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SummMARY AND CONCLUSICNS

Thus far in the nineteen-eighties, 1984 was the year with the
most positive results in so far as Turkey's econamic growth was
concerned. The highest development rates since 1977 were attained
in- all sectors except construction and mining. According to the
State Institute of Statistics' latest estimates, at fixed prices,
GNP is reckoned tc have grown at a rate of 5. 9q in 1984. This is
an improvement of almost 50% on the 3.3% growth registered in 1983
In the important agricultural sector, growth is estimated at 3.7%,
which compares very favourably with the sector's 3.4% average annual
growth over the past two decades. In the industrial sector, growth
was 8.8%, the best of any sector of the economy; this was achleved
largely because of an extraordlnarlly good performance by the manu-
facturing industries, where growth rose from 7.5% in 1983 to no
less than 9. 3% in 1984

. The returns for the year 1984 show that sales lagged behind
the production rate. Although capacity utilization in the manufac-~
turing industries was higher, overall, than in 1983, it fell continually
in each quarterly period of the year. Stocks in the manufacturing
sector increased to TL 65.7 billion, an amount which eguals 2.7%
of the year's productiodn. The addition to stocks was of 6.5% in
the first quarter, fd4lling to 4.0% in the second and rising again,
to 5.8%, in the thlrd quarter of the year.In the last quarter of
1984, stocks decreased.by 2.2%.

. Total fixed capital investment fell below the average of
approx1mate1y 20% of GNP which was registered during the perlod
1974-1982. The regression was of about 10%, so that total fixed
capital investment in 1984 amounted to only 18.3% of GNP.

The private sector's share of fixed capital investment had
stabilized at around 38%/40% of the national total in the three
previous years, but in 1984 it moved up to 41.1%. This was not
because of an increase in private investment but the result of
less public investment and a corresponding decrease in total
fixed capital investment.

The construction sector remained depressed in 1984; in fact,
growth. amounted to only 0.6%, as in 1983. Whereas the floor area
of completed buildings increased by only 0.5% and the number of
buildings completed by 4.8%, values per sq.mtr. increased by 50.5%.
On the other hand, new building construction permits issued rose
by 8.4% in number and by 60.9% in value as compared with 1983;
but floor area increased by 10.1% and average costs per sq. mtr
were higher by no less than 46.0%.
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A1l the indices used as indicators of inflation show that the
annual rate of inflation, which had been pulled down to around 30
percent in 1982-1983, accelerated again last year. The various
Indices show that, in 1984, prices increased by between 43% and
52%, although 50% is probably nearer the actual rate of inflation
than is the average of these two figures,

The note issue increased significantly in 1984, by 188.4 billion
TL to a toftal of 918.9 billion TL at the year-end. At the same
time, bank vaults decreased overall so that the amount of money
actually in circulation increased at a faster rate than did the
note issue. '

Continued application of tight money policies limited the narrow
definition M1 money supply* rise to 13% over the year; the note
issue increased by 25.8% and money actually in circulation rose
'by 42%; on the other hand, commercial and savings sight deposits
fell by 15.6% and 36.6%, respectively, whilst savings time deposits
went up by no less than 107.0%. Even so, the M2 money supply** rose
by only 48.8%, which is marginally less than the December-on-December
inflation rate of 48.4% as measures by the Treasury and Foreign
Trade Under-Secretariat's Wholesale Prices Index.

In current values, total Central Bank credits to the public
sector increased by 18.2% whilst those to the private sector fell
by 25.1%. These figures alone are sufficient to show the far greater

extent to which application of the tight money policy has negatively
affected the private sector.

In the capital markets, business in bonds was less important
during 1984 and there was little activity in shares during the
second half of the year. But, in general terms, the high cost of
credit and the restrictions on credit resources mean that FTirms
and companies seeking fresh capital injections still tend to issue
bonds rather than look for new shareholders.

The pessimistic predictions made at the beginning of 1984
about Turkey's foreign economic relations proved to be unfounded.
In spite of  the reduction in rates of "drawbacks" {of the national
taxes and charges element of FOB costs), exports increased by 24.5%
to $ 7.1 billion (or, according to the new balance of payments
definition which now includes "transit" income in export figures,
to $ 7.3 billion), covering imports as to 66.3% and made up as to
no less than 72,0%by industrial goods. Imports totalled $ 10.7
billion CIF ($10.3 billion FOB), an increase of only 16.5% notwith-
standing the freeing of imports of a wide range of luxury and other

*M1 (narrow definitjon): currency actually in circulation, commercial and
savings deposits at sight with the deposit banks and "free" deposits
with the Central Bank.

*¥*M2 is Ml plus time commercial and savings deposits and Certificates of
Deposit with the deposit banks.
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1ess~essential_goods which had previdﬁsly been prohibited. There |
was -also a significant (21.2%) increase in workers' remittances,
to a total of $ 1.8 billion,

The foreign trade deficit rose by only some 3.3%, to $ 3,623
million, but the (old definition) current account balance - is
reckoned at § 1,972.9 million and, given Turkey's foreign debt
servicing commitments in the coming years and the increasing
protectionist trends in world markets, the authorities must take
every possible measure to ensure that no serious external account
problems arise in the medium-term. That said, however, it must
also be emphasised that currency reserves now stand at a higher
level than ever before and even of the export and other foreign
exchange inflow targets for the next year or two cannot be met,
there is no question of any serious currency shortages in the
short-term,

The high 1984 growth rate of the economy continued during
the first half of 1985, and was especially pronounced in the
agricultural sector, right up to the beginning of the rew year's
harvest. - '

The recession in the construction sector continues its
unfavourable effects on the economy as a whole as well as on
all the production sectors providing inputs to construction.

However 3.0% more construction permits for 29.0% more floor
area than in the same period of 1984 were issued in the first
quarter of the year

Investment incentive certificates issued during the first
five months of 1985 represented a total proposed investment of
745 billion TL in 734 projects; in value, the five months, total
was higher by 144.0% than that for the same period of last year.,
The share of new investment projects increased substantially in
1985 after having remained low for two consecutive years in 1983
and 1984, meaning that there has been a revival of the propensity
to invest in new rather than expansion projects

In the first five months of 1985, Consolidated Budget revenues
increased by 59.1% as compared with the same period of last year
and, within the total, tax revenues rose from 886.8 billion TL to

1302.3 billion TL.

