and March 1984, -

1. Investments

Applications made for Investment Incentive Certificates during the
. first quarter of 1984 represented a total of 144 billion TL. The
applicants indicated a need for operating capital amounting to 8
b11110n TL, or around 5 6 percent of the. total investment.

The . propen51ty to invest was hlghest in transportatlon with 35.7
billion TL of investment, followed by textiles and clothlng with
27.9 billion electrical machinery with 11 billion TL and chemicals
w1th 9.8 billion TL of 1nvestment
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SECTORAL DISTRIBUTION OF . [INVESTMENT
INCENTIVE CERTIFICATES
{January-March 1984)

. 7 Foreign Export
Total Operating Exchange Commi tmen't
Investment Capital Requiremnts Over 5 Years
(Mn.TL.) (Mn. TL.) (000 $) (000 §)
Agriculture 3,717 697 . 1,146 10,000
Crops 893 90 224 5,000
Livestock ' 2,431 587 687 -
Fisheries 393 .20 235 5,000
Forestry - - - -
Mining 5,496 284 7,590 16,925
Manufacturing 77,071 5,415 - 102,121 ' 316,707
Food & Beverages 4,597 397 4,19 40,250
Textiles & Clothing 27,889 1,523 4L 504 155,582
Forestry Products - - - -
Paper Co- - - -
Leather & Hides 1,209 50k ‘ 631 25,000
Plastics - : - - -
Chemicals 9,826 988 12,552 23,875
Glass - - - -
iron & Steel : 2,102 : 140 2,492 9,500
Non-Ferrous Metals L4z 85 . 264 -
Transportation Vehicles 5,048 220 5, h44 20,750
Metal Goods 2,893 152 3,724 7,500
Measuring Apparatus 175 14 160 -
Machinery 1,186 136 1,034 -
Electrical Machinery 11,000 - 500 14,662 11,000
Electronics 4,076 85 6,159 -
Cement 120 - : 203 -
Clay & Cement Products 600 40 504 -
Ceramics ' 3,000 180 3,482 9,000
Other Manufactures 2,901 451 2,115 14,250
Energy 209 - 360 -
Services k3,249 725 - Th,527 233,750
Transportation 35,702 . 314 . 68,651 220,750
- Tourism 3,656 153 1,086 5,000
Trade 526 164 26 2,500
Others 3,365 - 94 h,764 5,000
Export Encouragement 14,412 1,012 19,082 144,625
Total 144,154 8,133 . 204,826 722,007

In absolute terms, the private sector's propensity to invest continued
unchanged over the past three years. In fact, using the Wholesale
Prices Index as the deflator, the propensity to invest has gradually
declined.

The total amount covered by investment incentive certificates
issued during the first quarter of 1984 was little different to
that for the same period of 1983 but the need for operating capital




- 121 -

fell by 34  percent, from 12.2 billion TL to 8.1 billion TL. On
the other hand, the foreign exchiange requirements for these proposed
investments amounted to 237.8 million dollars in 1983 and to only
204.8 million dollars this year, Export commitments over the five
years Iollowing investment implementation were down from 1,372.4
million dollars to 722 million dollars in the certificates issued

in the first three months of 1984, '

Construction Activities

Construction showed a sharp increase in the first quarter of 1984,
Thirty-four percent more building permits were issued than in the
same period of 1983 and these covered a 42 percent greater building-
area; overall unit costs were up by 28 percent. The estimated total
cost of proposed new construction rose by no less than 82 percent,
from 64.4 billion TL to 117.2 billion TL.

On the other hand, occupancy permits in respect of completed
buildings continued to register a downward trend. The number of
permits issued was 15 percent less than in the first quarter of
1983 and the area covered by the permits was 0.6 percent less;
at the same time, the total cost of completed buildings was up
by 27.5 percent ‘and unit costs were 28.2 percent higher.

CONSTRUCTION ACTIVITIES
{(January-March)

1983 % 1984 3
- . Increase : Increase
Bullding Permits Issued , _

[ Number of Applications’ 8,670. . =3.6 11,596 33.7
Floor area (000 mZ) 3,565,736. - -2.4 . 5,068,450 42,1
Cost (Million TL) . 64,420,620 36.6 117,172,123 81,9
Unit cost (TL/m2) . 18,067 - 39,9 23,118 27.9
Occupancy Permits Issued _ |
Number of applications - 10,143 0.8 . 8,612 ~15.1
Floor area (000 m2) . 3,066,137 " -3.5 3,048,512 - - 0.6
Cost {(Million TL) 55,280,114 - 34,2 70,461,917 27.5
Unit cost (TL/m2) . 18,029 39.1 ‘ 23,114 28,2
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2, Public Finahce

Budget For The Fiscal Year 1984

The Budget for 1984 was prepared and legislated befor the new
government took office and its main aim was to reduce the public
sector's share in the economy. To this end, the Budget was programmed
"to diminish the Budget expenditure to GNP ratio from 23.3 percent

in 1983 to 22,2 percent in 1984,

In the event, within five months of the beginning 6f the fiscal year
it was found necessary to introduce a Supplementary Budget totalling
TL, 780 bn., However, the bulk of this amount is in respect of the
additional Lira funds needed to service foreign exchange debts
following the continued loss of the Lira's value against the dollar
and other hard currencies.

The following table shows the original Consolidated Budget 1984;

'CONSOLIDATED BUDGET FISCAL YEAR 1984
(Billion TL)

1984
Total Revenue ' 3,250.0
1) General Budget Revenue 2,875.6
Tax Revenue 2,280.0
Non-Tax Normal Revenue 345,0
Special Revenue and Funds - 250.6
2) Domestic Borrowing 300.0

3) Annexed Budget Revenue - 74 .4

In the first three¢ months of 1984, Consolidated Budget revenues
"~ increased by 17.5 percent in comparison with the same period of
.1983. General Budget revenues increased by 37.6 percent overall,
tax revenues by 24.5 percent and non-tax normal revenues by 86,0
percent; Annexed Budget revenues increased by 1.8 percent. There
was a 85.1 percent decrease in internal borrowing. :
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BUDGET REVEMNUES

(Million Turkish Lira)

Cum.Receipts as
Receipts in'March Rate of the beg.of Fis.Year Rate of
1983 1984 Change 1983 - 1984 Change
Consolidated Budget
Revenues ‘ 203,171 226,128 11.3 495,957 582,713 17.5
General Budget
Revenues 136,359 209,194 53.4 LoL, 7394 556,888 37.6
Tax Revenues 123,856 153,242 23.7 369,803 koo, 242 2h.5
T Taxes on Income 70,978 76,062 7.2 203,366 230,547 13.4
Taxes on Wealth 2,199 3,477 8.1 L 087 7,086 - 73.4
Taxes on Goods 12,8498 20,175 56.4 54 B68 72,784 32.7
Taxes on Services 19,073 22,979 20.5 59,557 70,976 19.2
Taxes on Foreign .
Trade 18,708 30,549 63.3 47,925 78,849 64.5
Non Tax Normal
" Revenues 12,503 Lo,504 22k.0 34,991 65,073 86.0
Special Revenues .
and Funds - 15,448 - - 31,573 -
Internail Borrowing 62,545 9,952 -84 1 77,082 , 11,495 -85.1
Revenues From Annexed
Budgets h,267 6,982 63.6 14,081 14,330 1.8

Source: General Directorate of Revenues

At first sight, the increase in tax revenues appears to be satis-
factory but when inflation is'taken into account, there was a marked
fall in revenue in the first four months of 1984, For the same
period of 1983, this real rate of decrease in revenue was only

2.0 percent but this was mainly because of the effects of the

changed start of the fiscal year, from Mareh 1 in 1982 to January
1 from 1983, :

NOMINAL AND REAL TAX REVENﬂE INCREASES/DECREASES
- (Percent)

Nominal ‘ Real Increases/
Increases " Decreases
1980 84.9 . =20.6
1981 _ 58.7 16.1
19282 . 27.9 2.1
1983 27.0 - 2.0
1984 (Jan. /April) 21,8 - ~-10.4

The new fiscal measures, which are aimed at overcoming inefficiencies
.and inequalities in the system, reduced from 1984 the income tax
rate on yearly earned incomes of less than TL 1 million from 36
percent to 30 percent; the rates on interest incomes (of less than

TL 3 million) 'and on incomes from bearer certificates of deposit

were reduced from 20 percent to 10 percent and from 30 percent to

10 percent, respectively, : '
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The.real increase in. tax revenue differs according to categories
of tax. For example, there is a positive real increase in tax-
revenues from foreign trade. Indeed, the percentage "of tax revenues-
.from foreign trade increased to 15.9 percent of the total during
the first four months of 1984. This ratio was 11.8 percent for -
the same period of 1983. ' o . -

TAX REVENUES

(January-April) Billidn‘TL.‘
1983 - 1984 % Change

~ Total Tax Revenues . 535,310 652,246  21.8
Taxes .on' Income . ' 302,098 355,801 17.8
Taxes on Wealth 6,952 10,004 = 43.9

Taxes on Commodities - 80,098 90,457 12.9
Taxes on Services = - 82,952 91,987 - .10.9
5

Tgxes on Foreign Trade 63,210 ~103,997 64.

Between 1977-1979, the-tax burden (the ratio of tax revenues to
gross national product) averaged 19 percent per annum. This ratio:
began to decrease after 1979 and was 16.9 percent in 1980, 18.2
percent in 1981, 17.4 pefcent in 1982 and 16.8 percent in 1983.
Estimated for tax revenues show that this ratio will be 15 percent
in 1984 and this is not an healthy indicator for the financing of .
the public sector.: : R ' o

Budgetary revenues and expenditures for the first five months of
1984 underline this unhealthy tendency. The Treasury carries the.
important burden of financing the shortfall between. public revenues
and expenditures and during the January-May period, TL 155:3 bn was
provided to the public sector by the Treasury.In the same period of
1983, TL 11.4 bn was transferred to the Treasury from budgetary - -

revehles, ‘ ‘
January-May ~(TL.billion)
1984 © 1983 - o
Annexed Budget ' o
Révenues 1,070.7° 855.6
Annexed Budget
Expenditures - 1,216.9 843.9
" Balance " -146.2 ©11.7
. Treasury Subsidy 155.3 -11.4
Domestic Borrowing 63.2 118.8
Consolidated Budget : :
Balance = . 72.3 141.9
Delayed Payments 578.2 . 321.1 .
Advances 308.0 285.4
Cash - 182,20

" 347,
In the same‘ﬁeriod,_internal borrowing performed'bédIYQ Ih_the,
first five months of 1983, internal borrowing amounted to TL 118.8

- bn but this amount fell to TL 63.2 bn in the same period of '1984.
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If budgetary performance continues at the Same pace, it will bej
very dlfflcult to control 1nf1at10n durlng ‘the 1ater months of
the’ year ' .

:The State Economlc Enterprlses

Since 1980 several programmes . for the reform of the State Economic-
Enterpr1ses have been implemented by the government. In the last
- TUSIAD Report. ("Turkish. Economy, 1983"), the May_20 1983 package
of reforms ‘was descrlbed in some detall ' o :

In brlef the relevant 1983 Decree-Law 1ntroduoed the novelty of
'dlstlngulshlng between "Profit Oriented" SEE's and- "Public Service:
Oriented" Enterprises; subsequently, the former have been described

. as "State Economic Corporatlons” and the latter as "Public Economic
Agenc1es”- :

The concerns;affiliated to the SEE's are also classified ‘according

- to their .capital structures; if these are 100 percent-owned by SEE's
or PEA's, they are de81gnated "Enterprises': "Partnerships" are
concerns in which SEE's/PEA's own more than 50 percent of the equity;
entities in which SEE's/PEA's own at least 26 percent but not more
than 50 percent of the equity .are classified as "Participations".

In the banking sector, a SEC may be formed as a joint stock company
jprov1ded the State owns at least 91 percent of the equ1ty

Although as yet it has not-been‘unlversally put 1nto effect,
another provision of the May 1983 Decree-Law is that SEC's &and
their Enterprlses and Partnerships are entlrely free to determlne
. their own produot prlces .

f’Law No.2983, passed in February 1984 "authorises, the’ government to
~offer the public "Income Sharing Certlflcates" in various public

*utllltles and shares in the SEE's. Another Deeree-Law,- published
.on ‘June 18, 1984, provides greater autonomy to the SEE's as a
- whole and names 37 concerns as being SEE's Although the official

returns show that, as.a whole, the non- f1nan01a1 SEE's showed

-pos1t1ve flnanc1a1 results in 1983 the government decided to raise

the prices of a- variety of SEE products in the first months of
1984, This move, it was declared, had become necessary in order

~ to prevent the. SEE‘s resorting to def1o1t financing'. As a result,

. prices of many major SEE products .-were increased during the f1rst

half of 1984 by from 18.5 percent. to 100 peércent; the highest inc¢-

reases were for salt, paper and c1garettes S '
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SUMMARY {NFORMATION ABOUT NON-FINANCIAL STATE ECONOMIC ENTERPRISES

C:;Ezilt?l Inve:tmeglt q ‘ (-. _Exports I(’roHtMIo??' .
illions of TL 0. of Employees Thou.of dollafrs) Mil.of Ta)(3)
Fileld of Activities 7983 1951, 7983 758k 1983 584 1983 1984
Mechan!cal&Chemlcal Ind. 13,706 29,576 17,100 18,853 10,000 24,000 '!4,500 4,222
Machinery and Chemlcals - 17,976 - - C - - . - :
Machine Tools 6,000 3,800 469 739 - - Log 1
Locomotives and Trans- ' .

portatlon Equlpment 4,100 5,200 362 h76. - - 497 825
Englne - - - - - - ’ 13 39
Electronic Equipment 2,200 2,100 562 600 - - 103 200
Steel - 500 - - - - - - {2,029}
Textiles 11,561 19,536 48,074 51,023 - - 78 . 590
Cement 11,825 15,000 8,199 9,722 23,500 30,000 (3,327) (6,791)
Magnes|te 1,225 2,850 536 674 14,880 22,320 661 1,200
irontStee] Factories 23,420 32,185 32,169 33,077 - - (16,189) (8,291)
Iron and Steel - 29,935 - - - ~ - - -
Steel! Construction and : :

erection equipment 1,450 2,250 175 520 . . - 90 125
Paper 8,u40 8,560 12,680 14,581 18,429 " 18,000 (6,930) (5,694)
Defence Equipments - 1,500 - - - . - - -
Mining - 30,885 - - - - - -
Mining 17,824 24,625 27,057 28,069 168,223 215,521 2,000 2,682
Copper 5,165 5,960 2,471 2,685 - - © {900} . (353)
Zinc and Lead - 300 - - - - - -
Electriclty Authority 75,939 301,000 26,363 29,628 - - 12,715 47,326
Electriclty generation/ . - .

equipment 74,519 300,000 26,116 29,313 - - 12,705 47,376
Electrical Machinery 1,420 i,000 247 315 - - 10 {50)
Petroleum 72,325 77,060 16,520 16,797 - - 114,999 128,524
Petroleum Production '

-and Refining 56,324 56,272 7,229 7,223 © 125,167 125,167 65,000 65,000
Refining ‘ 1,195 640 1,688 1,688 223 2k 29,637 34,464
Pipe-Lines and Petroleum
_ Transportation 13,176 17,968 640 830 104,517 122,184 16,237 19,000
Maritime Undertaking 3o - 78 78 - - 625 563
Distributlon of Petroleum

Products : 1,630 2,160 6,885 6,972 1,719 - 3,500 7,500
Petro-Chemicalts Ind. - 54,711 - - - - - =
Fertillzer 10,000 13,400 6,289 6,289 - - T, 14 1,409
Petrochemfcals 11,196 31,021 7,545 8,051 7,194 12,800 - -
Fertlllzer - 2,200 2,290 Nz 850 - - (3,182) (3,919)
Tyres -~ I’4,500 8,000 120 170 - - - - !
Textiles Palnts - - . - - - - -
Turkish Coal Establlshment 13,118 84,308 72,4096 86,879 - - 11,566 - 29,199
Coal 7,692 - = s - - -
Wheat and Other Grains 2,3165 3,600 8,734 8,805 200,793 172,940 3,739 (5,022)

3. Production

According to SIS' figures for in the first quarter of 1984, .out of 28
-industrial commodities, production of 18 increased as compared to
the same period of 1983 and production of 10 commodities was lower
than in 1983. The highest production increases were recorded in

. LPG, blister copper,nitrogenbased fertilizers, phosphate based
fertlllzers .and cement.