Detailed figures for industry as a whole are not yet available,
but SIS returns show that in the first quarter of 1985, production
of 13 out of 28 principal industrial commodities increased in
comparison with the same period of 1984; the biggest increases
were in output of ammonium sulphate, "super" grade gasoline, and
steel plates.
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Open unemployment increased by 31.4% in the twelve months to
March 1985, the rate for females being higher than that for males,
On the other hand, according to the Labour Placement Office, demand
from employers and placements made were. considerably below . the
levels of the previous twelve months and this applied to both
the public and private sectors. : : :

Higher agricultural production has shown up favourably in
the price indices. The terms of trade reached a peak of 78.8 .
in May 1984, under the effects of the poor 1983 crops but showed
a continuous decline throughout the second half of 19284 and the
first half of 1985 and were sustained at around 73.7 1in '
May 1985, On a tiwelve months' basis, the inflation
rate measured by Treasury and Foreign Trade under-secretariat was
reduced from 59.4% in May 1984 to 38.3% in May of this year, due
almost entirely to the faet that food prices' inflation fell from
76.0% to 34.2% over the same periods. On the other hand industrial
raw material prices increased by 41.8% in the year to May 1984 and
by 43.7% in the following twelve months. '

So far in 1985, the monetary authorities have experienced .
even greater difficulty than previously in keeping monetary expansion
within reasonable limits. ' ‘

in the twelve months to May, the note issue increased by no
less than 51.6%. In the first half of this period, banknotes 1in
actual circulation showed a still more marked rate of increase
as the banks found it necessary to reduce their cash reserves.
The M2 money supply increased by 19.0% in the first five months
of this year, as compared with an 10.6% rise in the corregponding
period of 1984. The rate of increase in the monetary base also
accelerated in 1985, '

Total bank deposits recorded a 19.1% increase in the first
five months of this year, which is a substantial improvement on .
the 11.0% rise rate for the same period of 1984. Within the total
however, time deposits, which last year rose by 53.1% in response
to sharply increased interest rates, advanced by only 31.3%

Total bank credits increased by 9.7% in the first five months
of this year; deposit bank credits rose by this same percentage
and development and investment bank credits showed a 10.0% increase.
During the same period, Central Bank direct credits were lower by
3.5%, meaning that the total ¢redit stock within the econcmy rose
by 7.4%, as against 10.3% in the January-May period of 1984.

On an annual May-on-May basis, the total credit stock grew
by only 19.6%} bank credits rose by 20.0% (deposit bank credits
by 17.6% and development and investment bank loans by 34.4%) and
Central Bank direct credits By 15.7%. In the same twelve months
period, the rate of inflation - as measured by the SIS Wholesale
Prices Index - was 44.6% so that, in real terms, the credit stock
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decreased by some 17.3% and, within this overall rate, deposit
bank credits fell by 20. 0%, development and 1nvestment bank credits
by 8. 5% and Central Bank direct credits by 19.9%

_ Also as measured by the SIS Wholesale Prices Index, the
inflation rate for the twelve months' May—on—May perlod was reduced
from 59.4% in 1983/84 to 38.3% in 1984/85 and prices rose by 18.9%
in the first five months of 1985 as against 27.5% in the same period
of last year. By far the most ‘important contributor to this downward
trend was foodstuffs, prices of which rose by 34.1% in the first
five months of 1984 and by only 19.1% in the corresponding period
of this year. Industrial raw material prices rose by 18.6% in 1985,
as against 19 8% in the first five months of last vear.

The fall in the inflation rate is also confirmed by the Cost
of Living Indices, especially by that for Istanbul; this shows
that the inflation rate for the twelve months to May was down from
48 .8% to 41.6%. The Ankara Index shows a less marked fall - from
48.5% to 45.3%. '

. The price of gold ingots in the domestic market followed a
course parallel to that of the international market in the first
four months of 1985; from January to March it remained below the
end-1984 level but there was an upward trend from April onwards.

In so far as the Lira is concerned, its dollar value (as
denoted by the Central Bank's own buying rate) fell by 48.0%
between June 1 of last year and May 31, 1985 and by 18.3% in
the first five months of this year:.

During 1984, export earnlngs increased by a highly satisfactory
24,5% but it must be accepted that an increase of this magnitude
is out of question this year. In fact, the present indications
are that the Development Programme target of $ 8.3 billion will
certainly not be met and it is most probable that Turkey will
slightly exceed last year's total of $§ 7.1 billion. Whereas
earnings increased by 23.4% in January of this year, the four
months' total was 4.7% below that for the January-April period
of 1984, So-called "fictitious' exports ( transactions aimed at
illegally earning additional export ''drawbacks'") tended to swell
the returns for the first quarter of 1984 and this explains to
some extent the adverse trend so far in the current year, Other
factors include the reduction of the rates of '"drawbacks" on
exports of manufactured and processed goods and, of course the
continuing tendency towards protectionism in many countries.

Imports during the first four months of the year were wvalued
at $ 3,362.3 million, an increase of only 8.3% over the same period
of 1984; in fact, April imports were down on last year's. It is
reasonable to expect that the Development Programme target of an
imports total of $ 10.95 billion will be met but not exceeded,

The foreign trade deficit for the first four months increased
by 58.7% as a result of the developments outlined above, from
$ 637.5 million to $ 1,011.9 million.

Another favourable economic factor in 1985 is the 34.4%
increase in the amount of income from abroad, especially the
continuing rise in workers' remittances. It seems to have been
firmly established that, with a- measurable time-lag, increased
remittances bring increased consumer demand in their wake.
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There is no doubt that the.biggest setback to the economy in
1984 and the first quarter of 1985 was the failure to curb the
rise in prices, and reduce the rate of inflation, Whilst the previous
upward trend has now been reversed - as stated above, the May-
on-May inflation rate was reduced from 59.4% to 38.3% - and it
is naturally to be hoped that this movement will continue, it
is cogent to consider some of the factors which were responsible
for last year's re-acceleration of the inflation rate:

- It is possible to argue that the stance of the monetary
and especially fiscal policies pursued were not sufficiently
"anti-inflationary" in themselves.

-~ The deflationary and demand-reducing effects of the "high
"interest rate" policy soon began to weaken and it is clear that
high interest rates are no longer an effective brake on inflation,
since they influence prices on both the supply and the demand sides.

- Inflation has also been fueled by the spiralling depreciation
of the Turkish Lira against the US dollar and other major currencies.

- The State Economic Enterprises, which account for nearly
half of Turkey's industrial output and produce many of the basic
inputs for private industry, contributed in no small measure to
the overall rise in costs by making sporadic and often substantial
price increases throughout 1984 and the early months of this year.

- In some agricultural products, the growth in export demand
created relative shortages at home which also prompted higher
prices. This has not however been a factor of equal importance in
recent months.

— The government itself failed to change generally held
inflationary expectations;in fact, by issuing Treasury bonds with
interest rates of up to 55.0% tax-free it seemingly openly ignored
its own end-1984 inflation rate target of 25.0%.

Mid 1985, bank interest rates have been re-adjusted with a
view to encouraging medium- ard long-term rather than short-term
deposits and the banks have also been authorised to deal freely
in foreign exchange on current account. These two moves should
support the downward trend of inflation but at the same time,
the most recent Treasury short-term bond issues have carried tax-
free interest rates above the 50.0% mark.

Assuming that there will be no major deviation from the 1980
stabilization programme, TUSIAD forecasts that in 1985,

- GNP{(at constant 1968 prices) will grow at 4.8-5.2%.

- The rate of inflation will be around 38-42%, well above the
government's initial target of 25%

- Imports will reach $ 11,0 billion and exports $ 7.3 billion,
leaving a foreign trade deficit of around $ 3.7 billion.

(See Appendix I for detailed forecasts)
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It is to be remembered that the economy has been faced with
three major crises in the past three decades as a result of foreign
exchange difficulties. For the present attempt at development -and
attainment of the untrammelled economic take-off which has eluded
Turkey for so long to be successful and for a smooth passage through
the remainder of the eighties, every possible precaution must be
taken to reinforce further the foreign exchange situation. As has already
been stated, the short-term situation is perfectly sound but steps
must he taken to ensure that rational use is made of currency
resources, whilst at the same time bearing in mind the ultimate
goal of external convertibility of TL. TFrom a very low base,

imports 6f consumer goods increased by 95.0% to $ 474 million
(4.4% of total imports) in 1984; the percentage of total imports
will be higher in 1985 but. at the same time, it must be said

that the authorities are gradually making better or more realistic
use of the financial curbs on imports which have replaced outrlght
prohibitions of strict controls on import volumes.

The economic stabilization programme whlch has been applied
since 1980 is aimed at giving Turkey a true, outward-oriented
market economy; it involves great structural changes in the eco-
nomy, along with the control: of inflation. Already, the domestic
market has beenfreed of most of the administrative restrictions
which previously hampered business initiative and activity and
for the first time in half a century the Turkish economy has been
opened up to international market forces. It has been opened up,
too, with the extension of a genuine welcome and liberal encouragements
to forelgn capital; and this welcome now encompasses all branches

. of the trading and servicing sectors. The opening in 1986 of
Turkey's first "free zones" will be yet .another attraction for
foreign investors.

: Slnce the beglnnlng of 1980, the number of foreign 1nvestors
has risen from around one- hundred to 215 and, even more significantly,
the volume of foreign-investient has 1ncreased from $ 228 million
to $ 1,204.3 million at the end of 1984.

Compared with some other countries with similar economies,

this latter figure is not in itself especially-impressive but.
" the growth in the foreign investment '"stock' is all-important

and is an indication of the increasing confidence placed in
Turkey by the world's investors. Of particular significance is
the fact that one of the biggest single groups to be attracted

by the opening up of the Turkish economy are the financial institutions,
Already, no less than fifteen foreign banks and two Middle Eastern
financial enterprises are active in Turkey and several more will
be established within the course of the coming months. Taking into
account, too, the political uncertainties facing many neighbouring
countries, 1t is reasonable to expect that Istanbul will very soon
become the undisputed financial centre of the Middle East.

The geographical utilization of resources is changing and

. production facilities are moving into fields of higher productivity.
Within this dynamic process of change, it is very important to
provide for the free movement of the means of production and of
“the rapid adjustment of those factors affecting production. The
price structure must be revised so that ‘it permits -of the fixing
without delay of the new prices dictated by changed and changing
conditions. Development without inflation calls for the use of
measures limiting demand and expahding production to the optimum
extent necessary for Structural change to be accomplished at the
broper time and without loss of economic and financial stability. .



Meantime, the private sector's share of total investments is
stabilizing at around 38 to 40 percent. Since it is illogical to
consider new investments before existing unused .capacity in any
one sector is again productive, it would be appropriate for additional
incentives to be offered with a view to encouraging the full use
of present production capacity. This suggestion of the addition
of further incentives to those already provided under the present
investment encouragements scheme is not to be interpreted as
proposing the giving of new life to old plants but rather as
assisting the re-opening of idle plants and capacities in cases
where promising potential cannot be taken advantage of because
of lack of appropriate financial means. _ '

Larger than expected Treasury deficits have appeared in the
past year and more, not only because increased Budget expenditures
could not be avoided and a reduction in payments could not be
managed, but also because some tax revenues actually decreased.

The public sector's deficits were and are still being made good

by bond issues carrying more attractive interest rates than those
ruling in the market and this significantly Testricts, the private
sector's borrowing possibilities.

Furthermore, because of the existence of special funds managed
from outside the Budget, the extent of State revenues and expenditures
were -and are- expanding every day and the true state of the
Treasury's finances cannot be followed from the statistics available.
This calls for an urgent approach to the question of integrating
and modernizing the public finances' control system., A small group
-of economists and other experts must be appointed to prepare cost
benefit analyses in the ministries and a fresh evaluation of current
account expenditure and capital transfer items must be made from
the viewpoint of maximum overall economic benefit. Some short-term
adhoc measures have been taken to minimise expenditure but the
work of the budget.  and Audit Departments must be re-organised
in order to cope more effectively with present-day conditions.

There is an urgent need for the preparation of a comprehensive
programme for wider coverage by taxation and for the reduction of
the still widespread tax evasion. Provided it is applied in the
disciplined and comprehensive manner which is called for in the
relevant legislation, the Value Added Tax which was introduced
from January 1 of this year should, however, bring about a signi-
ficant reduction in the volume of tax evasion. Several additional
- and more effective fiscal policies are now in fact envisaged, along
with much more realistic penalties for tax evasion and delays in
settlement of fiscal commitments.

It is essential that greater efforts be made to ensure the
operation of the embryoc capital market at the level which had
originally been planned and anticipated. The implementation of
plans to develop a Western pattern stock exchange dealing in a
multitude of varied stocks should be speeded up, especially in
view of the government's proposals for the '"privatization" of
most of the State Economic Enterprises. Of special importance,
is the need to set interest rates with the object of bringing
savings and investments into balance over previously determined
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periods.and in such manner that the operation of the capital market
is not adversely affected. ‘

. In the money market, the most urgent demands for funds are
still being made by those companies and firms which are finding
it difficult to adjust to the exigencies of the market economy.
If, as suggested earlier, new incentives can be introduced with
a view. to making full use of currently installed capacity, such
demands for financial assistance should gradually be reduced,if
not eliminated.