Production of gasoliné (super), pig iron, angle iron, sulphuric acid
and ammonium sulphate decreased considerably.
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PRODUCTION OF SELECTED INDUSTRTAL CCMMODITIES

(Tonnes)
Quantity Production Cumulative Cumulative
Produced Value _ Quantity Quantity Rate of
‘ (Tha.TL) Prodiuced Produced Change

March 84 March 84 Jan.-March 83 Jan.-March. 84 %
Gasoline(Normal) 102,781 17,517,068 323,912 382,438 18.1
Gasoline(Super) 69,327 12,492,864 . 163,968 128,760 ~21.5
Kerosene ‘ 34,190 3,608,105 105,094 : 88,075 ~16.2
Diesel 0fl 390,297 38,311,944 . 983,011 1,132,983 15.3
Fuel 0ilf(4,5,6) 492,082 28,943,279 1,509,775 1,460,895 ~ 3.2
Liquified Petroleum ‘

Gas (LPG) 52,284 4,447,695 102,812 136,223 32.5
Crude Petroleum 169,322 - 538,656 502,868 - 6.6
Newsprint 14,235 1,954,465 38,370 41,026 6.9
Writing Paper 7,514 1,768,796 22,262 22,246 - 0.1
Steel Ingots 146,999 11,465,922 438,764 heb, 172 6.3
Pig Iron 19,510 1,141,335 80,820 59,556 ~26.3
Steel For Casting 228,692 - 646,926 676,279 4.5
Angle lIron 1,188 “101,574 22,477 12,647 ~43.7
Bars , 66,018 5,545,512 171,029 201,967 18.1
Profile 7,884 729,270 31,773 31,663 - 0.4
Sheet 35,607 . 3,525,093 53,787 89,965 67.3
Plate 1h,506 1,743,126 38,139 44 k19 17.8
Bloom 94,843 8,156,498 i, 919 298,142 13.7
Slab ‘ 122,423 10,528,378 330,327 334,440 1.3
Ingot . 78,242 6,494,086 235,306 242,114 2.9
Pipes. 945 89,775 2,507 2,592 3.4
Borax 1,490 120,690 7,305 7,948 8.8

 Sulphuric Acid 18,692 336,456 109,907 - 56,285 -43.8
Blister Copper 623 437,346 1,224 3,336 172.6
Ammonium Sulfate 6,438 148,074 81,620 16,764 -79.5
Nitrogen Based Fert. 313,433 - 852,397 1,064,815 23.8
Phosphate - Based Fert. 221,045 - - b56, 423 751,694 64,7
Cement’ 1,186,304 13,345,920 1,883,305 2,788,085 48.0

Source: State Institute of Statistics

Latest Developments in Private Manufacturing Industry

During the iirst half of 1984, important developments have taken
place in manufacturing industry according to a survey conducted
by Istanbul Chamber of Industry, covering 926 member establishments:

- Use of capacity increased to 61.4 percent, compared to the corres-
ponding quarter of 1983, when it was 60.1 percent, in unweighted
terms and to 72.7 percent in weighted terms.

- Production increased by unprecedented 16.1 percent in real terms,
The most impressive production increases, in.real terms, took
place in electrical machinery (50.0 percent ), non-electrical
machinery (27.1 percent) and basic metal industries (22.1 percent),
Production increases more relatively slow in metal products (4.1
percent), food-beverages (6.0 percent), textiles (6.5 percent},
‘forestry products (8.3 percent) and road vehicles (9.8 percent).

- Price increaées were relatively high amounting to 10.6 percent
compared to the last quarter of 1983,

- Employment increased by 4.9 percent.
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4. Employment

Figures for open unemployment, as calculated by the Labour Placement
Office, indicate an annual increase of 33.8 percent to March 1984,
as contrasted to rises of 67.9 percent in 1982 and of 27.3 percent
in  1983. The absolute figure of 701 thousand openly unemployed
represents 24 percent of the non-agricultural excess supply of
labour as calculated by the State Planning Organization.

The number of openly unemployed praétiéally doubled between the beginning
of 1982 and March 1984 rising from 361 thousand to 701 thousand. ‘

OPEN TUNEMPLOYMENT
, : {Persons)

-l982 1982/81 1983 1983/82 1984 1984/83
% 3 $
January 361,320 44,1 486,341 34.6 633,147  30.2
February 384,522 54.4 502,235 30.6 664,934 32.4
March 411,522 67.9 524,210 27.3 701,268 33.8
| aprii 425,396 76.0 529,024 24,4
May 430,681 " 84.6 527,426 22.5
June 427,691 74.8 535.806 25,3
July 428,302 712.7 538.434 25.7
August 436,554 67.4 553.592 26.8
September 437,432 57.1 624.178 42.7
October 444,477 50.9 587.689 32.2
November 452,102 42.6 6N8.928 34.7
Decemher 468,654 37.3 626,175 33.6
Source: Labour Placement Office
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LABOUR MARKET

(000 persons)

1981 1982 ’ 1983 1984
Civilian Labour Supply 17,621.0 18,081.3  18,492.6 18,878.5
Civilian Employment 15,367.9 15,467.1 15,682.3 15,881.2
Nonagricultural Labour
Surplus ' 2,253.1  2,61h.2  2,810.3  3,067.3
Agricultural Labour Surplus " 700.0 665.0 665.0 665.0
Total Labour Surplus 2,953.1 3,279.2 3,475.3 3,732.3

Source: 1984 Programme

SECTORAL EMPLOYMENT

(000 persons)

1987 (ELY 1983 1984
Agricultural(inciuding ‘
disguised unemployed) 9,511.5 9,481.4 9,450.8 9,420.4
Industry 1,821.9 1,855.3 1,908. 1 1,960.0
Mining : 126.0 113.6 113.0
Manufacturing 1,593.5 1,628.4 1,676.0
 Energy, water, gas 102.4 113.3 119.1 .
Services 3,761.2 3,857.3 3,950.4 4,057.8
Construction 582.1 584.0 595.5
Transportation ‘ 491.1 498 .3 514.9
Trade 6$56.0 675.3 683.8
Banking Insurance 213.9 216.3 223.,7
Others =~ 1,818.1 1,883.4 1,932.5
Unknown 273.0 273.0 373.0 373.0
Total 15,367.6  15,467.0  15,682.3  15,811.2

Source: 1984 Programme

In 1983, employment in agriculture decreased by 31,000 persons and
in industry increased by 52,800 persons. According to the 1984
Development Programme, employment in agriculture will further dec—
rease by 30,400 persons and in the industrial sector it will increase
by 51,900 persons in 1984. Tre Programme anticipates that the
increase in emplcyment in the services sector will be much higher
(107,400 persons) than in industry. As a result of these develop-
ments, total civilian employment is expected to increase by 128,900
persons, to 15,811 thousand during the current year.






CHAPTER  V

MoNETARY TRENDS

The authorities continue to find it difficult to keep monetary
expansion within optimium limits; in the first five months of
1984, the note issue and the notes actually in circulation both
increased at faster rates than previously. Higher interest rates
have so far failed to have the desired impact on the volume of
bank deposits.

Central Pank credits increased in the first five months of the
year in favour of the public sector at the expense of the private
sector .nd, in real terms, the overall credit stock declined to

a marked extent in the year to April 30. Indeed, there is reason
1o consider that the economy is now under-financed to the extent
that growth is being inhibited.

The rapid upward trend in the inflation rate since September 1983
continues (the May-on-May rise was of 59.4 percent) but is expected
to lose its momentum very soon; by the end of the year it could be
down to 27.5 percent but the annual average rate for 1984 will be
" as-high as 45 percent (31 percent in 1983).

1. Banknotes Issued

The average rate of increase in the note issue which was held at

32.3 percent during the. first five months of 1982 and at 34.7 per-

cent during the same period of 1983, rose to 38.3 percent in the
corresponding period of 1984. This may be considered an indication

of the difficulty which the monetary authorities have heen experiencing
recently in keeping monetary expansion within reasonable limits.

In fact, monetary expansion by the end of May 1984 was much higher

than the five months' average; the May-on-May rate of increase in

the note issue was 55.5 percent.

On the other hand, banknotes in actual circulation showed a more

marked increase as banks chose to reduce their cash reserves. The
average annual increase in banknotes in circulation for the first
five months of 1984 was 42.7 percent and by the end of May the 12
months' rate of increase had risen to 55 percent. Over the first
five months, the annual average rate of inflation was 48.4 percent

and by the end of the period the May-on-May rate had risen to 59.4
percent.



- 132 -

'BANKNOTES 1SSUED

(Billion TL.)
Annual Percentage
o Change

1983 1984 83/82 84/83

January 485.8 671.4 30.6 - 38.2

February 481.9 660.4 26.4 37.0

March 577.5 . 718.2 57.0 24 .4

April 528.5  721.4 33.5 36.5

May 496.3 771.6 25.8 55.5

June - 510.5 ' '

July 562.3
August 560.8

September  541.9
October -~ 667.8
‘November 678.3
December 730.5
December/

May -8.5 5.6

2. Money'quﬁly

In so far as reducing the rate of inflation is concerned, the main
emphasis of current economic policy is on reducing the rate of
monetary growth in the economy. Monetary policy chooses as its
target the control of the money supply in its narrowest definition
(M1), and aims at moving monetary expansion into broader definitions
of the money stock as therfe was, in the past, a relatively closer
statistical relationship between M1 and the general level of prices.
Monetary policy therefore aims at restraining the note issue and

redu01ng the rate of growth of sight dep051ts through high interest-
rates paid on time deposits.

In the first four months, the note issue fell by 1.25 percent and
this, together with an 18 9 percent fall in sight deposits, meant
that the M! money supply declined by 13.2 percent.

Despite the policy's success in decelerating the growth in M1,
inflation could not be -brought under control and high prices rises
continued into the first half of the year. It is argued in official
circles that, in 1983, there was a considerable deviation from tight
monetary pollcy and that it was this which has led to the resurgence
of inflation and inflationary eXpectations. That is to say that
inflationary effects of the "excessive" monetary expansion in 1983
were delayed until the first half of 1984.

It is true that changes in the money supply affect prices with
some time lag and the unstable monetary trends of 1983 are indeed
likely to have affected 1984 price levels adversely.




CHAPTER V

MoNETARY TRENDS

The authorities continue to find it difficult to keep monetary
expansion within optimium limits; in- the first five months of
1984, the note issue and the notes actually in circulation both
increased at faster rates than previously. Higher interest rates
have so far failed to have the desired impact on the volume of
bank deposits.

Central Pank credits increased in the first five months of the
year in favour of the public sector at the expense of the private
sector .nd, in real terms, the overall credit stock declined to

a marked extent in the year to April 30. Indeed, there is reason
to eonsider that the economy is now under-financed to the extent
that growth is being inhibited.

The rapid upward trend in the inflation rate since September 1983
continues (the May-on-May rise was of 59.4 percent) but is expected
to lose its momentum very soon; by the end of the year it could be
down to 27.5 percent but the annual average rate for 1984 will be
" as-high as 45 percent (31 percent in 1983).

1. Banknotes Issued

The average rate of increase in the note issue which was held at

32.3 percent during the. first five months of 1982 and at 34.7 per-

cent during the same period of 1983, rose to 38.3 percent in the
corresponding period of 1984. This may be considered an indication

of the difficulty which the monetary authorities have been experiencing
recently in keeping monetary expansion within reasonable limits.

In fact, monetary expansion by the end of May 1984 was much higher

than the five months' average; the May-on-May rate of increase in

the note issue was 55.5 percent. :

On the other hand, banknotes in actual circulation showed a more
marked increase ag banks chose to reduce their cash reserves. The
average annual increase in banknotes in circulation for the first
five months of 1984 was 42,7 percent and by the end of May the 12
months' rate of increase had risen to 55 percent. Over the first
five months, the annual average rate of -inflation was 48.4 percent

and by the end of the period the May-on-May rate had risen to 59.4
percent. '
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'BANKNOTES |SSUED

(Biltion TL.}
Annual Percentage
- ~ Change

1983 1984 83/82 84/83

January 485.8 671.4 30.6 38.2

Februa ry llgj .9 660-11 26.’4 37.0

March 577.5 718.2 57.0 244

April . 528.5 721.4 33.5 36.5

May 496.3 771.6 25.8 55.5
June - 510.5
July 562.3
August 560.8
September  541.9
October - 667.8
November  678.3
December 730.5

December/
May -8.5 5.§

2. Money Supply

In so far as reducing the rate of inflation is concerned, the main
emphasis of current economic policy is on reducing the rate .of
monetary growth in the economy. Monetary policy chooses as its
target the control of the money supply in its narrowest definition
(M1), and aims at moving monetary expansion into broader definitions
-0of the money stock as there was, in the past, a relatively closer
statistical relationship between M1 and the general level of prices.
Monetary policy therefore aims at restraining the note issue and

reducing the rate of growth of sight dep081ts through high interest
rates paid on time deposits. ,

In the first four months, the note issue fell by 1.25 percent and
this, together with an 18 9 percent fall in sight deposits, meant
that the M1 money supply declined by 13.2 percent.

Despite the policy's success in decelerating the growth in M1,
inflation could not be brought under control and high prices rlses
continued into the first half of the year. It is argued in official
circles that, in 1983, there was a considerable deviation from tight
monetary policy and that it was this which has led to the resurgence
of inflation and inflationary expectations. That is to say that
inflationary effects of the "excessive' monetary expansion in 1983
were delayed until the first half of 1984.

It is true that changes in the money supply affect prices with

some time lag and the unstable monetary trends. of 1983 are indeed
likely to have affected 1984 price levels adversely.
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But it is more difficult to argue that there exists a one-to-one
ratioc between money and prices as inflation is not a purely monetary
phenoménon either in Turkey or else-where. It is also possible that
the relationship between M1 and prices might have loosened recently,
and this casts some doubt on the appropriateness of the current
monetary policy's choice of M1 as its guideline . In fact, in the
first four months, M1l declined by 13.2 in nominal terms and by 22.4
percent in real terms, while the general price level moved up by
18.7 percent; also the annual rate of change in the money supply
(M1) has been pulled down from 37.5 percent in December 1983 to
24,8 percent by the end of April 1984. This points to the necessity
of considering other, perhaps more appropriate monetary aggregates
" besides M1 as the short-term targets for monetary control.

As to the possibility of maintaining the growth of the money supply
within planned limits, the government is likely to face some
difficulties this year. In its letter of intent to the IMF, the
government limits monetary expansion to 31 percent and it is not
certain, in fact, most unlikely that this will suffice to reduce
inflation below 30 percent. This year's Budget deficit constitutes
.a serious threat to the control of money supply within the specified
limits as the deficit is likely to be financed mainly by resorting
to the Central Bank's short-term advances to the Treasury. On the
other hand, the current high rate of unemployment and low invest-
ment demand are but two of .the problems which need early attention.
Thus; the use of monetary policy to the complete exclusion of other
policy objectives besides reducing inflation will be bound to make
further difficulties for the government.

MONEY SUPPLY

(TL. biltion)
% Change
1983 1984 © December 83/ December 83/
December April May 18 April 84 May 18
Monetary Base 1,398.1 1,461.4 1,498.8 4,52 7.20
Banknotes !ssued 730.5 721.4 731.0 -1.25 0.04
Notes Held by Banks 194.8 158.0 "~ 95.8 -18.80 -50.80
Currency in Circulation G535.7 563.4 635.2 5.17 12.70
Sight Savings Deposits  520.1 421.3 368.6 -18.90 -29.10
Deposits With the
Central Bank 17.3 27.0 27.0 56.00 56.00
M1 Money Supply# 1,879.4 1,631.4 1,665.4 ~13.20 -11.40
Time Savings. Dep.  1,270.4  1,731.7  1,848.5 36.30 45.50
M2 Money Supply**.  2,343.2 2,743.5 2,879.3 17.00 22,87
Real Money Suppiy(M1) 27.70 21.49
Real Money Supply(M2) 34,53 34.05

*The Central Bank' new narrow definition
**Excludes sight commercial deposits
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Annual (Dec.-on- Annual (Aprit-
December ) on~April)
Rate of Change Rate of Change
December 1983 April 1984
Percentage
Banknotes Issued 34.6 36.5
M1 37.5 24.8

3. Bank Deposits

In 1983, total bank deposits were influenced by the trend towards
negative interest rates as a result of the acceleration of inflation
and increased much. more slowly than.in 1983. The term structure of
deposit interest rates prevailing in 1983, during which year inf-
lationary expectations were relatively higher, favoured the holding
of sight rather than time deposits.

On December 19, 1983, interest rates were lowered for sight depo-
sits and raised for time deposits, thereby altering the term
structure of interest rates so that savers would favour time
deposits. The new interest rate policy whereby interest rates

are to be reviewed quarterly according to developments in the
current rate of inflation, aims at paying positive rates of
interest on bank deposits. So far, interest rates have been
subjected to two reviews and adjusted upwards in the face of
accelerating inflation in the first half of -the year.

Total bank deposits recorded a 9.45 percent increase in the

first four months of the year and this compares favourably with

the 4.6 percent fall in the corresponding period of 1983. The

new interest:rate structure increased demand for time deposits

and this category, inclusive of certificates of deposit, increased
by 43.06 (as against 1.4 in the same period last year). Sight depo-
sits which now pay 5 percent annual interest, on the other hand,
fell by 28.5 (as against a 38.6 increase last year); it is, there-
fore, to be observed that the new interest rate policy, while failing
to bring about a substantial increase in total deposits, has been
effective in altering the structure of bank deposits in favour of
longer term holdings. The share in total deposits of time deposits
increased from 42.2 percent at the end of 1983 to 67.5 percent by
the end of April. It is to be noted, however, that with the new
arrangements for the banking system, a new type of deposit account,
called demand deposits at three months' notice has been introduced
and the annual rate of interest paid orn this category is 52 percent.