In spite of the improvement so far this year, inflation
remains Turkey's principal problem and a comprehensive anti-~
inflation programme is now urgently needed. This programme should
not only cover general demand management, price and income policies,
but also more realistic policies in so far as competition
amorng enterprises public and private are concerned. ‘

Obviously, far too many attitudes and institutions have been
carried over from the long period of the closed economy, when
conditions were entirely different from those obtaining today.

The authorities should now be prepared to declare more specifically
their targets in so far -as future prices and incomes are concerned and
emphasise their firm intention of giving greater -priority to
consideration of these targets in the conduct of national economic
policies. : :

There is clearly a need to give proper weighting to fiscal
and monetary policies, so as to ensure that they are consistent
and support one another.

Nothing constructive has been done in the 1980's to break
down the inflationary expectations of the general public, trade
or industry. Price/wage spirals and constant devaluation of the
Lira have become a matter of daily routine for public bodies and
business generally and the virtues of stability have long since
been forgotten. The government should lead the fight against inflation
by determining and stabilising realistic prices in the public sector
as a whole. '

Then, the public, private enterprise and the Press should add
its support to the encouragement of anti-inflationary attitudes and
to the fight against the real reasons behind cost and price increases.

The solution at the most favourable point in time and in the
ost appropriate manner, of most of the problems outlined above
depends upon the further qualitative and quantitative development
of the current dialogue between the decision-taking and evaluation
centres of the economic affairs ministries and government organi-
sations and the representatives of the private sector's organisations.

The pre-condition for the success of such a dialogue, examples
of which may readily be observed in Western Europe, Japan and South
East Asia, is the rapid transfer of statistical and other information
relevant to economic developments in the public sector to the
officials and organisations responsible for research, and the

publication withouyt delay of the opinions of those whose duty it
1s to evaluate these findings. ’







SECTION 1

THE TURKISH ECONOMY AT 1984
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CHAPTER' T

NATIONAL ACCOUNTS., INVESTMENTS

PusLIC FINANCE, PRoDUCTION AND EMPLOYMENT

High growth rates in all three sectors of the economy, agri-
culture, industry and services, contributed to an overall growth
rate of 5.8 percent in GDP and 5.9 percent in GNP. The growth rate
for agriculture was 3.7 percent; it was 8.8 rercent for industry
and 5.6 percent for services. Per capita income rose by 3.8 percent’
in real terms. '

The share of total fixed capital investment in GNP decreased
to 18.3 percent in 1984 from 19 percent in 1983. Private fixed
capital investment showed no change, remaining at 7.5 percent of
GNP, whilst public fixed capital investment dropped from 11.5
percent of GNP in 1983 to 10.8 percent in 1984, ‘

: Public savings decreased to 31.7 percent of total savings in
1984 from 44.3 percent in 1983, and private savings dropped to 5.3
‘percent of GNP from 7.3 percent in 1983. Public savings could finance
only 50 percent of public investment and the other half had to be borrowed,

The value K of the construction licences issued increased- by
60.9 percent to reach 780 billion TL in 1984. The area represented
by these licences increased to 28,150 thousand square meters and
construction costs per sqguare metre increased from 18,992 TL in
1983 to 27,738 TL,

The total value of investment represented by investment incentive
certificates indicated a slightly higher propensity to invest. The
total investment registered in these certificates amounted to 5.9
percent of GNP in 1982, to 5.0 percent in 1983 and to 6.2 percent
in 1984, :

The distribution of incentive certificates according to their
application indicates that the share of expansion investments in
the total increased, whilst the share of new investments fell from
around 80 percent in 1982 to 65.0 percent in both 1983 and 1984.

According to the provisional figures Consolidated 1984 Budget
expenditure amounted to 4,024.8 billion TL and revenue to 3,580.5
billion TL. As a result, the Consolidated Budget deficit increased
to 444.3 billion TL in 1984 from 220.4 billion TL. in 1983. As a



percentage of GNP, the budget deficit increased to 2.4 percent. .

Industrial production increased by 11.3 percent. It was stmj@@r
in the private sector, where it grew by 12.9 percent, and slower
in the public sector, where it improved by 9.2 percent, '

Use of manufacturing capacity increased by 2.4 percentage
points, from 69.6 percent in 1983 .to 72.0 percent in 1984. The biggest
increases were recorded in the earthenware (up by 7-5 percentage
points) and capital goods and machinery (up 7.1 percentage points)
sectors. ‘ '

1. GNP Performance in 1984

After a poor overall performance in 1983, mainly due to a
negative growth rate in agriculture and to relatively low rates
of growth in industry and services, all three sectors showed an
outstanding performance in 1984, with agriculture growing by 3.7
percent, industry by 8.8 percent and. services by 5.6 percent.

- Agricultural production was favourably affected by production
increases of 4.9 percent in wheat, 14.3 percent in bharley, 20.7
.percent in chic¢k peas, 38.9 percent in groudnuts, 19.6 percent in
soyabeans, 200 percent in olives, 30.7 percent in tea, 6.8 percent
in cabbages, 8.3 percent in spinach, 6.7 percent. in leeks, 14.3
percent in green beans, and 6.4 percent in broad beans. There was
no increase in the production of citrus, pulses or tuber crops.
Production of industrial crops and of stone fruits decreased
considerably. ; ;

Among the three agricultural sub-sectors forestry performed
badly with 1.6 less added value. But farming and livestock production
increased by 3.8 percent and fishing by 5.1 percent.

The overall 3.7 percent growth in agricultural production in
1984 is significantly above the recent 3.2 percent average rate of -
increase. But agriculture's good performance was in part due to the
poor results obtained in 1983, when the sector's production decreased
by 0.1 percent.

Industry grew at a much higher rate in 1984. The growth rate
of industry increased significantly in 1984, to 8.8 percent ' from
6.4 percent in 1983. With the exception of 1981, when industry's
growth rate attained 9.1 percent, this sector did better than at
any time during the past eight years. '
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- In 1984 the impliecit price deflators were 51.3 percent for
sectoral totals, 49.3 percent for GDP and 50 percent for GNP.
On the other hand price increases were higher in agrlculture
than in industry. The implicit price deflator was 53.5 percent
for agriculture and 48.7 percent for industry. Analysis of the
Wholesale Prices Indices expressed as yearly averages for 1984,
shows -an increase of 50.3 percent overall with 47.7 percent for
the public sector and 51.4 percent for the private sector.

GNP GROWTH BY MAIN ECONOMIC SECTORS
(in producers’ values at 19468 prices)

(PERCENTAGE }

a 1978 1975 "iego 1981 “isez TTI%@3 " " "15@a”
AGRICOLTORE ~ 7508 3.8 107 ToTTTTT P R -
. 'INDUSTRY 3.4 -4,7 2,9 9.1 6.3 &.4 8.8
" CONSTRLUCTION 4.2 4,2 0.8 ; 0.4 0.5 0.6 0.6
SERVICES 3.8 0,% o 1.8 3.6 3.4 5.6
GDP ‘2.8 0.9 . -0.7 4,3 ‘5.0 3.7 5.8
GNP 2.9 -0.4 -t.1 3.t 4.4 3.3 5.9
TABLE 10
GNP GROWTH BY MAIN ECONOMIC SECTORS
(at factor cost 1968 prices)
| (PERCENTAGE)
"""""""""" 1978 TN 1980 1981 1982 1583 1984
ABRTCULTURE — B.7 N D 1.7 To.1 .47 0.1 TTTTET
INDUSTRY 6.4 “5.6 ~5.8 7.2 C ALk 8.2 9.4
SERVICES 4.1 0.2 -0.2 4.8 3.8 4,2 5.8
GDP 4.3 - -0, & ~1.0 3.2 4,3 3.1 5.8
GNP 2.9 -1.1 4.1 4.6 3.3 5.9

.

Among the three sub-sectors of industry, it is manufacturing
which made the biggest contribution to -the big overall growth - in
industry. The manufacturing industry's output grew by 9.3 percent
in 1984 as compared to 7.5 percent in 1983; electrlclty, gas and
water grew by ;8.0 percent, whilst nunnx;and quarrylng grew by 3.5
percent _ : :

Stagnation in the construction sector.continued in 1984 with
the growth rate of the value added in this sector remaining at
0.6 percent in the last two years. On the other hand, there was a
~strong revival in-wholesale and retail trade, growth of 7.8 being

- registered in 1984 as against an already high 6.2 percent in 1983.



In the transportation and communications sector, there was an
explosion in the growth rate, raising it to 6.8 percent in 1984

from 2.8 percent in 1983. A similar explosion was registered by

the financial institutions, the growth rate of this sector attaining
‘4.5 percent in 1984 as compared to a disappoeintingly low 0.5 percent
in 1983. Business and personel services grew by 6.1 percent in 1984
as compared to 3.5 percent in 1983. ‘ ' - ‘ '

The sectoral total for 1984 increased by 6.1 percent as compared
to 3.5 percent in 1983. With government services slowing down from
4,2 percent in 1983 to 3 percent last year, the total increased
by 5.7 percent in 1984 as compared to 3.6 percent in 1983. Import
duties increased only 6.2 percent in 1984, as against 10.9 percent
in 1983. ' : :

As a result of these sectoral developments, GDP in purchasers'
prices increased by 5.8 as compared to 3.7 percent in 1983.

Net factor income from the rest of the world increased by 344
percent in 1984, whereas it had fallen by 88 percent in 1983. As a
result of this favourable development the GNP growth rate in purchasers'’
values was raised to 5.9 percent as compared to only 3.3 percent

in 1983. s

As a result of the sectoral developments in 1984 (at constant
1968 prices), agriculture's and services' shares of total GNP
decreased, while industry's share increased. At current prices,
in addition to industry, agriculture also registered a small increase
from 18.7 to 18.8 percent of GNP but services' share fell on this
basis too. ' :

GNP SHARES OF THE MAIN ECONOMIC SECTORS
(at constantl1968 prices)

at prnducers’-valaes at factor cost
TTTTigml T TismB T iwe3 1984 198t iw@=2 1983 1984
ABRTCULTURE TTTTElE BEyTTTTTTTTRILAT T T el T TTBTL1T T TTRIA 26.8 20,3
INOUSTRY ©oas5.e 25.4 26.4 T 27.4 20.4 20.5 2t.5 az.2
SERVICES o 53.0 52,3 52.2 5.9 49,2 a8.7 48.0 47.7
NET DIRECT TAXES - : 9.3 7.4 9.7 7.8
GNP 100.0 100.0 100.0 100.0 100.0  100.0 10G.0 1100.0
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B3NP SHAR&“ OF THE MAIN ‘ECONOMIC c‘I"(‘:T[‘JRS
‘ (at curtrent pf!CE )

at producers’ prices at factor cost
1981 1982 1983 - 1984 1981 1982 1983 1984
ABRIGUL TURE ’ 20.6 19,8 T TTTIRL7TT T Tiele T Eb.E TTTTIELE T 18.3  1B.4
INDUSTRY 27.0 28.1 29.4& 30.1 24,1 25.1 26.% 27.9
SERVICES S52. 4 S2.4 51.7 S91.1 48.8 48.7 47.5 47.9
NET INDIRECT TAXES ' &.9 7.0 7.3 3.8
GNP 100.0 100.0 100.0 100.0 100.0 100.0

Per capita income increased by 3.8 percent in 1984, the highest
increase in the last eight years. It is slightly better than the
3.5 percent average increase for 1963-1983. At the same time, the
level of per capita income in 1984 is only 3.7 percent higher than
that of 1978, indicating the effect of negative rates of per capita
income growth in 1979 and 1980 and growth rates below the population
increases in 1981 and 1983.

PER CAPITA GNP
(1963-1984)

et e e (TR ey s st et VTS T P PR 40070 PP P D18 $OPSY $43RS Petah TSP HRRS FRBY PSon LS S PSR Mt PSR S AR Tyahy k] Focby (e Berge BEMST BHTAY FRon) st FPAia IERe BEFYY SPRY e Amaet e i St e ooy e B gy

YEARS PDPULATIUN AT CURRENT AT 1768
MID-YEAR PRODUCERS Y PRODUCERS’ REAL %
000 PRICES TL. PRICES TL CHANGE

1963 RP665 2151 2837
1964 T 30394 2346 2883 1.9
1965 31151 2463 A 2901 0.6
1966 31934 2863 31468 ?.2
1967 32730 3099 3220 1.6
1968 32585 3350 3350 4.0
1969 34442 3626 3443 2.8
1970 35321 4184 2551 3.1
1971 36215 5318 3814 7.5
1972 37132 6485 ;7P 4.8
1973 38072 8138 4110 2.8
1974 37036 10941 4304 4.7
1975 . 40025 13384 4532 5.3
19746 ‘ 40938 16366 4771 5.3
1977 417869 20890 4867 2.1
1978 42640 30270 4906 0.8
1972 433530 o052% 4784 -2.4
1980 44438 9805 446348 -3.1
1931 45334 144447 4730 2.0
1982 46312 188613 4848 2.5
1983 A7279 244276 4904 1.2
1984 482465 379973 noue? 3.8
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2. Macro Equilibrium of the Economy

In so far as GNP shares were concerned the main featureé of
the macro—equlllbrlum of the economy in 1984 may be -outlined. as
follows: -

The - foreign ‘deficit decreased from 4.1 percent of GNP in 1983 to
3.5 percent in 1984, reducing the availability of total resources
from 104.1 percent of GNP in 1983 to 103. 5 ‘percent in 1984 '

Total 1nvestment fell from 20.7 percent in 1983 to 20.1
percent of GNP in 1984, - : : .