The rate of inflation which in the 12 months' period to April 1984
was more than double that in' the comparable period to April 1983,
created a negative interest rate increase, in real terms, in 1984
compared to a considerably higher rate of increase in real terms in
1983, for consolidated deposits as well as for savings deposits.
Between April 1982 and April 1983, consolidated deposits increased
by 19 percent in real terms; they decreased by 2 percent between
April 1983 and April 1984. In real terms savings deposits increased
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by 21 percent between April 1982 and April 1983 and decreased by
‘2.9 percent between April 1983 and April 1984,

4000,
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2000

BILLION TL.

1000

BANK DEPOSITS

_ TOTAL BANK DEPOSITS
| /‘/.-—-
I .‘~‘\-..—f’f.
_SAVING TIME DEPOSIIS
.._SAVING SIGHT DEPOSITS
""'o--.....—---""--..__.
I I

1983 J F M A M
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CHANGES IN DEPOSIT/CURRENCY RATIOS

Consolidated ' Saving Banknotes £D ~ sp
Deposits{CD) Deposits(SD) Issued{C) C C
April 1983 2,304.8 1,589.6 528.5 .36 3.00
April 1984 3,423,

q 2,312.8 721.4 4. 74 3.20
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The consolidated deposits/currency ratio increased to 4.74 in April
1984 from 4.4 in April 1983, while the savings deposits/currency
ratio increased .to 3.2 in April 1984 from 3.00 in April 1983.

BANK DEPNSITS

Percentage Change
1983 1984 . 1983 138 4
December Janvary February March April May I Jan~April Jan-Apri}
Total Bank Deposits 3,127.6 2,953.5 3,100.5 3,283.5 3,423.4 3,462.3 -4.,6 9.45
Saving beposits % 1;911.5 2,035.5 2,136.2 2,248,7 . 2,312.8 2,370.9 8.7 20,99
ta)Time Deposits 1,322.1 1,53nm.,1,  1,742.3 1,859.2 1,891.5 2,054.5 1.4 43.06
(b)Sight Deposits 589.4 505.4 393.4 389.5 421 .3 316.4 38.6 -28.52
Sight Commercial 810.13 566.4 560.0 617.0 619.4 646.1 -27.5 -23.55
Real Bank Depesits Index ’
(Dec. 1983:100.00) . 100.0 BY9,719 90.873 94.073 92,175

%: Inclusive of Certificates of Deposit

BANK DEPOSITS

1983 ‘ 1984

December January  FPebrwary March Aprik May II
Public Deposit Banks 1,409.4 1,337.4 1,418.1 1,482.,2 1,549.6 1,571.7
Private Deposit Banks 1,656.3 1,551.4 1,615.3 1,729.4 1,798.0 1,817.4
Foreign Deposit Banks 6Y.9 64.6 67.1 - 71.8 75.8 73.3

DEPOSIT BANKS' CONSOLIDATED DEPOSITS

(Billion TL.)

. % Change
1983 ) © 1983 12 Months 12" Months
April December April 1983-1984 1982-1983
Total Consolidated

.Deposits - 2,304.8 3,127.6 3,423.4 48.5 h47.4
Savings Deposits 1,589.6 1,911.5 2,312.8 ks 4 49.9
a)Time Deposits 1,190.7 1,322.1 1,891.5 58.8 39.4
b)Sight Deposits 398.9 589.4 - h21.3 5.6 94.3
Commercial Deposits 475.3 810.3 619.4 30.3 34.6
Rate of Inflation 50.2 - 23,7
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The recent arrangements for the banking system have brought some
changes within the framework of monetary sector. According to the
new arrangements, high interest is paid also on bank deposits of
relatively shorter maturity. This implies that while the interest
burden of total deposits is to be substantially greater, accured
interest earnings will be added to bank accounts in shorter periods
of time. Namely; the self-growing capacity of bank deposits has
been greatly increased by the new interest rate policy. Total de-
posits will be growing at a faster rate than before, even without
any fresh inflow of funds into the banking system. -

High interest paying bank accounts currently make up around 70 per-
cent of the total; and the volume of total deposits is increasing
by about 7-8 percent every three months by the addition of accrued
‘interest earnings. ‘ .

Total deposits increased by about 9,45 percent in the first four
months, during which period the general level of prices (as measured
by the Wholesale Prices Index) rose by 18.7 percent; as a result,
total deposits, expressed in real terms, fell by 8 percent between
January and April. : '

'Takinglthese considerations into account, it may redasonably be
concluded that the current high interest rate policy has so far
failed to bring about the desired result of inducing a large
inflow of funds into the banks, as was the case in 1981-82.

In fact, the increase in bank deposits which is mostly accounted
for by the addition of interest earnings contributes only marginally
to the improvement of banks' liquidity.

In summary, the impact of the current interest rate policy, as has
been observed so far, seems not to have been as powerful in inducing

“the inflow of fresh funds into the banking system as was the case
in 1981-82. '

4, Central Bank Credits

Total Central Bank credits decreased by 5.2 percent during the five
months to June 1, 1984, principally as the result of an 11.6 per-
cent reduction in credits to the commercial banks. These fell by
60 bn TL, from 521.5 bn TL at the -end of 1983 to 461 bn TL on June
1 and the vast bulk of this fall was accounted for by a decrease

in the volume of commercial bonds, from 372.7 bn TL to 318.6 bn
TL. . '

Central Bank credits to public institutions increased by 2.5 per-
cent overall, from 645 bn TL to 661 bn TL. Although there were
decreases in all other items, short-term advances to the Treasury

increased by 18 percent during the five months' period, from 338.6
bn TL to 399.5 bn TL. : '

In fact, during the first five months of 1984, the Central Bank
continued to increase its support of the Treasury, which indeed
remains seriously short of funds, by reducing the commercial banks'
re-discount facilities. In other words, more funds were allocated



- to the public sector at the expense of the.private sector.

of this,
ensure a gradual but continuous,
public and the private sectors,

138 -

Instead

the limited financial. resources available should serve to

1ncrease in funds for both the
‘due attention being paid to seasonal

fluctuations in the requlrements of each sector.

In summary, the analysis of Central Bank credits extended during
the first five months of 1984 shows that eleven of the twelve credit

categories have been reduced or

have remained unaltered in order

to permit of an increase in short-term advances to the Treasury
without raising the overall credlts total.
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DISTRIBUTION OF CENTRAL BANK CREDITS

December June T,

1983 1984

Public Sector 52.55 56.83
Treasury 27.58 34.35
Treasury Guaranteed Bonds 21.78 19.17
Banks 42,48 39.63
Agricultural Cooperatives L.96 3.53

As a result of developments in the first five months of 1984, the
public sector's share increased from 52.5 percent of total Central
Bank credits at the end of 1983 to 56.8 percent at June 1, 1984,
The increase raised the Treasury's share from 27.6 to 34.3 percent
and lowered the share of Treasury Guaranteed bonds from 21.8 to

19.2 percent.

The banks' share of total Central Bank credits was reduced to 39.6
from 42.5 percent and that of the agricultural co-operatives to

3.5 from 5 percent.

CENTRAL BANK CREDITS

{Billion TL.)
December June 1, Change

1983 1984 Absolute .- %
Public Sector 645.1 661.1 16.0 2.5
a)Short term advances to the Treasury 338.6. 399.5 60.9 18.0
b)Bonds under Treasury guarantee 267.4 223.0 -bh b -16.6
c)Advances against securities 18.4 17.9 - 0.5 - 2.7
d)Commercial Bonds — 14,2 14,1 - 0.1 - 0.7
e)Financing against deposit reserves 6.5 6.5 - -
Banks 521.5 f61.0 -60.5 -11.6
a)Commercial Bonds 372.7 318.6 =54 .1 -14.5
b)Agricultural Bonds 5.3 k.5 - - 0.8 ~-i5.1
c)Advances against securities h.3 2.2 - 2.1 -48.8
d)Medium-term credits 136.8 133.3 - 3.5 -2.6
e)Special export financing fund 0.4 0.4 - -
f)Agricultural financing against deposit 2.0 2.0 - -

Reserves

Agricultural Cooperatives 60.9 b1.1 -19.8 ~32.5
Total Credits 1,227.5 1,163.2 -64.3 - 5.2
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5. Bank Credits

Total bank credits increased by 12.7 deposit bank credits by 13.0
percent, and development and investment bank credits by 11.15 per-.
cent during the first four months of 1984. During the same period,
Central Bank direct credits decreased by 0.6 percent. The total
credits stock of the economy ithus increased by 10.3 percent, as
against a rise of 7 percent in the same period of 1983. The wvariation
in rates of - increase as between the Central Bank and all other banks
increased the ratio of credits extended by the latter as a group
from 67 percent in April 1983 to 69 percent in April 1984, with

the Central Bank's share falling from 23 percent to 21 percent.

On an annual April-on-April basis, the total credit stock increased
by 32.9 percent; bank credits by 37.3 percent, deposit bank credits
by 39.7 percent, investment bank credits by 24,5 percent. and Central
Bank credits by 14.2 percent. During the same period, the rate of
inflation, as shown by the Wholesale Prices Index, was 50.2 percent
so that, in real terms, the credit stock decreased by around 12 per-
cent, (constant 1963 prices) from 50.7 bn TL in April 1983 to 44.8
bn TL in April 1984, On the same basis, the real credit stock was
00.5 bn TL in December 1979, 32.2 bn TL in December 1980, 53.4 bn

TL in December 1981, 52 bn TL in December 1982 and 48.3 bn TL in
December 1983,

The real credit stock in April 1984 was 16.1 percent below the
highest total in the recent past, that attained in December 1981.
Bearing in mind that real growth was recorded in both 1982 and 1983,
it may be argued that, as of April 1984, economic activity is
under-financed and that growth of the economy is, accordingly,
adversely affected.

CREDIT .STOCK

(Billion TL.)
1983 1984 1983 1984 1984
.Apri] ‘ 30 December  April Four Month Change 12 Hon.Change :

Credit Stock 2,718.4  3,276.5 3,615.3 7.0  10.3  32.9

1)}Bank Credits 2,206.6 2,687.4 - 3,029.8 9.3 712.7, 37.3

a)Deposit Banks 1,851.2 2,289.2 2,587.2 9.5 13.0 39.7
b)Development and’

Investment Banks  355.4 398.2 k42,6 8.2 11,1 24,5

2)Central Bank
Direct Credits 512.8 589.1 585.5 -1.9 - .6 141




- 142 -

REAL CREDIT STOCK

(Billion TL.)
(1963 Prices)
Nominal WP I Real
Credit - 1963=100 Credit
Stock Stock
December 1979 796.1 1,577.8 50.5
December 1980 1,326.3 3,071.4 b3.2
December 1981 2,059.1 3,858.8 53.4
December 1982 2,503.6 4,816.5 52.0
April 1983 2,718.4 5,362.1 50.7
December 1983 3,276.5 6,784.5 4§ .3
April 1984 . 3,615.3 8,056.4 4y 8

REAL CREDIT
STOCK - |

( Dec 1983 =100 )
100[— egeeers,

r.— \ [ ] ' l.
. BANK {
98 - e . CREDITS | |
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6. Inflation

The inflation rate, which was reduced to 25 percent during 1982,
began to reaccelerate during the second half of 1983 and raised
the'year's average inflation rate to 30.6 percent. The increase

was gradual but rapid. In July 1983, the rate of inflation and

the sectors from which it was emanating were reasonably clear

and very much in line with the trend in the internal terms of

trade; the prices of industrial raw materials and semi-manufactures
were increasing at a much faster rate than food and fodder, reducing
the terms of trade from 75.4 in 1981 to 69.8 in 1982.and to 65.1

in 1983. This falling trend continued month aftéer month until  August
1983, when it attained a minimum of 62.1. As of September 1983, the
previous. trend was reversed ahd the terms of trade began to move’

in. favour of agriculture, gradually but firmly. In the nine months
since August 1983, this trend has continued with no sign of a
reversal. What has been taking place? Were industrial product
prices increasing at a lower rate than food prices, with food
prices increasing at their previous rate; or were food prices
increasing at a faster rate while industrial prices continued

their previous trend? Analysis of the monthly development in
wholesale prices indicates that there was no significant change
whatsoever in the rate of inecrease in industrial prices. Industrial
goods prices increased at average rates of 37.8 percent during

the four months June-September 1983, of 37.2 percent. during the

four months- October 1983-January 1984 and of 37.7 percent during
the most recent four months,. February-May 1984. The.rate of inc-
rease in industrial prices was high but also stable. »

The eéxplosive increase in wholesale prices-which began in October
1983 and has continued ever since was due to the increase in the
prices of food and fodder as will be observed from the table below
showing annual rates of increase in prices for the last twelve
"months.

COST OF LIVING INDICES

{1963:100) " % Change
' Annual
First Five Months May to May

. 1984 1983 . 1984 1983
ANKARA . . . '
General : 22.8 211,.3 48.5 29.4°
~Food 29,5 13.9 53.2 28,9

.Cereals . 45.9 11.2 66.7 25.5

-Meat 19.9 17.1 42.8 51.4

~Milk ‘ 8,2 13.1 41.1 2¢6.7

.Vegetables 46,9 18.6 57.7 23.8
-Heating 2.4 7.8 28,1 43.4
-Clothing . 20.4 9.7 - 46.9 31.0¢
-Other ~ 131 6.5 43.6 23.6
. ISTANBUL .
General 22.5 4.3 48.8 - 25.5
-Food 25.5 12.3 . 52.3 24.0

.Cereals 33.0 11.6 69.4 20.2

.Meat © 18,9 14.4 42,9 40.0
- JMilk 12.¢0 4,6 46.6 15.9

.Vegetables 40,9 24.2 35.7 18.3
~Heating 4,0 1€.3 12.1 33.2
~Clothing 14.0 13.2 34.8 25.6
--Others 24,9 15.9 63.2° 29,0
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THE ASCENT OF PRICES IN 1984
{12 Month Rates of Increase)

{1963=1N0)
Wholesale Pricej Index
Food Industrial
.and Raw
General Fodder Materials
December 1983 40.9 45,5 35.8
January 1984 42.6 46.5 38.1
February 1984 45,4 49.8 40,5
March 1984 44,3 53.7 34,2
April 1984 50.3 65.1 34,6
May - 1984 59.4 76.0 41.8
COST OF LIVING INDICES
{(1963=10n)
Ankara Istanbul

December 1983 34,7 3/.5

January 1984 36,5 36.7

February 1984 36.1 36.2

March 1984 36.6 37.1

April 1984 41.7 48,1

May 1984 48,5 48.8

ANNUAL RATES

0T INCREASE IN WHOLESALE PRICES
AND THEIR COMPONENTS

(1963= 100)
Industrial

N Raw .

Tood Materials Terms

General and and Semi of
Index rodder Manufactunes Trade

June 1983 29.5 21,2 39.4 63.0
July - 30,2 23.1 38,4 62,6
August 31.0 25.0 37.8 62.1
September 32.5 29.4 36,0 64.2
Octobher 36.1 36.5 35.6 66,1
November 39.9 40,3 39.4 67.9
December 40,9 45.5 35.8 70.5
January 1984 42,6 46,5 38,1 72,7,
February 45,4 49.8 40,5 73.5
March 44,3 53.7 34.2 74,7
April 50.3 65.3 34.6 77.9
59.4 76.0 41.8 78.8

May
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The rise in food and fodder prices started in July 1983, the harvest
month. It appeared that the signals coming from the supply side of
agricultural produce pointed to an increase in food prices. In fact,
analysis of the 1983 crop shows a dramatic 7 percent fall in cereals
.production, with a 6.3 percent decrease in wheat production a 15.2
percent drop in barley production, 10 percent less rice and an 8
"percent decrease in output of other cereals. There was also a dec-
rease of 6.8 percent in grape production and olive production was
down by 70 percent on 1982.

It is estimated that the rise will complete its 12 months cycle

and will start decelerating from July 1984 onwards.Towards the end of
1984, it is to be expected that the rate of increase in industrial
prices will decrease to 34 percent, that of food prices to 21 per-
cent and that the overall inflation rate will be drawn down to 27.5
percent. Yet the average inflation rate for 1984 will still be
high; an estimated 45 percent, as against 37 percent in 1981, 25
percent in 1982 and 31 percent in 1983,

Price increases in the first five months of 1984 reflect the trend
- described above. Prices of food and fodder increased by 34.1
percent as against 12.7 percent in the corresponding period of
1983, Prices of manufactured products increased by 19.8 percent,
as against 14.7 percent. The general Index of Wholesale Prices.
increased by 27.5 percent as -against 12.6 percent in the first
five months of 1983, having thus more than doubled.

On a annual'basis the acceleration of inflation 1s‘more pronounced.
The annual increase in food and fodder prices was of 76 percent by
May 1974 as agalnst 24.1 percent in the same period 1982/1883.