This decrease was mainly caused by fixed capital investment,
the GNP share of which dropped from 19 percent to 18.3 permaﬂ; Prlvate
fixed capital 1nvestment did not show any change, remaining at 7.5
percent of GNP, 'a level which has shown no appreciable, change during
the last four years. But public fixed capital investment dropped
from 11.5 percent of GNP in 1983 to only 10.8 percent.

Stocks increased in the private sector from 1.9 to 2.1 percent
~of the GNP whilst they continued to decrease in the public sector.

Total consumption within the economy did not show any appreciable
change. It was 83.5 of GNP in 1983, 83.4 percent in 1984. Whilst
there was no change in total consumptlon,publlc consumptlon decreased
by 1.2 percentage points from 10.2 to 9.0 percent of ‘GNP, whilst
private consumption increased from 73.3 to 74.4 percent of GNP.

On the other hand, private consumption as a percentage of private
disposable income decreased from 88.8 percent in 1983 to 86.8 per-
cent in 1984, indicating that the increase in private consumptlon
was mainly the result of a sizeable expansion of private  disposable
income, from 82.5 percent of GNP in 1983 to 85.7 percent in 1984.
This expansion of private disposable income by 3.2 percent of GNP
indicates at the same time that the disposable income of the publlc
sector was reduced to the same extent. In fact, publlc sector
disposable income decreased from 17.5 percent of GNP in 1983 to
14.3 percent in 1984. This is reflected in decreases in public
consumptlon,publlc savings and public investment and in increases
in the public sector's investment savings gap. These decreases in
the public sector's shares were apparent in 1983 but they were
further. accelerated last year. B '

i f?},-'f.g




MACRO EQUILIERIUM 0OF

7

(at current prices)

FOREIGN DEFICIT
TOTAL RESDURCES
TOTAL INVESTMENT
FIXED CAPITAL INVESTMENT
PUELIC
' PRIVATE
STOCK CHANGES
PUBLIC
PRIVATE
CONSUMPTION
PUBLIC SECTOR
DISPOSAELE INCOME
CONSUMPTION
SAVINGS
INVESTMENT
INV-SAVINGS GAP -
PRIVATE SECTOR
DISPOSABLE INCOME
CONSUMPTION -
SAVINGS -
INVESTMENT
INV=SAVINGS GAP
TOTAL DOMESTIC SAVINGS
FIXED CAPITAL INV/BNP
DOMESTIC SAVINGS/GNP

THE ECONOMY ¥

(TL Rillion)

1584 1983 % CHANGE
17458.4° 1{148B5.0 52.0
. b6l1.4 . 47,0 -  28.4
© 1B069.8  11961.0  51.1
3513.0 2376.0 47.9
3150. 4 £2181.0 45.3
1877.9 1216.0 42,7
1312.5 855.0 51.7
322.6 - . 195.0 65.4
-48.4  -1B.0 168.9.
371.0 213.0 -  74.2
14556. 8 9585.0 51.9
2490.0  2009.0 23.9
1569.0 1167.0 34.4
921.0  B42.0 9.4
1829.5 1298.0. 40.9
-908.5 456.0  -299.2
14968, 4 9476.0 58.0
12987.8  8418.0 = S4.3
i980.6  1058.0 87.2
1683.5 1078.0 56.2
297.1 20.0 1385.5
2901.6 1900.0 52,7
18.3 19.0 -3.7
16.6 16.5 0.6

Source State Planning Organisation

MACRO EQUILIERIUM OF THE ECONQOMY
(as percentages of GNP)

1983
GNP 100.00
FOREIGN DEFICIT 3.50
TOTAL RESDURCES 103,50
TOTAL INVESTMENT - - 20.12
FIXED CAPITAL INVESTMENT 18.27
PUBLIC 10.76
PRIVATE 7.52
STOCK CHANGES 1.85
PUBLIC -0. 28
PRIVATE 2.13 .
CONSUMPTIDN 83.38
PUEL.IC SECTOR 0.00
DISPOSAELE INCOME 14.26
CONSUMPTION 8.99
SAVINGS 5.28
INVESTMENT 10.48
INV-SAVINGS GAP 5. 20
PRIVATE SECTOR 0.00
DISPOSAELE INCOME B5.74
CONSUMPTION . 74.39
SAVINGS 11.34
INVESTMENT 9 b4
INV-SAVINGS GAP _ 1.70
TOTAL_DOMESTIC SAVINGS 16.62

¥The table based on SIS's estimates are given in Appendix I
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A number of other public sector indicators reflect similarly
alarming changes for 1983 ‘and even more specifically for 1984.

Public disposable income increased from 17.5 percent of GNP
in 1980 to around 19.7 percent in 1981-1982 but dropped back to
~17.5 in 1983 and to an alarmingly low 14.3 percent in 1984, This

is the lowest public disposable income figure of the past-quarter
century. ‘ ‘ : ‘

PUBLIC‘DISPOSABLE INCOME
AS PERCENTAGE OF GNP
(5 years averages)

1963/1967 18.7
1968/1972 | 20.5
1973/1977 20.3

1978/1982 - 18.3

PURLLIC SECTOR RATIONSG (1980-1984) .

(PERCENTAGE )
"""""""""""" FUBLTC ~ PUBLIC " TRUBLIC | PUBLIC | PUBLIC  PUBLIC  PUBLIC .