Cereals prices rose by 78.5 percent and fodder prices 137.5 percent.

The annual rate of increase of industrial products was 41.8 percent
by May 1984 as against 33.3 percent in 1983. The 1984 increase was
especially affected. by the high rates of price increases of leather
(64.2 percent), construction materials (56.9 percent), paper (54.1
percent), 1ndustr1a1 and mineral oils (50.5 percent) and textlles
(44 .7 percent)

Cost of Living Indices for Ankara and Istanbul follow with a time
- lag the developments in wholesale prices but show the same charac-
teristics; food prices increasing at a higher rate than'non-food
items. '

Cost of Living Indices.show equal rates of increases for both
cities. During the first five months the cost of living in Ankara
increased by 22.8 percent that in Istanbul by 22.5 percent. On an
annual basis, the increase in the cost of living was 48.5 percent
for Ankara and 48.8 percent for Istanbul. In both cities, the annual
increase in food prices exceeded 50 percent to be precise, 53.2
percent for Ankara and 52.3 percent for Istanbul.
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WHOLESALE PRICES INDEX

{1963:100)
Index -~ = First Annual
Number Five. Months May to May
_ May 1934 1984 1983 1984 1983
- Beneral Index 87649.4 27.5 12.6 59.4 - 24.0
A.Food and Fodder 7,859.6 34,1 12,7 76.0 24.1
1)Food 6,877.1, 43.2 11.1 79.3 11.8

-Cereals - : 6,802.2 32.8 7.9 78.5 6.6

~Pulses - 6,627.1 9.3  .4,0 - 25.4 0.2

~0Other 7,622.6 70.9 18.5 87.4 24.4
2)Livestock _ 123187.8 30.6 31.6 51.5 43.5
3)Livestock Products 74319.7 17.2 0.6 53.6 18.0
4}Fodder _ 9,589;9 31.6° 1.9 137.5 2.6

B.Industrial Raw Mat,

and Semi-Manufactured ' :

Goods 9,965.6 19.8 14.7 - 41.8 33.3
1) Fuel 137740.7 17.2 . 15.9 31.8 34.7
2)Minerals 7,320.5 18.3 13.1 30.7 21.3
3)Textiles 7{179;0 19.0 25.6 44.7 47.8
4)Leather . 106,901.9 20.8 5.7 64.2 10.2
5) Industrial and : ‘

Mineral Oils - ©14,522,5 21.4 0.4 50.5 30.3
6)Paper 6,007.1  43.5 14.1 54.1 24.9
7)Construction Mat. | 10.564.8 ~27.3 13.5 "56.9 L 40.4

Source: Treasury and Foreign Trade
INTERNAL TERMS OF

TRADE
Months 1979 1980 1981 1982 1983 1984
January 86.9 71.1 80.2 74,4 68.6 72.7
February 87.2 65.6 82.5 74,2 £8.9 - 73.5
March 84.7 69.6 - 80.6 72.5 65.2 74.7
April . 75.0 64.2 79.1 72.4 ' 63.5 77.9
May 75.0 66.3 79.2 72.7 63.5 78.8
June 71.6 66.8 73.5 72.4 63.0
July 72.6 - 65.5 71.7 - - 70.3 ©62.6
August 73.3 67.6 70.1 68.5 62.1
September 71.2 71.1 - .70.3 67.5 T 64.2
October 69.1 73.2 71.6 65.6 66.1
November 67.9 73.6 72.9 67.4 67.9
December 68.8 77.4 73.3 65.8 70.5
January- : '
December 75.3 69.3 75.4 £9.8 65.1
Average ' _
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Regional Discrepencies in Consumer Price Indices

In the first five months of 1984, consumer prices increased by

20.6 percent as compared to 11.3 percent in the corresponding

period of 1983. A number of provinces showed price increases

above this average; these are Trabzon (23.9 percent), Diyarbakir

(23 percent), Zonguldak (22.1 percent), Adana (21.0 percent) and
Ordu (20.7 percent).

Annual rates of inflation as of May 1984 are highest in the same
provinces with the exception of Ordu, which is replaced by Istan-
bul; Diyarbakir (58.2 percent), Adana (53.1 percent), Istanbul

(52.6 percent), Zonguldak (51.8 percent), Trabzon (50.6 percent).

7. Gold Prices

Gold prices show annual increases much below the inflation rate.
By the end of April prices of gold increased by 10.2 percent for
Cumhuriyet and Resat and by 9.4 percent for bullion as compared
to December 1983. :

The price of bullion on the London market showed the same increase -
of 10 percent in the first four months of 1984,

LONDON MARKET )
_(1 oz.Gold) (Dollar)-

Months . 1984 1983 84/83 % NDecember 1983
: Annual % Annual

January 365.06 . 481,90 -24.3 1.7

Februay 385.92 496.79 -22.3 7.5

March 394,26 444.87 -11.4 9.8,

April . 354.90 432.88 - 8.8 : 10.0

ISTANBUL FREE MARKET
Gold 1 Gr. (TL.)

84/83 % December 1983
Months 1984 1983 Annual % Annual
January 4028.18 3370.75 19.5 2.0
Februay 4220.48 3727.85 13.2 A.9
March 4310.41 3337.39 29.2 9.2
April 4317.50 3434.,05 25.7 9.4
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ISTANBUL FREE MARKET
(Cumhuriyet Gold (TL)

84/83 % December 1983

Months 1984 1983 Annual % Annual
January 26,765.91 233907.50 12.0 1.3
Februay 28,073.81 25,986.84 8.0 6.2
March 28,607.14 23,717.35 20.6 - 8.2
April 29,112.50 24,273.81 19.9 10.2
ISTANBUL FREE MARKET
{Resat Gold (TL)
Months 1984 1983 84/83 3 December 1983
' S Annual % Annual
- January 27,540.91 23,135.00  -19.0 4.0
Februay 28,466.67 25,373.68 12.2 7.3
March 28,857.14 227589.13 27.8 . 9.0
April 0.2

29,200.50 23,616.67  23.6 1




CHAPTER VI

Fore1GN Economic RELATIONS

As mentioned in earlier Chapters of this Survey, as a result of the
deterioration’in both exports and imports, the foreign trade deficit
in 1983 reached the level of 3.5 billion dollars. This trend was
reversed during the early months of 1984, when a sharp increase

in exports was accompanied by a slower rate of growth in imports.
At the same time, the export-import ratio and the percentage of
manufactured and processed goods within total exports increased

to a marked extent. New agreements were made to augment the inflow
of foreign exchange c¢redits, relations with neighbouring countries
improved and private forelgn capital began to pay greater attention
to the fresh opportunities which were offered by the revision.of
the legal framework for forelgn investments.

Alongside these positive developments, however, there were a number

of negative tendencies which, especially after the first five months of
the year, gave cause for alarm. For example, exports in May 1984
earned 27.0 percent'more.than in May 1983, but 11.5 percent less
than in the previous month, April. Furthermore workers' remittances
declined sharply in the flrst three months of 1984 and this would

seem to 1nd1oate that fictitious exports were largely being financed
by workers' savings abroad.

In point of fact, fictitious exports became a major issue during

the first few months of the year. A number of newspapers began
publlshlng quite alarming reports about such transactions and these
reports were somewhat naturally followed by a series of official
declarations. In essence, fictitious exports arise by means of the
inflation of invoiced export values by exporters in order, that they
may obtain a larger drawback; drawback rates.ranged up to 30 percent
of FOB until March 31, whereafter there was an across-the-board
reduction of 20 percent in all drawbacks; the difference between
invoiced and true values is subsequently refunded to the buyer
-abroad, usually by means of parallel market opergtions -of one kind
or another. For obvious reasons, no precise details of these tran-
sactions are available but experts tend to believe that fictitious
exports represent only a minute portion of total _exports. The prob-
lem is not the amounts involved but. the negative effects on legiti-
mate transactions of activities of this sort.

In the first place, the authorities responded with a sudden increase
in the formalities concerning all export transactions, with the
result that there were delays in loading and shlpplng export consignments.
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Secondly, the government brought forward frem September 1 to June

15 its planned second rediuction. in.the scale of drawbacks and made
a number of arbitrary reductions in the .rates applicable to certain
sénsitive items; this is bound to limit the exports of some industries
which, give more time, would have had greater export potential. But
after one month the government changed its -mind and decided - to
follow the original programme. Of course, the most important lesson
to have been learned from these developments is that it is counter
productive to create an over-complex system of export promotion

and encouragement. The initial mistake was made a long time ago

and at this stage it is both difficult and  time consuming to modify
the system and introduce a more logical and realistic scheme. As

- a matter of principle, it is better to promote exports on an equitable
basis, with a realistic exchange rate, and thereafter to provide
simple and reasonable facilities and encouragements to those sectors
which face particularly stlff and often unfair, competition in
1nternat10na1 markets. '

Another problem which has arisen in the export trade is the arti-
fical - and arbitrary - division of exporters as between large

and small concerns. Apart from other concessions granted to the
‘major companies, only those whose export turhover last year exceeded
50 million dollars may now trade with the Soviet Bloc and other
centrally planned economy countries. This restriction has ‘aroused
many complaints and a number of difficulties have already arisen
as regards intercompany transactions.

1?~Exports

Export performance in the first five months of 1984 may be described
~as satisfactory. During January, the value of exports increased by
only 13.2 percent in comparison with 1983 but the total of first
five months showed an increase of 32.7 percent, as against an B
improvement of 6.9 percent in the same period of 1983.

Although ‘the May. figure indicates a slowdown in exports, it is
most probable that the 25 percent increase foreseen for exports

in the full year 1984 will be realized. Indeéd, it seems likely-
that over the full twelve months, exports will earn a total of
about $ 7.2 billion, which is § 400 million more than the original
"estimate of $ 6.8 billion.

EXPORTS
(January-May) 7
{Million g}
5 - $ Change.

1980 1981 1982 1983 lop4 la81 1982 1983 1994

January . 236,31 410.6 446.1 478.2 541.3 73.8 8.6 7.2 13.2
Pebruary 244.1 306.6 410.2 403.4 600,4 25.6 33.8 -1.7 48.8
March 233.6 304.2  447.3  476.5 713.3 30.2 47.0- 6.5 49.7
April 219.0 36,1 402.1 4813.5 611.0 44.3 27.2 20,2 26.4
May 196.5 294, 4 414,5 425,5 540,5 49.8 40.8 . 2.7 27,0
TOTAL 1.129,.5 1,631,9 2,120,2 2,267.0 3,007.7 44.5 29,9 6.9 32,7
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' Composition Of Exports

This year, agricultural and livestock exports declined by 9.4 per-
cent as compared with the first four months of 1983. In fact, the
industrial sector and, to a much lesser extent, the m1n1ng sector
“have been respon81b1e for the one-third increase in exports so fax
this year.

During the first four months of 1984, in the agriculture and live-
stock sector there were decreases in the value of exports of wheat
and barley, of 46.6 and of 85 8 percent respectively. Fruit and
vegetables together showed a decrease of 13.4 percent, industrial
crops of 3 percent and livestock dropped by 23 percent, whereas
pulses increased by 45 percent and vegetables by 42.9 percent.

The 56.6 percent overall increase in exports of industrial:; goods
was achieved in spite of decreases in the value of shipments of

- some items, such as processed petroleum products (down 4 percent).
Products which showed an increase in their export value included
processed agricultural products (14.5 percent), chemical industry
products (46.8 percent),. leather and hides (272 percent), textile
industry products as a whole (81 percent), cotton yarn (33 percent),
réady made clothing (140 percent), carpets (102 percent), glass and
ceramics (43 percent) and electrical appliances (212 percent). As

a result of the rapid increase in exports-of all industrial products
the share of this sector in total exports reached to 75 percent

for the same period of the last year it was 64 percent.
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' EXPORTS
(January-April)

19 8 3. ) 1984
“{Ton) (000 g1 {Ton) {000 &)
I.AGRICULTURE AND LIVESTOCK 606 145 549,062
A,Crops 532 492 467,104
1.Cereal- 85,428 30 419
. =Wheat 240,955 39,295 144,135 20,989
-Barley 318,264 45 939 48,655 6,517
~Others 194 2,913
2.Pulses 47,505 681905
3.Industrial Crops 211,403 ) 204,974
~Tobacco 31, 365 104,911 31,400 2,987
-Cotton 63 891 91,240 43,580 79 023
~Dthers : 15,252 22 964
4.Fruit and Vegetables 180, 554 , 1561305
-Figs 5,478 3,169 9,019 2,904
-Raisins 17,882 17,346 18,715 14,132
-Hazelnuts 39,448 87 869 34 667 72,980
~Pistachios 303 ?,007 527 2,702
~Other hard shelled Fruits 2,272 4,376 3,866 6,408
-ranges, Mandarlnes 36 021 10 019 50,683 9,843
~Lemon - 49 923 13 381 40,368 lo,288
-Other. citrus Fruits 5 4876 1,180 12 594 2 y232
-Other Fresh Fruits 54,013 17,661 -21 204 5,816
-thers 6,423 10,185 6,739 9,882
-Vegetables 51,460 13,361 102,219 19,099
5.8eeds, Oilseeds 7,338 5,348
6.0ther Crops 264 1,152
B.Livestock and Livestock Products 68,028 69,090
1. Livestock 48,559 37,174
2.Wool, Hair 6,836 8,860
3.Raw Skins,Game Skins . 473
4,0ther Livestock Products 8,633 22,583
: 5,884
C.Fishery Products" 5,705 5;884
N. Forestry Products 3,920 6,984
ITI,MINING AND QUARRING PRODUCTS - 53,580 67,057
A.Non-Metallic Quarrying Products 41,274 56,836
-Magnesia 31,584 7,739 38,914 5 915
~Raw Borates 135,233 24,293 241,829 21) 4991
-Others 9,242 8 930
B.Mineral Ores 12,054 . 10,095
=Chromium 130)395 10,808 124,803 8,064
-Dthers 1,246 2,031
C.Tuels - 22
D.Other Mining Products . 252 104
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III, INDUSTRIAL PRODUCTS 1,181,854 1,851,256
A. Agriculture Processed Products 225,071 257 675
~Food Industry Products 193,844 220 505
-Food Industry by Products 2’858 - 6, 380
-Processed Tobacco Products 18 204
~Processed Forestry Products 6,750 8,020
-Processed Textile Fibresg . 21,591 22,566
B,Processed Petroleum Products 111,947 107,496
C.Manufactured Products 844,836 1,486,085
-Cement Industry 24,434 19,467
-Chemical Industry 39,849 58,499
-Rubber and Plaatic 21,154 25,010
-Leather-Hides Products 40 723 151,311
-Forestry Products Industry 3 532 3 499
-Textile Industry Products 426 896 722 , 847
Cotton Yarn 30,717 86 365 40.491 -114,946
Ready Wear Clothing 5 696 133 597 9,575 321’238
Carpets, Kilims 728 49 026 1,045 98)951
Others 157 908 237,712
-Glass and Ceramics Ind. Prod. 29 y113 41’602
-=Iron and Steel Industry Prod. 110,210 105,028

. =Non-Feryrous Metals Industry Prod, 22,033 24,036
~Metal Goods Industry Products 5 173 4,307
-Machinery Manufacturing Ind.Prod. 37'230 44,02&
-Electrical Appliances Products 18,508 57,678
-Motor Vehicles Ind. Products 42,549 56 235
~Other Industry Products 23,382 32 4538
GRAND TOTAL 1,841,579 2,467;375

Geographical Distribution of Exports

The geographical distribution of exports changed in the first four
months of 1984. The OECD countries' share showed.increase of 6.5
percentage point, from 50 percent in the first four months of 1983
to 56.5 percent irn the same period of this year.

Exports to Free Exchange Agreement Countrles as a whole fell to )
38.8 percent from 44.9 percent. and exports to the COMECON countries
dropped to 3.3 percent of total exports in the first fonr months of
1984 from 5.1 percent ‘in the same period of 1983.

On the other hand _eXports to Middle Eastern and North African
countries decreased from 38.5 percent of total exports in the first
four months of 1983 to 34 percent in the same period of this year.
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GEOGRAPHICAL DISTRIBUTION

OF = EXPORTS
(January-April)

1983 . 1984 Increasd
OECD COUNTRIES . 326,776 50. :
A)EEE Countries 515:330 32-23 b 3;3 %gg '32.3 ié
“West: Germary | 267,181 13.97 476,384  19.3 85 -
—Belglum—Luxemburq 37,163 2,02 46,133 1'9 ‘24
-benmark | 5 036 0.27 6,793 0.3 35
.. -France 50,541  2.74 55,819 2.3 10
_Holland . 36,236 1.97 65.546 2.7 81
—United Kingdom 102,578 5.57 83450 3.4  -19
~Ireland 645 0.03 ‘968 - 50
“recee 167,513 9.10 189,56l 7.7 13
, r & . 19,350 08 5
B) Other OECD Countries 251,396 13.66 451,281 18.3 80
-Bustria : 26,340 1.43 26,638 1.1 1.
-4.B.D. gB 195 4.79 125 4479 5.1 42
e 4,760 5.15 Mg ;
~Switzerland 127074 0.66 12’?%%‘ r s
Japan , y 3 9
—Others 30 927- 1.64 37,466 1.5 25
FREE EXCHANGE AGREEMENT couNTRIEq 822,665 44,92 ~ 957 535 3s. 16
A)East European Countrleq 93,663 5.05 82 450 3. -12
B)Middle East and North Afrlca Count. 709,460 " 38.50 ' 837 862 34.0 18
-Blgeria 41,085 2.23 38 035 = k3 -7
-traq 62 n71  3.37 249 505  10:1 an2
~Iran 347 524 18.86 309, Yega  12.6 -11
-Libya 73 644  4.00 67,169 2,7 - -9
-Egqypt 33, l3fLl 1.80 49,231 2.0 49
-Sudan 2 061 0.11 1,647 0.1 -20
-8yria 25,447 1.38 6;619 0.3 ~74
-saudi Arabia 77,839  4.23 88,285 3.4 13
-Tunisia 23 467 1.26 4,635 0.2 -80"
-Jordan 23,188 1.26 23,053 0.9 - 1.
C)Others 19,542 1,72 37,273 1.5 91
OTHER COUNTRIES 92,138 4.74 114,506 4.6 24
A)Middle East Countries 69,505 3.73 65,718 2.7 -5
-Abu-Dhabi : 1,015 0.06 1,225 - 21
-Bahrain 77920 0.04 T212 - -73
-Katar 4,606  0.06 a,513 0.2 -2
~Umman 1,495  0.00 1,560 91 4
- -pubai 21,558  0.25 22,934 0.9 6
~Kuwait 40,023 1.17 34,925 1.4 -13
ZLebanon 16 2.15 351 = 2.094
B)Others 18,530  1.01 43,935 o3 13
-Nigeria 1,170 0.06 5,170 %+2 3
-Others 17, ’360 0.94 39,765 1.6 123 }
TOTAL. 1,841,579 100.00 2,467;374  100.0 4
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2. Imports

- Imports were valued at $ 3,981.6 million in the first five months.
of 1984, indicating that the year's total of $ 9.7 billion envisaged -
in the 1984 Development Programme will probably be attained. The
rate of increase in comparison with the first fjve months of 1983
was of only 6.9 percent. '

The April figure showed a sharp increase in imports, a rise of no
less than 39 percent as compared with April 1983, which is continued
by a 23 percent increase during the next month.

IMPORTS
(January-May)

{(Million g)
) Tt Change

1980 - 1981 = 1982 1983 1984 1981 1982 1983 1984

January 419.6 774.0 608.0 739.7 664.4 84,5 -21,5 21,7 ~-10.2
February 586.8 849.0 667.5 756.0 694.5 44,7 -21.3 12.3 - 7.4

‘| March 370.1 677.0 684,8 B859.6 82l.4 82.4° 1.1 25.5 - 4.4
April 366.5 650, 8 759.6 665.2 924.6 77.6 -38.2 65.4 . 39.0
May 692.5 759.9 -768.7 711.4 - 876.8 9.7 l1,2- 7,5 = 23,3
TOTAL 2,345.5 3,710.7 3,488,6  3,725.6 3,98l.6 58,2 - 6,0 6,8 6.9

Composition of Imports

An analysis of imports by commodity categories, shows that in 1984
still greater emphasis was put on industrial product imports than
in the first four menths of last year. These imports increased by
no less than 13.8 percent in the first four months of 1984 and
their share of total imports rose from 56.2 percent in 1983 to
62.1 percent in the first four months of this year. Mining and
quarrying accounted for 34.7 percent of total imports, .as against
42,2 percent in 1983.
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IMPORTS BY COMMODITIES
{January-April)

1983

. 1984
TTon) oo ) {Tony {000 &7
I.AGRICULTURE AND LIVESTOCK 31,448 78,412
~Wheat - 86,596 - 15,179
-Merinos Wool 4,081 - 17,678 5,152 22,721
—Coffee 965 1,630 1,250 1,775
-Others 12,140 . 38,737
II.MINING AND QUARRYING 1,272:460 ' 1,076:151
-Crude 0il 4,924,799 1,199,436 1,661,370 1,021,022
-Others . 72,024 55,129
I11.INDUSTRY SECTOR 1,694,393 1,928,836
A.Agricultural Based Processed
Productsy . : : 69,901 - 90,259
-Textile Fibres 12,898 22,383 16,406 30,473
-Soya Bean 01l - 38,316 16,700 34,825 22,073
=Others” . 30,818 37,713
B.Petroleum Products 75,394 105,547
~-Fuel 0il 28,411 4,902 193,143 35,182
~Petroleum Gases 121,448 33,609 133,388 37,694
~Motorin 88,753 27,078 n1,578 25,978
-0Others 9,805 . 6,893
C.Manufactured Goods 1,549,098 1,733,030
a,Cement o112 . 211
b.Chemicals _ 381,701 359,071
-rertilizer 234,093 22,533 248,910 31,230
-Others 359,168 337,591
c.Rubber .and Plastic ‘ 79,087 115,670
d.Leather Hide process. Goods 158 1,833
e,Forestry Products 923 1,699
f.Textile Industry Products. 30,845 36,307
q.Glass and Ceramics Industry - S
products _ ' 16,946 ?l,4ll
h.IXIron and Steel Industry : o
- Products . 215,136 22A,564
" -Blooms, Billets 226,501 42,516 339,396 62,4410
-Alloy, Special Steels - 20,730 . 21,576 35,397 33,933
—Iron and Steel Sheets and Plates 94,534 33,804 | 76,302 ]gg,zgg
=Others . 117,440 ;
i.Non Ferrous Metals 54,265 91,194
j.Metal Goods Industry Products 14,512 18,201
k.Machinery Manufacturing Industry - 420,728 490,354
1.Electrical Appliances 131,478 144,979
m.Motor Vehicles Industry Products 145,315 151,668
n.0Other Industry 57,892 81,868
- gv. IMPORTS WITH WAIVER 16,165 21,414
GRAND TOTAL 3,014,466 3,104,813
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COMPQSITION OF JANUARY-APRIL IMPORTS

(% Change) .
%
1983 1984 Change
Agricultural Producfs_ _
- and Livestock 31,5448 78,412 149.3
Mining and Quarrying Products 1,272,460 1,076,151 8.5
Industrial Products 1,694,393 1,928,836 13.8
- Processed Agricultural .

Products 69,901 : 90,259 29.1
Petroleum Products , - 75,394 105,547 k0.0
- Industrial Products 1,549,098 1,733,030 A 11.9
Imports With Waiver 16,165 ' 21,414 32.5
Total. 3,014,466 3,104,813 3.0

Geographical Distribution of'Imports

-‘The geographical distribution of imports also showed a change in

the first four months of 1984 as compared with the same period

of 1983; imports from the OECD countries increased from 47.1 per-
cent to 52.0 percent of the total. Overall, imports from the free
Exchange Agreement Countries decreased .from 49.1 percent to 44.0 percent,
whilst imports from Middle Eastern and North African countries
dropped from 41.1 percent of the total to 34.5 percent,
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{MPORTS BY COUNTRIES
(January-April)

1983 : 1984 }
" (000 %) (%) (000 $) (%)
OECD COUNTRIES 1,&29;714 47.1 1,615,138 52.0 -
A. EEC Countries 847,980 28.1 946,545 30.5
- West Germany 371,927 372,581
- Belgium-Luxemburg - 36,805 - 60,146
= Denmark 6,960 7,595
~ France 73,914 73,31
- Holland 64,078 72,571
- United Kingdom 134,504 148,696
- lreland 2,031 ' 783
- ltaly 153,878 196,015
- Greece - 2,883 14,787
B. Other OECD Countries 581,734 19.3 668,593 21.5
. - Austria 39,366 . 39,925
- U.S.A. 22k 102 227,043
- Switzerland 105,462 89,922
- . Japan 72,801 117,665
- Others 140,003 194,038
FREE EXCHANGE AGREEMENT COUNTRIES 1,480,420 ko, 1 - 1,366,160 4h .0
A. East European Countries . 7196,998 6.6 240,424 7.7
B. Middle East and North Africa C. 1,239,981 411 1,070,528 34.5
~ Algeria 991 25,352
- lrag 400,924 360,040
2 fran 402,510 355,831
- Libya 295,884 249,944
- Egypt 20,745 2,591
- Sudan - ‘ -
- Syria 515 10,793
- Saudi Arabia 98,967 58,771
- Tunisia 12,966 6,115
- Jordan 6,479 -~ 1,043 _
C. Others: 43,441 1.4 55,208 1.8
| OTHER COUNTRIES 104,331 3.5 123,515 k.o
A. Middle Ezst Countries 35,629 1.2 . 40,862 1.3
- Abu Dhabi - - 10 Co-
- Bahrain - ‘ - 21 -
- Dubai 3. -
- Katar . 5,695 959
- Kuwait 29,264 31,327
- Lebanon -667 142
- Oman - - 8,403 ‘
B. Others 68,702 2.3 82,653 2.7
- Nigeria - 1
- Others 68,702 82,652
TOTAL 3,014,465 100.0 3;104,813 100.0
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Imports by Source of Finance

A comparison of .the first four months' imports with those in the
same period of 1983, shows that programme imports represented 92.9
percent of the total as against 92.3 percent. Liberalised imports
represented 92.3 as against 90.0 and quota imports went down from
0.8 percent to 0.3 percent. Bilateral agreement imports decreased
by 81.0 percent. In so far as self-financing imports were concerned,
foreign investment was up from 0.7 percent to 1.1 percent of the
total and imports with waiver (i.e. free of foreign exchange pay-
ment) increased by almost 31 percent.

IMPORTS BY SOURCE OF FINANCE

(N00 &)
April

1983 1984
Liberalization 595,440 834,511
Quota List .2,264 1,677
Bilateral Agreements 16,034 1,177
. Programme Imports 613,738 837,365
NATO-Infrastructure 17,126 3,997
Private Foreign Capital 3,873 10,375
Project Credits - 26,664 66,825
Imports With Waiver 3,813 6,067
. alWith Waiver (3,813) (6,067)

b)Granted (-) =

Others - ‘ -
TOTAL 665,214 924,619

January-April .
Liberalization 2,712,087 2,867,275
Quota List 21,474 8,806
Bilateral Agreements. 50,085 9,579
Programme Imports 2,783,646 2,885,660
NATO-Infrastructure 19,767 7,899
Private Foreign Capital 19,927 35,005
Project Credits. ' 171,363 156,845
Imports With Waiver 16,161 21,414

- a)With Waiver (16,361) (21,414) -

b)Granted - (=)

Others : - -
TOTAL 3,014,464 3,104,813
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3. Balance of Trade

The balance of trade for the first four months of 1984 showed a

" parrowing deficit as a result of the slow-down in imports and

rise in exports which trend, however, changed in April and May. The
trade deficit rose to $ .313.6 million as compared to $.187.7 million
in April.and to $ 336.3 in May as compared to $ 285.9 in May 1983.
But the five months' deficit nonetheless decreased from $ 1,458.6
million in the first five months of 1983 to $.973.9 million in the
same period of this year. ' .

* BALANCE OF TRADE

(Million g}

IMPORTS EXPORTS TRADE DEFICIT
) . % Change
1982 1983 1984 1982 1983 1984 1982 1983 1984 1983 1984
January 608,0 739.7 - 664.4 4461 8.2 541.3 161.9 261.5 123.1 61.5 -52.9
February 667.6 750.0 694.5 410,2  403.4 600,4 257.4 -346.6 94.1 34.7 -72.9
March’ £84.8 - B59.6  B2l.4 447,3 476.5 7k3.3  237.5 383.1 1081 61.3 -71.8
April 759.6. 665.2 924.6 402,1  483.5 611.0 357.5 181.7 313,6 -49.2 72.6
May 768.7 711.4 876,8 414,5 425.5 540.5 354,2 285,9 336.3 ~19,3 17.6
iTOTAL 3,48B8,6.3,725,6 3,981,6 2,120,2 2,267.0'3,007.?'1,368.4m1,453.6'973.9' 6.5 -33{2

Thus there was a 33.2 percent decreaségin—the'trade.deficit.

4, Invisibles

Workers' Remi ttances

WORKERS' REMITTANCES MONTHLY

s {Million @)

1981 Y 1982 % .. .1983 % 1984 %

January = 142.4 72.3 149.2 . 4.0 121. -18.9 83,5 -31.0
February  134.8 -22.2 130,8  -3.0 105.7 . -19,2 98,5 =-6.8
March 139.7 25,1 147,0 5.2 - 129.3 -12.0 98.7 -23.7
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WORKERS' REMITTANCES
{Cumulative)

(Million §)

1980 % 1981 3 1982 % 1983 % 1984 %

121.0 -18.9 83.5 -31.0
226.7 -19.0 181.0 -20.2
356.0 -16.7  2Bo.7 -21.2

Januvary  83.3 0.2 1434 72.1 149.2
February 256.6 61.9 278.2 8.4 280.0
March 368.3 72.0 . W17.9 13.5 427.3

o B
. e
0~ O

Workeré' remittances decreased by 21.2 percent during the first
three months of 1984, to a total of only $ 280.7 million.

IMPORTS, EXPORTS, WORKERS REMITTANCES
(Million $)

_ March “January-March

1983 ' 1984 - 1983 1984

Exports _ 476.5 713.3 - 888.1 1,855.0

Workers! Remittances 129.3 98.7 356.0 280.7

Total | 605.8 812.0 1,244 .1 ©2,135.7

1 Imports - 859.6 - 821.4 2,349.3 2,180.3
Ratio: Exports+Workers'. o :

Remi ttances: Imports ' 70.5 99.0 53.0 98.0

'The exports plus workers' remittances over imports ratio increased:
from 53 percent in the first three months of 1983 to 98 percent in
the corresponding period of 1984, :

- Tourism

Furthermore, -net .revenue from tourism and travel fell sharply, by

no less than 82 percent, in the first -three months of 1983 as com-
pared with the same period of 1983: the net figure was $ 8.9 million,
as ‘against - $ 49.6 million,

BREAKDOWN OF NET TOURISM RECEIPTS
BY YEARS AND MONTHS
---- S . (Million )
1981 1982 1983 1984 Change Change  Change

-(1)  _ (2) (3) (4} (2-1) (3-2) (4-3)
January  13.3 11.3 153 5.0 1.3  31.6  -67.3
“February 12.2 15.6 20.2 3.0 28.7 .. 27.4 - -85.1
March — 13.0 11.9 1.1 0.9 - 9.2 18,5 -93.6
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5. Poreign Capital Investment

In the first three months of 1984, the ' investment applications of
21 foreign firms were approved, bringing in $ 16.11 million in
fresh capital, of which $ 11.89 million was for. the expansion of
existing enterprises and $ 2.90 million for entirely new projects.