DISPOSABLE [NV./  SAVINGS/  INV./  SAVINGS/ SAVINGS/ CONSUMPTION/

INGOME/  TOTAL DOM.TUTAL DOM. GNP GNP PUBLIC  PUBLIC
GNP SAVINGS  SAVINGS INVESTMENT SAVINGS
Temo TTTTTIFIHTTTTTFEISTTTTTTRaLL . 1BYA T E.F . Tas.e | 2.33
1981 19.3 73.3 47.9 13.2 2.6 65.3 1.24
1982 19.7 . 65. 89 4%.2 12.0 8.9 74.7 1.20
1963 185 68,4 44.3 1.3 .3 68,9 1.39
1988 16,6 1h-= 2.1 64,0 m=7uS-b o551} 13 S 50,2105 20
1445 116 6ol 60.%  10.9 9. Ho,0 m“w
. 1

Public investment as a percentage of total domestic savings
fell from 73 percent in 1981 to 63 percent in-1984, a relatively
small change, but during the same five year period public savings
as a percentage of total domestic savings decreased from 49.2
percent in 1982 to an ominously low 31.7 percent in 1984. By 1984,
public savings$ could finance only 50 percent of public investment;
thiﬁ rate had been as high as 75 percent in 1982 and 65 percent
in 1983. )

The downward trends in public investment and public savings
are also obvious when expressed as percentages of GNP. Public
investment decreased from 13.2 percent of GNP in 1981 to 12 percent
'in 1982, to 11.3 percent in 1983 and to 10.5 percent in 1984, whilst
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public savings dropped from 8.6 percent in 1981 and 8.9 percent in
1982 to 7.3 percent in 1983 and to mere 5:3 percent of GNP in 1984.

The deficit or gap between public investment and public savings
decreased to 3.0 percent in 1982 from 4.6 percent in 1981. It then
increased to 3.9 percent in 1983 and reached an alarmingly high
5.2 percent in 1984, to be covered largely by short-term borrowing.
At 1984 prices, the amount of the deficit was around 910 billion TL.

FINANCING OF PURBLIC SECTOR’S INVESTMENTS

(TL Billion)

PSR TS SRS P SRR IS S i £ I I LI WM AR b A st g1 St g RHLEL 7L P FE T GA10 BT L4408 B Hinh LS ke i ey $Pp IR A B S Y SRl B 1 O BU e AR Sl ek by e g (T8 PTEY s SYORE P e AT Lo P S A6 SR S8440 i et b b g by

1980 1981 1982 1983 1984
PUBLIC BAVINGS TB33.0 T 564.0 781.0  842.0 521.0
PUBLIC INVESTMENTS 509.0 = 864.0 1045.0 1298.0 1830.0
PUBL.IC INVESTMENT-
SAVING GAP : 276.0 - 300.0 264.0 456.0 909.0
(AP /GNP b2 4.6 3.0 3.9 5.2

The decrease in public disposable income was so big that it
was not only reflected in lower public investment and savings but
also in lower public consumption, which dropped from 10.7 percent
of GNP in 1982 to 10.2 percent in 1983 and to only 9 percent in
1984. As a result, the public consumption/public savings ratio
increased from 1.2 in. 1982 to 1.39 in 1983 and to 1.7 in 1984.

The increase in the private sector's disposable income from
82.5 percent of GNP in 1983 to 85.7 percent in 1984, allowed private
consumption, private investment and private savings to increase as
percentages of GNP. These increases amounted to 1.1 percentage
points for private consumption, 2.1 percentage podints for private
savings and 0.2 percentage points for private investment.

As a result of these developments in the public and private
sectors of the economy, total investment decreased from 20.7 per-
cent of GNP in 1983 to 20.1 percent in 1984, and fixed capital
investment fell from 19 percent to 18.3 percent; but the total
domestic savings ratio showed little change~16.4 percent in 1983,
16.6 percent in 1984,

. It is useful at this stage to compare and contrast the 1984
savings ratios with past trends in order to pinpoint the long-run
tendencies. '

Domestic savings as a percentage of GNP inéreased regularly
until 1983 and 1984 when there was a fall to around 16.5 percent
nt GNP from an average of 18 percent of GNP in' 1981 and 1982,
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Private savings stagnated at around 10 percent of GNP in the
period 1968 to 1977 and exhibited an exceptional rise between 1978
and 1982, attaining 17 percent in 1979. Savings dropped back to
9.2 percent in 1982 and 1983 but rose again in 1984, to 11.3 per-
cent of GNP.

Public savings as a percentage of GNP show a long-run decline,
which was interrupted in 1981 and 1982, when there were rises to
8.6 and 8.9 percent of GNP. respectively. Thereafter, the ratio
deteriorated rapidly, to 7.3 percent in 1983 and to only 5.3 percent
of GNP in 1984,

Total savings as a percentage of GNP showed a gradual increase
from 17.5 in 1963/1967, 19.6 percent in 1968/1972, 21.6 percent in
1973/1977 and 23 percent in 1978/1982. In the past three years it
stabilized at slightly above 20 percent of GNP; 20.3 percent in
1982, 20.6 percent in 1983 and 20.1 percent in 1984.

DOMESTIC SAVINGS AS PERCENTAGE OF GNP

YEARS PUEBLIC © PRIVATE DOMESTIC (1)/(2)
SAVINGS SAVINGS SAVINGS
{19 (2)

8.5 15, & TTER)S

1963~1947 7.1

19681972 8.6 9.8 18.3 . 53,3

1973-1977 7.9 10.1 18.0 S54.1

1978-1982 &4 13.4 19.8 &7.7
1983 7.3 9.2 16.5 55,7
1984 G

% e B> st 83 5HR
(YRS a4y 0,0 VgD U

At Bt Yo PP R PP PovAe Thaag oy ey beinb bieid bessd Hed VAL AP ASi BAS $4S e T Y el SILPE Chen hean ok e bk e Lo108 I ILRE BT ST VLIS TS PR PR TR AR Vet 1o ey ey o b A M Y Vs e

TOTAL SAVINGS AS PERCENTAGE OF GNF

YEARS PUELIC SAVINGS AS PRIVATE SAVINGS AG ~  FOREIGN GAVINGS AS  TOTAL SAVINGS AS
PERCENTAGE OF PERCENTAGE OF PERCENTAGE OF PERCENTAGE OF GNP
GNP TOTAL SAV. GNP TOTAL SAV. GNP TOTAL SAV.
1568-19867 7.1 40.6 g5 Ag.7 iR T ioNy T TTTTivs T T
1968-1972 8.6 44.1 9.8 ' 50.3 1.3 5.6 19.6
1973-1977 7.9 3b. 6 10. 1 46.8 3.6 16.7 21.6
19768-1982 6.4 28.3 13.4 58, 4 3.1 13.3 23.0
1983 7.3 35.4 7.2 44.5 ‘“TTE’ 20.0 0.6
1984 5218 aee30,2. 2345 semaubt as rzea ) 2071 04,
Gys Al Hs 4 4.0 M, m, VTR
1943-1972 . 7.8 42,4 9.1 49.5 1.5 B.1 18.5
1973-1982 7.1 3.3 15.0 22.3

32.4 11.7 S52.5
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3. Investment

Fixed capital investments have been reduced to approximately
19 percent of GNP during the past five years, with 1984 falling-
further, to 18.3 percent.