SECTORAL NISTRIBUTION OF COMPANIES
OPEPATING UNDER LAW MO 6224
(AS END NF MARCH 1984)

: {Million 8)

Breakdown of Foreign Investment
According to Purpose
Opera- Fore- Extention Compie- Capltal — Port
ting ien Cap-_ Modernisa- te New Increase in Folio
Compa- ital in- tion of ex- Invest-~ Existing Invest-
Sectors nies vegtment isting pro. ment Pr. Venture ment
Manufacturing Industry ) i
Metal Roods’ ’ 1 0,08 0,00 0,08 0,00 0,00
Chemicals 1 0,65 0,00 0,65 0,00 0,00
Food-Beverages 2 0,n0 0,00 a,00 ¢, 00 0,00
Machinery Manufacturing 2 0,98 0,00 0,00 . 0,98 0,00
Non-Iron Metals 2 1,82 ¢,00 0,00 1,82 0,00
Food-Beverages 1 0,00 0,00 0,00 0,00 0,00
Motor Vehicle Manufacturing . :
Industrv 1 0,00 0,00' a,00 0,00 0,00 |
Chemical Industry 1 0,00 o,00 0,00 0,00 0,00
Electricals-Electronics 1 6,40 0,00 0,00 0,40 0,00
Foregtry Products 1 2,71 0,00 0,00 0,00 0,71
" Manufacturing Industry Total 13 4,64 0,00 - 0,737 3,20 0,71
Agricutrure 1 0,98 0,00 0,98 G,00 0,00
Mining 1 0,20 0,00 0, 20 0,00 0,.00
Others 1 0,04 0,00 0,04 0,00 0,00
Tourism 4 1,56 - 0,61 0,95 0,00 0,60
Banking 1 8,69 0,00 0,00 8,69 0,900
Services Total 6 10,29 0,61 0,99 8,69 0, 00 -
GRAND TOTAL 21 16,11 0,61 2,90 11,89 0,71
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6. Balance of Payments

The foreign trade deficit amounted to $ 325.3 million in the first
three months of 1984, $ 666 million less than in the same period

of the previous yekr. Although the balance on the invisibles account
was again a positive one -$ 167.2 million as against $ 303.7 million-
it was not of course sufficient to swing the current account into
credit. The reason for the lower return from invisibles was the
continued failure of workers' remittances. The capital account
yielded a surplus of $ 263.5 million, compared to a positive balance
of $§ 75.2 million in January/March 1983. The overall balance for

the three months period was thus a much reduced deficit $ 115.9
million, as against $ 583.3 miliion in 1983,

BALANCE OF PAYNENT$
(Million §)

January - March -
1983 1984
I.CURRENT ACCOUNT
A.Foreign Trade - . - .
l.Exports 1,358.0 ° - 1,855.0
2:Imports . -2,349.3 - - 2,180.3
" Balance of Trade - : - 991.3 - 325.3
B.Invisibles , :
l.Interest Payments - 313.6 - 285.0
2. Tourism and Travel . 49.3 8.8
3.Workers Remittances 356.1 280.6
4.Profit Transfers & S - 9.3 - . 5.5
5.0ther invisibles ' 221.2 168.3
‘Current Account Balance 303.7 167.2
C.NATO-Infrastructur . - 29.1 10.5
Current Account Balance - 658.5 - 147.6
II.Capital Movements ‘ :
1l.Deposits ‘Repayment - = 176.9 - 158.1
2.Private Foreign Capital 16.1 22.7
" 3.Projevts Credits l44.7 _ 90.0
4.Imports with waivier 12.3 15.3
5.Program Credits : 75.4. 205.8
6.Capital Movements 3.6 87.8
‘Capital Account Balance . 75.2 263.5
Overall Balance . - 583.3 115.9
III.RESERVE MOVEMENTS 52,6 . - 56.6
IV.UTILISATION FROM IMF _ | 181.4 - 153.2
V.SHORT MEDIUM CAPITAL MOVEMENT 179.7 ‘ 765.3
VI.NET ERROR AND OMISSION - 169.6 - 671.4
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Changes in the External Value of the Lira

The daily exchange rate adjustments continued.in 1983. The yearly
dévaluation rate against the US dollar was 31.3 percent to January
1981, 51.9 percent . .to January 1982, 39.7 percent to January 1983

and 64 percent to January 1984 and .18.3 percent between. January

and May 1984, The yearly devaluation rate against the DM was 11.6
percent to January 1981, 33.9 percent to January 1982, 29.7 percent

to 1983, 41.9 percent to January 1984 and 19 7 percent between January
and June 1984. :

TL DEPRECIATION AGAINST US $

TL/$ - % Change

1980 January 70.0
1981 January .91.9 31.3
1982 January 136.9 51.9
1983 January 191.2 39.7
1984 January . 313.5 64.0.
1984 June 370.7 - 18,3

TL DEPRECIATION AGAINST DM

- TL/DM " % Change
1280 January 40.5 '
1981 January 45.2 11.6
1982 January 60.5 _ 33.9
1983 January 78.5 29.7
1984 January 111.4 41,9
1984 June 133.3 19.7

See Appendix I for the summary of the Fifth Five Year
Planp and commends.




APPENDIX I

A SummARY OF THE FfFTH-FIVE YEAR PLAN
(1985 - [989)

After 1960, Turkey embarked upon a period of planned development
and between 1963 and 1983 four successive Five Year Plans were
implemented. A-one-year transitional development programme was
introduced for 1984, leaving responsibility for preparation and
enactment of the Fifth Plan to the government which took office
after the November.1983 general elections. The Five Year Plans
and Annual Programmes-Within-The Plans, which are mandatory for
the public sector and indicative for private enterprise, have
played a very important role in ensuring the balanced development
of Turkesy's economy. : '

The Fifth Five Year Plan places special emphasis on the re-dis-
tribution of income in favour of the middle income groups, on
investment in infrastructure projects, on the sale to the public
of shares in some of the partnerships of the State Economic En-
terprises which are joint stock companies, on the removal of
most remaining restrictions on foreign exchange operations and
on increasing the competitiveness of Turkish products in foreign
markets. , .

‘The GDP.is targeted to rise by- an average of 6.3 percent per
annum, in real terms, rising from the relatively low level of
5.3 percent in 1985 to 7 percent at the end of the decade; this
latter is the minimum rate needed to begin alleviation of the
long-standing unemployment problem. The Pian's assumption that
the rate of inflation can be brought down to 10 percent within
five years is more controversial since this. is the lowest rate

recorded in fifteen years and is set against a sharp upturn in
1984. :

The Plan postulates average annual growth of 3.6 percent in ag-
riculture, of 7.5 percent in industry and of 6.5 percent in the
services sector. During the plan period, industry's share of GDP
is expected to rise from its present 31.9 percent to 38.7 percent
whilst agriculture's share, it is. anticipated, will decline 'to
15.5 percent.

Investment policy will be tightly controlled, with the government
making infrastructure investments and giving priority to the
completion of those projects which are considered vital.

At present prices, investment will total TL 15,100 bn ($ 43 bn. ),

of which TL 14,400 ($ 41 bn) will be in the form of fixed capital
investments, broken down by main sectors as follows - manufacturing
20.9 percent, communications 18.6 percent, housing 15.2 percent and
.energy 14.9 percent. Energy projects are headed by the list of vital
investments, obviously the most important of which will be . the
Atatirk Dam and related South-East Anatcolia irrigation scheme, as
well as the installation of a Turkey's first nuclear power plant.
The most important project in the transportation sector.will be

the Second Bosphorus Bridge.
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Investment is expected to grow by an annuat average of 10.9 per-
cent - in the private sector and. by 6.8 percent in the public sec-
tor; both these figures are well above the performance levels of
recent years. The plan also envisages the continuation of imple-
mentation of newly instituted Housing Fund scheme and it is ex-
pected that this will be the most effective way of solving the
housing problem, especially that of middle and low income families.

public consumption will be pruned: an average annual increase of
.only 5.3 percent per annum in consumption, during the plan
period, is predicted while private savings are expected to

rise by 10.7 percent per annum.

Investment incentives will be provided, selectively, according

to the contribution of the investment to the economy and employment.
Private industry will be provided with incentives to direct 1its
efforts towards exporting and these incentives will be subject to
updating in acecordance with changing circumstances. Incentives for
Turkish workers abroad to invest in Turkey will continue and gimilar

incentives will be extended teo organised industrial regions.

An anti-inflationary monetary policy will be pursued; monetary
policy will gim at providing sufficient liqguidity needed by the
rising volume of economic activity. The Central Bank resources
will be allocated so as to render a more flexible use of monetary
policy possible in accordance with plan guidelines and programme
targets. The Central Bank will make increased use of open-market

operations.

The interest rate policy will be assigned an important role in-
mobilizing resources, increasing the share of financial savings,
protecting savings against inflation, utilising resources more
efficiently. : '

Interest rates paid on govprnment;issued financial asgsets will
be manipulated in such a way as to influence bank deposits rates
in accordance with economic ¢onjuncture; they will also be made
use of in controlling excessive liquidity in the economy.

On the question of money and the banking and insurance sectors,

the plan emphasises the need for increased savings and declares
that the preferential credit system will be integrated with the
general system. The aim will be to prevent interest rates on

these credits from falling below the inflation rate. The Plan
foresees a reduction in costs for the banking system through
rationalization of the sector's operations. A medium-term programme
for developing a capital market and the more equitable distribution
of capital market resources is proposed. As for the insurance system,
the Plan declares that it will be re-organised and give a more
dynamic structure. '

In current prices, exports will grow by an annual average of 15.7
percent, to reach $ 11.6 bn in 1989, the end of the Plan period.
On the other hand, it is reckoned that imports will increase by

. only about 8.2 percent per annum, tc a 1989 total of $ 14.5 bn

at 1983 prices and $ 18.3 bn at current prices. Over the five-
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year period, fbreign debt interest payments will total $ 7.3 bn
and the planners reckon that the current account deficit will
clcse to g 1,383, :

This indicates that the basic aim of outward orientation and full
integration with the world econemy will be adhered to and that the
export sector will constitute the main locomotive for growth. Also

in line with this objective it is aimed to further liberalise foreign
trade and create the environment necessary for intrcducing full

Lira convertibility. Foreign credits and investments are pointed

to as important devices in overcoming the handicap constituted by

the low level of savings and the technology gap.

In this Plan period, a negative foreign trade balance will continue.
It is assumed that a developilig economy necessitates these deficits
and a balanced foreign trade is thus an objective postponed to a
future Plan period, :

Mining exports, particularly in processed minerals, will be assisted
during the Plan period. The exportation of boric salts, chrome,
marble, perlite, magnesite and such minerals will be given parti-
cular emphasis. The aim will be to meet domestic demand for iron,
copper and lead from domestic sources. Production of sulphur and
phosphate rock will ke increased.

Another aim stated in the Plan is to eventually 1lift the monopolies
enjoyed by State Economic Enterprises and to enable. them to go
public, They are deeply entrenched in the Turkish econonmy, however,
and it remains to be seen if they can in- fact be sold off to the
public and their monopolies broken all that easily. There is also
the question of the nature of.the pricing policy to be employed

by tbese Enterprises until such time as the government achieves

its aims concerning them, because it is anyway unrealistic to
‘expect these aims to be realised overnight. The government is .
nonetheless determined not to allow these Enterprises to constitute
a drain on Budget resources, o

Whilst investments of SEEs will be concentrated an energy, mining,
transportation and communication sectors they will not invest in
the dreas where private sector investments are sufficient. The Plan
2lso envisages -the improvement of the quality of goods and services
‘produced by SEEs. . '

It is planned that additional financing requirement of public sec-
tor will decrease by an annual average of 5.5 percent and it will.
be 117.9 billion TI in 1989. Additional financing requirement as
percentage of GNP will decrease from 1.3 percent in 1984 to 0.7

~percent in 1989. Also, in this period, value added tax will be
put into implemeéntation.

The population will continue to grow, by an average of 2.12 percent
annually, reaching 54.3 billion by '1989. Per capital GNP is expected
- to rise from 1983's TL 248,572 to TL 303,129 ‘in 1989 and

an increase in the number of people covered by social security
insurance is planned. An ever larger proportion of relevant age
groups are expected to receive some from of education: 100 percent
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for primary schooling, 20 percent for secondary and Lycee (high
school) tuition, and 18.8 percent for higher education. An esti-
mated 400, OOO youngsters will. enter the job market every year.

The number of unemployed will be fall to 2,697 thousand persons
in 1989 from 2,861 thousand in 1983 and unemployment from 16.1
Dercent to 13, 9 perc¢ent. A decrease in the partlclpatlon rate
in the lakour force rather than an increase in new employment
opportunities in the labour markeét will be the more effective
element in this decrease. The planners believe that the parti-
cipation rate will decrease from 60.75 percent in 1983 to 56.92
percent in 1989. However, in the Fifth plan period the 15-65
age group will increase so that expectations about a decreased
participation rate do not seem to be well-founded.

It is expected that the energy bottleneck will have been overcome
by the end of the decade. The 27,400 millicon kwh of electricity
produced in 1983 should rise to 50 700 kwh.in 1989, when industry
will have an uninterrupted supply to high cuality electricity.

The highest production-increases are planned in lignite, from

20.3 million tonnes in 1983 to 50.9 million tones in 1989; in
cement, from 13.6 million tonnes to 25.1 million tonnes; in

steel, from 3.9 million tonnes to 7.5 million tonnes;in PVC

from 41.5 thousand tonnes to 100 thousand tonnes; and in polyethiylene,
from 30 thousand to 130 thousand tonnes. :

The rnew Five Year Plan envisages moves towards an application for
full membership of the EEC, but it is emphasised that a step-by-
step approach will be needed to solve existing disputes with the
community before such an application can be made. The Plan, however,
draws attention to what it calls the possible negative effects of
Community membership for Turkish agriculture.

During the next five years, investments in agriculture which are
aimed at providing credits for producers and at processing and
marketing activities will be encouraged; agricultural co-operatives
will be supported. Emphasis will be placed on the production of
high quality seeds for crops directed towards the export market.
Seeds will be imported in the event that domestic supplies and
inadequate. Forelgn investments in agriculture will be encouraged,
as will be the raising of a second crop, most importantly of soya
beans, in the South and West, where such crops are already being
grown.

The plan envisages the manufacturing sector as the mest important
sector in the development of the Turkish Economy. The relative
importance of private sector manufacturing industry will increase
and private investment in food, textiles-clothing and forestry
products are eXpected tc rise rapidly.

The government clearly aims at introducing an economic structure
where Turkey has a share in the world market and where finances
for the economy are secured by rational economic means; rather
than by artificial means entailing a large foreign debt burden,
and leading to periodic balance of payments crises. The money
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taps in the domestic market will be controlled in such a way as
not to flood the market and fuel inflation,and it appears that

the government is determined to coordinate the relationship

- between monetary factors and growth very closely indeed. For the
successful realisation of these aims not only will a progressive
increase in savings, and the development of a sound capital mar-
ket, be needed but aiso foreign investment will have to be attracted
on an increasingly imvortant scale. At the present time, the
inclination to save cannot be said to be satisfactory and there

is still no established capital marketf. Great. responsibility falls
on business and industry in achieving the plan's aims. The manu-
facturing, transportation and housing sectors will play important
roles in achieving the targeted growth rate. At the same time, the
textiles sector will play an important part in achieving the targﬁ@d
export levels.

Even if it is by no means satisfied with the present situation,
business is fully aware of its increasingly important position

in so far as Turkey's development ig concerned and it will,
therefore, do its utmost to ride out the present storm. Furthermore,
it is unanimously accepted that a vitally important period of
planned development is about to be embarked upon.






APPENDI X II

The Method Used in Capital Stock Estimation

To obtain. a monetary estimate of the physical capital stock in
various sectors of the Turkish Economy, the below-outlined method
of estimation was employed.

The estimation covers a period of twenty one years from 1963 to
1983, '

1) As a first step, initial value of the capital stock in each
sector had to be estimated. For thls ‘the five-year average

of the marginal capital output ratio (mcor) was .calculated
for each of the sectors.

t= 1963, 1964, 1965, 1966, 1967

i= ith sector
where

mcor% = marginal capital/output ratio in sector i

Ii = fixed capital investment in sector i (current prices).

AY%=_éhahge in value added (output) in sector i (curirent brices)

' - 1987 i
(mecor™)* = ( Z_  meory)/5
i=1963
r(mcorl)* = flve year average of marginal capital/output ratio

in sector i,

2) (mcor )* was used .to calculate the initial (the year 1963) value
of the capltal stock

i ooi
Ko = Kigea (moor™ )+ Y1063

.where



3)

4)

5)
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Ki963 = initial capital stock in sector i
Y1963 = value added (output) in sector i.

The value of the capital stock for the . following years was
calculated using the sectoral investment and capltal consumption
allowance series:

i i
Kig63 = %o
i i i i
Kioga = Ko * 11064 ~ Pioe4
i _ Ll i i
Kiges = Kioea * 11065 ~ P1oes
i i i i
Kiosz = Kigsz * lios3 ~ Piogs3
where
DT = capital consumption allowahCe in sectof i

t

Using the same method of est*matlon and income, investment
and capital consumption allowance figures in 1968 prices,
capital stock figures in constant (1968) prices were esti-
mated.

The estimation was carried out for six sectors (both for
private and public sectors) and for the overall economy.

The first five year (1963-67) average of the shares of private
and publlc sectors in total investment were used t¢ obtain
sector's shares in total capital stock.
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December

January

January

30

12

" Finance and Customs, the State Plan-

198

The Money and Credit Board set up in
1980 and abolished in 1982 is re-
established. It is chaired by the
Deputy Prime Minister and made up
of senior officials of the Ministries
of Trade and Industry, Agriculture,

ning Organisation and the Office of
the Under-Secretary for the Treasury
and Foreign Trade.

A "Support and Price Stabilization
Fund" is set up at the Central Bank;
it derives its revenues from a 2
percent levy on the cif value of
imports (with certain exceptions)
and a levy on some agricultural
exports. The Fund will be used to
subsidise export oriented invest-
ments, certain agricultural inputs,
a new export insurance scheme and
the Housing Fund.

The 1984 Annual Programme is
published.

Fertilizer prices are increased by
60 percent.

A new Export Promotion Decree is
published. An Incentives Department,
attached to tke Prime Minister's
Office, is in charge of its
implementation, Incentive certifi-
cates confer the following benefits
on their holders:

- Credits from special funds, from
banks' own resources and rediscount
credits at special rates;

- Exemption from certain indirect
taxes and fees (banking and in-
surance taxes, stamp duty, etc.)

- Allocations of foreign exchange
(up to 50 percent of investors'
export commitment);

- Duty free imports
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Impoprts from countries with a State
trading regime may only be made by
trading companies whose exports
exceeded $ 50 million in 1983. |

Guarantee'depdsit rates remain at
15 percent for importers and 7.5
percent for industrialists.

Revenues arising from the surcharge
on imports are earmarked for a new
housing fund.

‘For exports, formalities are further
simplified. Licences are issued by
the Office of the Under-Secretary
for the Treasury and Foreign Trade,
or by specialised professional bodies
to whiceh this power is delegated.

Export price controls are applied
only to exports subject to licence.

The Export tax rebate system is
amended. For certain items, tax
rebates are calculated on the basis
of the cif value instead of fob. -
From lst April to 31lst August 1984
exporters will be entitled to a
rebate of 80 percent of the current
rates in vigour, and only to 35
percent of these rates as from l1st
September 1984.

gi}“The foreign exchange regulations
are made much more liberal. Resi-
dents and non-residents are allowed
to possess foreign currency and to
open foreign exchange deposit
accounts with the banks, with no
restrictions on the use of these
funds. Currency restrictions on
tourists travelling abroad are
removed; foreign currencies of up
to $ 1000 per person for each
journey may be purchased without
formalities from the banks.

Restrictions on the import of Tur-
kish Liras, notes, securities,
bills and other commercial paper
are abolished.
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December

29

@auNon—residents may, with the permission

%

of the Foreign Capital Department,
purchase real estate and participate
in investments in Turkey, buy shares
in Turkish companies, open branch
offices and operate as agencies or
representatives of foreign companies,
provided they import the capital.
Profits, dividends and proceeds of

"sales by foreign investors may be

transferred abroad or reinvested in
Turkey. .

Turkish residents may export capital
(in cash or in kind) up to $ 2 million .
with the permission of the Office of
the Under-Secretary for the Treasury
and Foreign Trade. For investments
exceeding $ 2 million, the approval

of the Council of Ministers is required.

Foreign credits may be contracted
directly by-authorised banks and
trading companies, as well as resi-
dents holding investment incentive
certificates. Interest rates, bank
charges and commissions are negotiable
and banks must make transfers of
principal and interest payments

from their own resources. The exchange
rate risk is to be becrne by the
interested parties.

Residents in Turkey, including Tur-
kish banks, may extend forelgn
exchange. credlts

The 19284 Import and Export Reglmes
are published.

For imports, Liberalised Lists I and
II are abolished and replaced by
three new lists:

- Prohibited imports (some agricul-
tural and textile products, arms,
drugs, etc.)

- Goods subject to a variable
surcharge (mainly consumer goods)

- Goods subject to licence(similar
to former LiWeralised List II)

Goods not included in either list
may be imported without restriction
(former Liberalised List I).
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October 25

November 3

November 12
November 18
November 19

November 30

Docember 13

December 19

.December 26

December 27

October 22

~
C;)fA major realigment of interest

(Or Exporters may retain up to 20 per-

The Decree-Law published in May for
the Reorganisation of the SEE is
confirmed by Parliament. ‘

A Savings Deposit Insurance Fund is
established guaranteeing deposits

up to TL 3 million, except commercial
deposits and deposits by banks'
principal shareholders, board members,
auditors and loan officers.

A Free 7ones Administration, attached
to the Prime Minister's Office, is
established. ’

Antalya and Mersin seaports are
designated as free zones.

Ministry of Energy and Natural
Resources determines the new petro-
leum selling prices.

The Social Insurance Law is amended.
The Labour Unions Law igs amended.

The government recrganises Ministries
concerned with the economy. The
Treasury Department. of the Ministry
of Finance and the Foreign Trade. De-
partment of the Ministry of Commerce
are combined to form the Office of
the Under-Secretary for the Treasury
and Foreign Trade; the Office is
attached to the Deputy Prime Minister
and has the main overall responsibilit
£or economic policy.

rates takes place. Interest rates
on deposits of 3 months notice will
be 49 percent and interest on time
deposits of 1 year 18 increased to
45 percent.

The banking transaction and insurance
tax rate is reduced from 15 to 3
percent.

Petroleum prices are increased by-
an average of 3 percent.’

Interest rates ou credits extended
by the Agricultural Bank are inc-
reased by 5-20 points.

Commercial banks may retain 89 per-
cent of their foreign currency
revenues. . -

cent of their export earnings.
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July 25

August 4

Aupgust 19

August 21

August 25

September

September 25

October

October

21

6

21

Prices of petroleum products are
increased by 10 percent.

Iron and steel prices are increased
by 12 percent.

New agricultural support prices are
announced for cotton TL 95 (+21 per-
cent), hazelnuts TL 175 (+17 percent)
raisins TL 158 (+20 percent), dried
figs TL 94 (21 percent), sunflower
seed TL 61 (+22 percent).

Overseas contractors are required
to recruit personnel through the
Employment Office and submit infor-
mation tc the Ministry oif Finance
in respect of compulsory transfers
made from workers' wages.

Council of Ministers' decision on
the liqudation of unguaranteed
trade debts is published.

Concil of Ministers decision with
regard to the establishment of
foreign exchange differential fund
is published.

SPO Encouragement and Implementation
Department's Communique relating to
temporary tax rebates on some goods
is published.

The government's Budget for the
fiscal year 1984 is approved.
Appropriations total of 3,250 TL.

A Decree Law regarding money lending
is published.

‘Communique regarding changes in some

clauses of the Central Bank Law is
published.

A Decree Law regarding the Stock
Exchange is published.

The suppert price for wheat announced
in Mey is increased by TL 3, raising
the average.price to. TL 31 per kilo
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May 7 Labour Unions, Collective Agreements
- Strikes and Lock-outs Laws are
published.

May 8 ) Ministry of Justice announces a
decree.related to minimum wage
tariffs.

May i8 A circular concerning imports with-
nwaiver" 1is published.'

May 20 ‘A Decree-Law for the reorganisation
of State Enterprises is published.
SEEs are divided into the following

groups: ' o

~ gtate Economic Enterprises:c@nmmdial
enterprises (SEE) whose capital
is wholly[owned by the State;

~ Public Economic Enterprises:pﬁﬂic
gervice enterprises (production
of basic goods and services
including monopoly goods)(PEC)
whose capital is wholly owned
by the State;

- Establishments: enterprises owned
by an SEE or 2 PEC; -

_ Attached participations:50 per-
cent OT more of the capital.
pelongs to an SEE or PEC;

—_Participations:between 95 and 50
percent of the capital belongs
to an SEE or PEC. ' _

May 24 Ministry of Commerce amounced 2
decree relating 1O Liberalization
List II. '

MinistTry of Finance announced 2
general decree relating to the
Fiscal procedures Law.

May 31 Electricity prices are increased
by 7-17 perCent.

June 1 ) Coal prices are increased by 20
r//;u?rrcent.

June 9 Tax rebates on exports of industrial

A goods and construction materials

are changed.

June 15 Interest rates are realigned.
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April 6
April 7
April 8
April 17
CApril 21
April 25

By a new Communique, overseas cont-
ractors are classified in four
groups; construction and maintenance
work; industrial and technical
installations; project engineering
and consultancy work; management,
operation and support work. For

the renewal of licences, contrac-

tors are to apply to the "High co-

ordination Board' presenting balance
sheets for the previous three years,
capacity reports and details of
bank guarantees and cash positions;
contractors with a sales volume of
$ 580 million or more receive
licences for an unlimited period.

An Authorization Law relating to
the restructuring of the Money and
Capital Markets is published.

The Ministry of Finance announced

a decree under which undeclared
foreign exchange holdings (held ‘
locally or abroad) may be deposited
at the Agricultural Bank as foreign
exchange deposits.

Foreign capital companies. are
allowed to utilise blocked funds
(in cash or in Kind) to increase
their share capital, provided that
foreign capital (in cash or in kind)
equal to at least. half of such
blocked funds has been imported.
Blocked funds will be converted

at the current exchange rate and

cannot be repatriated for five
years. '

Exceptions are introduced in respect
of the 2 percent levy on imports.
Imports of investment goods by
Government and by the private sec~

-tor for investments with incentive

certificates, as well as imports
of petroleum companies and imports
for national defence purposes, are,
exempted from the levy.

The support price for tea is inc-
reased to TL 72.50 (+32 percent)
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February

February

March

March

March

Maxrch

March

13

24

12

15

24

30

A Communique_relating-to the financial -
statements of joint-stock companies
is published.

The Reconciliation Law for the
collection of overdue public debts
is promulgated. All penalties and
other charges on overdue taxes and/
or undeclared income will be waived
if 25 percent of the original amount
of tax due is paid by 30th June
1983 and the remainder before the
end of 1984. '

A decree revising the interest
rates to be applied to the Central
Bank's advances against bonds and
gold is published. .

Interest rate on bonds sold to SEE's
by the State Investment Bank will

be 30 percent for 1983, it is
announced. '

A general decree relating to reva-’
luation of assets is published
under the Fiscal Procedures Law.’
Organizations with foreign capital
are allowed to revalue their assets
if they are full tax payers.

Cement prices are increased by 10
percent.

The support price for Black Sea
tobacco is increased to TL 365 per
kilo (+36 percent)

The Petroleum Law 1s amended :Turkish
Petroleum Inc. (TPAO) will be act

as the representative of the State.
Other public enterprises in which
the State has majority shares may

in future also be given 0il exploration
licenses. Foreign petroleum companies
may export 3D percent of crude oil
and natural gas extracted from fields
discovered after 1lst January 1980
and for offshore fields this ratio
is 45 percent; companies may hold
export earnings in foreign exchange.
The price of natural gas and petro-
leum consumed domestically becomes
subject to government regulation.
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January

January

January

January

February

February

February

February

14

23

24

30.

Sugar prices are increased by from
12 to 20 percent.

Foreign private credits in kind,

~i.e. machinery and equipment, may
be' contracted for investments

covered by incentive certificates.
The maturity of such credits may
not exceed five years, and interest
rates will be determined by the

Ministry of Finance. .

The reform concerning the revalu-
ation of company assets i€ promul-
gated. The value of fixed assets
acquired prior to 1972 may be
increased 11 -times; those acquired
after this date by 10 times to once,
according to the year of purchase,
The revaluation differential will
be added to nominal capital, but
cannot be distributed as a dividend.
Corporations and banks are authorised
to issue bonds against the revalu-
ation differential.

Reduced tariff rates to be applied
to Turkey's exports of agricultural
products to the EEC are determined.

- Prices of Tﬁrkish Monopoly prodﬁcts
~are raised by from 19-30 percent.

Capital Market Law Circular concerning
the amounts to be deposited with

the Securities Fund in buying and
selling of securities published.

Ministry of Finance announced four

.Communiqqes with regard to the

application of changes made in

: the Income Tax Law.

Daily wages used in the caleulation
of premiums and allowances of insu-

- red persons and determined.

Capital Market.Committee publishes

2 .Communique relating to the

‘Principles applied to joint-stock

companies in so far as their con-
forming with the Capital Market




CALENDAR O Main Economic Poricy MEASURES
1983 / 1984

January

January

January

5

1983

The Income Tax Corporation Tax
and Real Estate Tax Law are amended.

Highlights of the 1983 imports

regime. are:

- Liberalised List 1 is further
ehlarged by transferring 13 more
items from Liberalised List II

_ Guarantee deposit rates are
1owered from 10 to 7.5 percent
for industrialists and from 20
to 15 percent for importers

- Administrative formalities are
‘gimplified; import permits may
pbe extended by autrohised banks
without the prior'approvdl by
the Ministry of - Commerce;imports
by exporters with an incentive
certificate may be licenced by
suthorised banks.

Regulation for manufacturing in-
dustry was put in effect.

Exporters, contractors and others
earning foreign currency are allowed
to open foreign currency accounts
with authorised Turkish banks for
up to S5 percent of their annual
currency earnings.

Regulations concerning import pay-
ments are revised and the system
applied prior to November 1978 1is
re—establish for certain categories
of imports. Payments for imports of
investment goods for public and
private sector projects with in-
vestment certificates, and mili-
tary goods, to be made at the
exchange rate valid at the time

of foreign currency transfer. All
other imports continue to be paid
for at the exchange rate of the
day of Customs clearance.
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January 14

January 20

February b5

February 8

Trading companies whose exports in
1983 exceeded $ 50 million (of which
at least 75 percent must have con-
sisted of industrial or mining pro-
ducts) will be given special incentive
certificates, This limit is to Dbe
raised each year by 10 percent.
Companies so favoured may make imports
for export production using up to

50 percent of their foreign exchange
earnings.

The maturity of export credits at
special rates is reduced from twelve
to six months,.

Banks are no longer obliged to trans-
fer 20 percent of foreign exchange
earnings tc the Central Bank. The

new regulations permit banks to
retain up to 40 percent of foreign
currency assets less foreign exchange
liabilities.

The Law amending Income Tax Law No.
193 and Corporation Tax Law No.5422
is pubklished.

Interest rates on credits with
Treasury guarantee obtained from
foreign governments, international
institutions and foreign banks are
reduced.

. A General Decree under the PFiscal

Procedures Law is published.

Withholding tax rate on interest
earnings (time deposits, bonds etc)
is reduced from 20 to 10 percent,

Parliament passes law on wage earner's
income tax rebates. Rebates may be
claimed in respect of certain cate-
gories of expenditure (e.g. food,
durable consumer goods, heating,
education, medical treatment) and
are calculated on the basis of
invoices submitted with the tax
payers monthly net income as the
upper limit. Rebate rates are 10
percent for the first TL 30,000,

5 percent for expenditure in the
range TL 30,000 - TL 100,000;
approved monthly expenditure
exceeding TL 100,000 receives a
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February

February

February

February

February

February

March

March

March

12

15

16

21

24

25

15

16

rebate of 6.5 percent for the first
TL 100,000 and of 2 percent for the
balance. Payments are made on a
guarterly basis.

Import regime is changed; certain
pharmacenticals and raw materials
may be imported with special
authority.

A new law regulating forelgn trade
is put in effect.

The Support and Price Stabilization
premium applied to hazelnut exports
is changed.

The law on payment of public claims
is amended. All taxes, duties,fines
etc. may now also be collected
through commercial banks,

Central Bank rediscount rates are
further increased for short-term
credits, from 48.5 to 50 percent;
for export credits from 35 to 40
percent; and for medium-term cre-
dits from 50 to 52 percent.

Interest rates on one—monfh depo- .
sits is set at 43 percent per annum
from 1st March 1984.

The decree regulating the establish-
ment, organization, and operations
of financial institutions is
published. '

Changes are made in the decrees
relating to the coordination of
support for overseas contractors.

New interest rates for bank depo-
sits are announced; 47 percent for
time deposits of 6 to 12 months,
45 percent for time deposits of
one year.

Interest rates on private sector
bonds are increased to 58.5 percent.

General decree with regard to
income tax rebates is published.




March

March

17

21

The "Encouragement of Savings and
Acceleration of Public Investments
Law" is approved by Parliament.Under
the Law, the government is authorised
to issue "Income Sharing Certificates"”
in public works such as dams, power
stations, bridges, highways, etc.
Funds raised will be centralised in
a a '"Public Partnership Fund". The
sale of certificates, distribution
of revenues, and the setting of
rates and tariffs is under the
jurisdiction of the Supreme Board
for Public Partnerships.

The Withholding Tax of 25 percent on
refinancing credits is abolished.

The "Housing Fund Law" is approved
by Parliament. The Fund, which will
be used to finance the government's
low cost housing scheme will derive
its revenue from shares in the Pro-
duction Tax on Monopoly products
(15 percent)}, the refinery price of
gasoline (15 percent) aund of fuel-
0il (7 percent), the surtax on spe-
cific imports and a levy (at present
$ 50) on foreign travel from sales
of bonds issued for this purpose
and from .grants and donations.

General principles concerning the
application le egislation for the
establishment and operations of
private finance institutions are

.determined

A Communique on private finance
corporations is issued. These
enterprises may be set up in the
form of joint stock companies
having a minimum of 100 partners

‘and a capital of at least TL 5

billion, of which one quarter must
be paid up in advance and another
one-third within six months.
Finance corporations may accept

two kinds of deposits (in TL or

in foreign currency): current
accounts or participation accounts.
Ten percent of current account
funds must be held as cash reserves
and another 10 percent must be depo-
sited in a special account with the
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March 22
,March 29
March 31
April 1
April 12
April 14
April 19

Central Bank; half of the remaining
funds may be  loaned with a maturity
of more than one year and the other
half on short-term. Participation
accounts may be opened on the basis
of "profit and loss sharing agreements"
for specific periods; five percent
of these funds must be deposited
with the Central Bank; the remainder
may be extended as credits, subject
to Central Bank directives.

Yearly interest rate on bonds issued
by the State Investment Bank is fixed
at 30 percent. :

Petroleum prices are increased by an
average of 7 percent.

The support price for wheat is inc-
reased, on average, by 42 percent.
Half the purchase value will be paid
in cash, the remainder in two equal
instalments.

The minimun non-agricultural wage
for persons over 16 is raised to

-TL 24,525 per month (+51 percent)

Foreign Capital Department of the
State Planning Organization announces
the principles regarding foreign
capital investments (outside Law
No.6224 and the Oil Law). The
Department may issue permission to
any person or firm settled abroad
which invest a capital of at least
50 thoussnd dollars.

General decree under the Cofporation
Tax Law is published.

Law for the Protection of the Tur-
kish Lira facility concerning
exchange rate differentials on
foreign credits is put into effect

by a Council of Ministers' announcement.

The Incentives and Encouragements
Department of SPO includes trade
centre investments in the incentives
scheme.
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Aprii

April

April

May

26

28

29

10

11

23

The rate of interest on the TL
equivalent of foreign credits with
a minimum time span of 8 years and
three years grace period secured
for domestic investors in 1984 is
fixed at 26 percent.

Prices of hard coal, lignite and
ccke are raised.

Minimum monthly wage of agriculture
and forestry workers is fixed at
TL 20,100 and TL 13,350 respectively
for the over under 16's,

Council of Ministers' decision
determining the sources of Housing
Fund revenue is put in effect.

New interest rates for bank depo-
8its are announced. They are inc-
reased from 49 percent to 52 per-

cent for time deposits of 3 months
‘and from 47 percent to 48 percent

for time deposits of 6 months.

Central Bank increases its rediscount
rates. That applied to short-term
credits increased- from 48.5 percent
to 52 percent. That for export cre-
dits is increased from 40 percent
to 42 percent.

Total working hours are determined
as a maximum 45 hours per week.

Incentives and Implementation Depart-
ment of the SPO publishes a new
decree on export encouragements.,







STATISTICAL  ANNEX
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DOLLAR EXCHANGE RATE OF THE TURKISH LIRA
(TL per Z)

7th September 1946 2.80 4th hAugust 1980 80.00 (62.87)3
23rd .August 1960 9.00 11th October 1980 82,70 (65.19)°
11th Auqust 1970 14.85 26th October 1980 84.80 (72,50)3
28th December 1971 14,00 9th November 1980 87.95 (77.50)3
16th February 1973 13.85 10th December 1980 89.25 (78.66)°
15th August 1973 14.00 27th January 1981 91.90 (79.41)%
l4th May 1974 13.50 5th February 1981 95.95 (83.38)
20th September 1974 13.85 24th March 1981 95,65 (83.,12)3
17th April 1975 14.00 15th April 1981 98,20

8th July 1975 14.25 May .1981 1981  101.92

8th August 1975 14.50 1981 (annual average) 110.16
28th August 1975 14.75 ©ooL 93.67
28th October 1975 15.00 02 101.99
15th March 1976 15.50 03 117.85

4th ppril 1976 1A.00 04 _ 127.13
27th October 1976 16.50 1982 {annual Average) 1l60.76

1st March 1877 17.50 0l 140.83

21th September 1977 19,25 02 151.54

lst March 1978 25.00 03 169.83

10th April 1979 26.50 (47.10)% o4 180.86
10th May 1979 26.50 (42,10)1] 1983 (annual Average) 223.80
10th June 1279 47,102 o}t 192.51
25th January 1980 70.00 (55.00)3] 02 210.81

2nd April 1980 73.70 (57.90)3] 03 233.06

9th June 1980 78.00 (61.30)3] 04 258.83

l.Premium rate for workers!

at TL.35.00.
3.For imports of fertilizer and agricultural pesticides.
4.Since lst May 1981, the exchange ratehas been adjusted on a daily
basis. The figures shown are averages of the daily exchange rates.

Source:

Central Bank of Turkey.

remittances and tourism revenues.
2.For exports of traditional agricultural foods and imports of petro-
leum and its products and fertilizer raw materials g parity is kept
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TUSIAD "Tiirk Sanayicileri ve 1s Adamlar ljernegi" ot
'Turkish Industrialists and Businessmen's Association”
as founded in August 1971 by the leaders of Turkish

T?L;}SI-AD is a non-profit and independent organization.
n sérving the various groups to which it is accountable,
t-seeks to improve the quality and effectiveness of
nterprise through development and dissemination
of - objective information. It also - creates broader
understandmg of business and economic activity.

Its' fundamentat purpose is to promote public welfare
gh free enterprise by bringing together the
periences and views of those engaged in industry
and business. It conducts research in the fields of
nomic outlook and trends, . fiscal and monetary
developments, marketing,  industrial ©  stotistics,
rnahonal economics, public affairs and other related
areas, The Association carries out its research work in
ntlflc manner and handles confidential information

‘economic policy, business prospects and exécitive
expenences are discussed.

The news media are an important, link in _ the

results of the research 'programmes are mailed to
e_s, the academic world, government officials

‘W AT-'I‘HE "BY LAW" SAYS |

tives and Aims of the Association

The objectives and aims of the Association are to
ibute to the democratic and planned development
urkey. It seeks to accomplish this in keeping with
rinciples of market economy, in conformity with
Ataturk's principles.

;'\

- _Association recognizes’ the industrialists as the
ing: power in the development process. It pursues
the aim of bringing together, within the Association,
urkish industrialists of the public and private
¢étors;, professionals, acadericians and strengthening
'Qt:ratic government and [rée enlerprise. The
on's objectives include every effort requiréd
organization and development of free enlerprise
ntérests of the country.

* The Association believes Lhat economic, social and

“be independent, as it is, it draws its finaneial support

Functions.of the Association®
* In order to attain itls objectives along the lines of the .
market economy principles, Lhe - Association
emphasizes the. vital importance of free enterprise
for the national economy dnd social structure. it
urges and encourages free enlerprise lo discharge
its responsibility towards the development of the
country, in line with national interests, :

-cultural development within the economic power of
this. country can be materialized following ‘the .
example set forth by the free world and throwgh -
democratic processes, In addition, it stresses the need
that nationa) savings be increased and channeled into
a capital market open to the public.

# Acknowledging the urgency of our educational
‘problems, the Association endeavours to be of
assitance in the field of education and traning.

* With the firm belief thal- Turkey "must havea
balanced development in a setting of social security,
and that capital, labour and enterprise . are
complementary essentis! elements, it econtribules
to the development of employet-employee relations
in order to cause the most profitable and beneficial
impact on the overall development of the country,

* Engages in activities to channel investments toward
priorities of public interest and toward those
preductive areas that give impetus to exporls and
earn foreign exchange, and which contribute to
development plans.. Cooperates with private and-
public organizations which are concerned wilh
industrial development. ’

* Provides guidance and counsel in order that the
commercial and industrial enterprises of Turkey,
an associate member of the European Economic
community can build up competitive power- both
in and outside the Community.

* With a view stimulating the Turkish economy, takes
the initiative in learning and evalualing the points of
view available to be used by the relevant government
offices; engages in puidance uactivities in the
reoganization of the industrial structure. .

* ‘Makes use of such publicity media as radio and 'I‘V
newpapers, books and brochures to promulgate |l.s
objeclives and activities; arranges meetings, courses,
-seminars, lectures and conventions, ‘

* Cooperates with domectic and foregin private and
public institutions, chambers of commerce and
industry, stock markets, professional associations,
foundations or sets up new liaison with them or
establishes organizations under its sponsorship.

WHAT TUSIAD DOES ;

Evet since TUSIAD's foundatién in 1971, it has been a
fundamenta! tenet that the public will share the
knowledge 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 economies, and it has been TUSIAD's
specizl mission to further this understanding among
all groups. To do this effectively requires that TUSIAD

from many divers sources. It studies economies and
business, not a spokesman for, but it advocates generally
the "free enterprise”. Its published research presents

s



facts; users of these facts develop their own conclusions
85 to how to apply them. TUSIAD conferences provide
-opportunity for participants to share their experiences
with each other and with other elements of society, and
for sociely to feed’ils reactions and opinions back to

“free enterprise’. TUSIAD views business, economics

and society through a wide-angle lens, focusing its
examinations primarily on questions of nationl and
international significance. :

This effort is supported by a full.time staff in the
“Istanbul headquarters, The staff is engaged in producing
information through research or communicating
information through publications, meetings, news
releases, and other channels, .

*The greatest -part of its income is from annual
subscriptions by ils 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

fundamental purpose is "to promote public welfare"

It pledges TUSIAD to carry on its work in the open-
minded and-straight forward spirit which characterizes

all efforts to seek, to learn and to promulgate the

truth.

ot
. Delivering information -
Publicatians, meetings and news releases are the primary
means by which TUS{AD shares business and economic
"intelligence with its various audiences.
- * TUSJAD regularly receives a great variety of
statistical series and analyses deseribing what is
happening in significant segments of the economy.
They are of special value to Parliament and
government members, government . officials and
private sector executives, economists and other
professionals in both the public. and private sectors,
and to the news media,

Pubhc‘ltlons

TUSIAD delivers published research and int‘ormatlon .

in a variety of forms - t'rom single sheet tables,
charts or text to major studies running to several
hundred pages. The flow of shis material is
continuous throughout the year, with TUSIAD
distributing  roughly  200.000 published items
annually to members and Associates and others
in the country and around the world,

TUSIAD reports are for  lay .sudiences and
considerable effort is devoted making them clea:,
concise and objective, -

Among TUSIAD economic series and reports'are :

* GORUS

A monthly review of economic top:cs _ :
In the best contemporary magazine journalistic
tradition, the  professionally edited monthly
magazine, GORUS carries articles by researchers
from many fields of endeavour. This is a publication
of factual presentation. Every month 5.000 copies
_are printed for'country-wide distribution.

© * Sector studies

Public information >
TUSIAD conducts A very active information prog

~ for news media in Turkey and throughout the wo

* which are acceptable to the media and understandable

"objective source of information for the general: publ

"Conjoncture’ Reports :
TUSIAD economists carefully study the economic

conjoncture within = Turkey as well as__,th,e
international developments and publish
canjoncture reports. Throughout the years, these

reports have had a-wide dlstrlbutmn

3

TUSIAD also publishes various sector studies whlch
- examine both the bottlenecks and the opportumtles_
existing in different sectors of the economy. '

Occasional Papers on Current Economic issues . .
As soon as an economic issue gains popularity in
the public opinion, TUSIAD publishes a thorough
study on the subject trying to provide the mi
updated information. Such occasional papers (usually
ten or so within a year) are highly welcomed. by the
economic media in Furkey, : -

) Annual Economic Country Reports (in Eugl!sh)'. _
Every year an English Report is publishéd co(rermg"; :
the social and economic aspects of the developmentﬁ'
in Turkey. . ‘

Momtormg Government Activities '

The Five Year Development Plans,Yearly Econom
-programmé  and the State Budget, which hay
enormous influence on the state of the Turki
ecoriomy, are throughly examined by TUSIAD n
every stages of .their development. Each year
TUSIAD prepares and publishes highly researched
studies presenting different views for the discussmn
of these documénts and setting. out the umofficial

oplmon of the business community o these public
. issues,

In keeping. with its responsibility to enhance publle
understanding ‘of- the business and economic syster

Releases are _drafted for most TUSIAD _stud
presenting the major findings in language and. st

to the general public. They are distributed regularly
to editors, writers, columnists and opinien. leaders: of
newspapers, magazines, radio and television news
syndicates, and wire services here and sbroad. Membierg
of the working press are welcome to anything that
TUSIAD publishes and are encouraged to use TUSIAD,
as an information resource when facts and perspectwes
are neéded. Senior vesearch specialists devote ah
appreciable amount of time to assisting news peopl ]
either with interviews or with background informatio
The press both in Turkey and abroad, make constant;
use of TUSIAD research and conference hddresses: .
the factual “basis of news stories, editorial comm'
feature articles, and broadcasts on the course of busme
and the economy. Tlits widespread use of TUSIAD wi
provides a- measure of TUSIAD acceptance as

as well as for the public and the private sectors
business and mdustry
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Seminars _
Seminars are important means of . communicating
.- infoitmation developed by TUSIAD. They areé intensive
~ instructional vehicles designed to broaden participants'

understanding of spemt" ic issues.

Meetings
. Each year TUSIAD conducts several meetmgs in various
. - locations around the country. Each session is attended
" by many members, chiéf executives of major public

and private corporations, university ‘professors, editors .

w- . of the news medig, 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

B experiences and to share with their peers their opinions

Y. on the emerging business. social-political issues of the
-%. times. .

" 'Speakers are drawn from business, labour, government

o 'acedemies, foundations, associations and other sources

. of expertise, Audiences of several hundred are usual.

I “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

L "~ TUSIAD meetings generate ideas or provide perspective’

h ,fbt the‘-:es'earch programmes,

,_'P'mmotmg Better Understandmg Between Business
- - and Government

", 'With the growing need for involvement in public policy
. issiés by private sector . leadérs, TUSIAD  carries
. .programmes -in order to coniribute to professional
;7. development and communication in this field, .

.. - Sharing With Others | .
In the bhroadest sense, information developed by

-are not copyrighted, and everyone has the right to

o quote from or to reéprint this ‘material. This is done

~."in ‘the belief that other responsible parties can heip

2 TUSIAD to achieve its mission of. creating broader

"% 'anderstanding of business and economic activity.

. Schoiars are frequent users of TUSLAD 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 objectivity
and scientific methods:

‘WHERE TUSIAD STANDS
“In Turkey, the share of the private sector in the value
. added of the manufacturing iIndustry is around 70
=7 - percent. TUSIAD members, through the associate
.. companies, represent about half of the production and

.employment of large manufacturing industry. But also
-through  associate member companies, TUSIAD
represents major proportion of the private sector
‘banking . community, insurance compames, the
construction  sector and other service sectors. The
members of TUSIAD are not more than 216 but the

‘was founded in August 1971 under the "Voluntary
Associations. Law" of Turkey. Its membership is

- Chambers of

TUSIAD belongs to the country, TUSIAD publications

humber of associate companies is about 1000, TUSIAD

voluntary as well, and candidates for membership
are according to TUS!AD s by law carefully examined
and eventually.accepted by its Board which is composed
of leading industrialists and businessmen of Turkey.
Members can only be individuals therefore companies
are represented in TUSIAD through (heir main
shareholders, presidents, chairmen or top managers.

The principal business and . professional organizalions
in Turkey today are:

Chamibers of Commerce

. Chambers of Industry
Commodity Exchanges

Chambers of Shipping

lt is compulsory for every' busmessman and company Lo
join hisftheir local Chamber {or Chambers),

These Chambers are all affiliated to The Union of
Commerce, Industry = and Shnppmg
Commodity Exchange of Turkey.

. Tradesmen's Assoc_latlons

Craftsmen's Associations
Tradesmen's Crafismen's Associations,

Everyone with a commercial, industrial or professional
activity must join his or her appropriate association
and all these associations are in turn members of The
Turkish Confederation of Tradesmen - Craftsmen.

Chambers of Agriculture :
Although  membership is not compulsory these
Chambers are representatives of farmers country-wide

and they are affiliasted to The Turkish Union of .

Chambers of Agriculture.

Employef Associations
Federations of Employers' Associations _ _
Membership of these bodies is not compulsory for

-employers but their confederation, The Turkish’

Confederation of Employer Associations, is .for

employers the nationally recognised representative -
body in so far as collective bargainmg and labour -

relations, ete. are concerned

The Free Enterprise Council has the participation of

The Union of Chambers of Commerce, Industry.
Shipping Produce Exchange of Turkey,

The Turkish Confederation of Employer Associations.-

The Turkish Confederation of Tradesmen-Craftsmen

The Turkish Union of Chambers of Industry  and

TUSIAD. . . :

Free Enterprise in the broadest possible Sens'e. '
The Council is thus in a position to represent

Al TUSIAD members, personally. or through their
companies, are members of at least one of the Chambers

mentioned above and most of them are elso members -

of one of the employers' assocations,

State Economic Enterprises must join -“their local
Chambers and may also join one employers’ association
in their field of activity,
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Bedrettin SZTEMIR
Hiiseyin OZYAVUZ
Hiisnii SZYEGIN
Hiiseyin Tagkin PEKCAN
Yiiksel PULAT

Erol SABANC] .

“ Giiler SABANCI
Sakip SABANCI
Altan SAGANAK -
Faruk SARG.

Sefa SELGEGEN -
Kamuran SERTEL
Erol SIMAVE

Alev SONAT
Diindar SOYER
Ertugrul SOYSAL _
Sabahattin _SUNGUROGLU
Fuat SUREN
Ayhan SAHENK
thrahim SENSOY
Ziihtii SENYUVA
Turgut M.GEYHUN
Mehmet SUHUBI
Fethi TANALAY
Sabri TANIK

Ziya TANSU

Sinan TARA

Sank TARA
Bahattin TATIS
Necip TESAL

Cetin TOKCAN
Enis TOKCAN -
Nail TOKCAN
Sevki TUNCEL
Nezih TUNCSIPER
Kaya TURGUT
Oktay TUREGUN
Ayhan ULUSOY
T.Giingor URAS .
‘Ahmet UZEL

Sabri ULKER

Ayhan UNLER
Giinay UNLUSOY
Temiz USTUN
ibrahim UZUMCU
Ferdi VARDARMAN
Mustafa YALMAN
dris YAMANTURK
Tezcan YARAMANCI
Ozdemir YARAR
Memduh YASA
Selguk YASAR
Selman YASAR
Mehmet YAZAR
Ertnan YERDELEN
H.Melih YILDIZLAR
Atilla YURTCU
[Tayyar ZAIMOGLU
Mazhar ZORLU
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