The distribution of investments betwéen the public and private
sectors .shows that public investments were sustained during the
first four years following the 1980 economic stabilization measures
but were not maintained in 1984, when they receded to 10.8 percent
of GNP. As to private investments, these stabilized at around 7.5
percent of GNP during the past four years. The private sector's
share of total fixed capital investments had also stabilized at
around 38-40 percent, but in 1984 it moved up to 41.1 percent. This
is not because of an increase in private investment but is due to
decrease in public investment and a corresponding decrease in total
fixed capital investment.

The main reason for the decrease in public fixed capital in-
vestment in 1984 is the fall in public disposable income and the
corresponding decrease in public savings. The stabilization of
private fixed capital investments at. a relatively low level is due
to a number of factors which have negatively affected the private
sector's propensity to invest. '

“IXED CAPITAL INVESTMENTS

(At current prices)

(TL M {1lian}
SECTORS 1982 , 1983 1584 -
PUBLIC  PRIVATE TOTAL PUBLIC  PRIVATE TOTAL . PUBLIC  PRIVATE TOTAL
ABRICUL TURE 105141 92132 197353 117858 126845 244703 145460 195000 340450
MINING 77772 4750 B2522 114906 6375 121281 174950 2650 184410
MANUF ACTURING 205291 183100 38YIPH P00 . 24900 . 7 501000 330670 350000 680670
ENERGY , 259045 4650 243695 363115 46350 369465 511690 9670 S21360
TRANSPORTAT IONY ] 7
COMMUNICATIONS 197764 119126 3168990 269264 . 169000 43264 407015 . 265000 672015
TOUR ISM 4167 5500 667 L4465 7475 13940 12275 11300 23575
HOUSING _ 15822 195332 211154 20436 262500 PHEYBEL 26480 398400 424880
EOUCATION 44389 1470 47859 .-~ S2876 1935 54814 . 70015 2500 72915
HEALTH 194647 1580 21227 18024 . 2065 20089 30000 3100 33100
OTHERS 74455 33300 108355 a9717 44600 134317 169320 &7500 2346820

TOTAL 1005513 64;5_49/"' 1646933 1315761 B&5045 2180806 1B77885 1212520 3190405
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SOURCE: SPO

FIXED CAPITAL. INVESTMENTS
(par‘cent;ges)
SECTORS - 1382 T 1983 o TTTIgRAT T
PUBLIC  PRIVATE TATAL PUSLIC  PRIVATE TOTAL PUBLIC  PRIVATE TaTAL
AGRICULTURE "10. 46 14.36 11.98 g.9%& 14. 66 11.28 7.74 14.86  10.67
MINING 7.73 0.74 5.01 8.73 0.74 5.56 9.4z 0.73 5.79
MANUFACTUR ING 20.42 28,55 23.59 20,00 27.50  22.97 17.61 26,67 21,33
ENERGY 25.74 0.72 16.01 27.40 0.78- 7 16.94 27.25 ©0.74 16.34
TRANSPORTAT 10N& -
COMMUNICATION 19.67 - 18.57 19.24 2044 19.54 20.10 Bl.&7 20.19 21.06
TOURISM 0.41 0.8 0.58- " 0.49 0.86 0.54 0.85 0.86 0.74
HUUS ING i.57 30,45 . 12.82 1.55 20.35 12.97 1.41 30.85 13.32
EDUCATION 4.81 0.23 3.90 4.02 g.28 2.51 3.73 0.22 2.08
HEALTH 1.95 -0.25 i.29 1.38 0.2a 0.92 1.60 0.24 1.04
 ITHERS 7.40. - 5.27 b.57 &.81 S.14 a.la 2.01 S. 14 7.42
TOTAL 100.00 100. 00 100, 00 100. 00 100.00 100.00 100.00 100.00 100. 00
/-/-/-',, - - T e e L L
4
FIXED CAPITAL INVESTMENTS
AS A PERCENTAGE OF GNP
(TL. Billion)
YEARS GNP FIXED CAP. /A
INV. SHARE
197-1980_ - 2i.13E
1981198 4‘3,57\ v 3
4q?b . . Zibp;l
1977 872.9 210.8 24.1 24, s Qﬁ
1978 1290.7 279.6 21.7 24. ¢ 1081y 24
1979 2199.5 449.3 20. 4 ﬂo_|43
1980 C A4435.1 842, 6 19.5 4, HF
1981 H553. 6 1241.4 18.92 1¢ . v
1982 8735, 1 1647.0 18.9 12, 45 18 q
1983 11485.2 2180.8 19.0 13.6&% ﬂ’t“g ¢
1984 17458.0 31920.4 18.3 1%. 2 &
iq. 35
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RELATIVE SHARES OF THE PUBLIC AND PRIVATE SECTORS |
TOTAL FIXED CAPITAL INVESTMENTS

(TL Billion)

VEARE  TOTAL.FIX.PUBLIC FIXED INV.  PRIVATE FIXED INV.
INVEST. T Y, TL %
1973 53,74 25,1 47.0 5973 £4.9
1974 73.0 35,0 47.%9 38,0 52,1
1975 106.7 53.8 50.4 . 52,9 49.6
1976 146, 0 75,2 51,5 . 70.8 48.5
1977 195.0 108.0 55. 4 87.0 44,6
1978 280, 0 135.0 48.72 145, 0 51, 6
1979 ‘ 479.0 238, 0 49.7 241.0 50.3
1980 B&ﬁp___,ﬁ:ﬁiLJL“_ 55,8 382, 0 44.2
1981 L=, 761.0 62.7. 452.0 37.3
1982 164&.9 1005. 5 61.1 6481, 4 98, 9
1983 2180.8 1315.8 60.3 855, 0 39,7

1984 3190.0 1877.9 oe.9 132.5 41.1

©4n48 cett et Y3kas 10H Frerm e v oo Sy e b b SHAR B A E 1. A PEIm Sy 5T TeTEY P80 eSS MAPY maag ek ik b ot 1 8 Bkt ke PTIEE FTTR Bt PV TR N TP S Sma) e e s e ek b S40kd BALY bl B4R TS Tt A T 11 e e

The rising volume of crude oil imports means that, in spite
of lower prices, oil imports account for one-third of the total
imports bill, with a resultant reduction in non-oil imports,
including investment goods.

Investment goods' imports were valued at 2,324 million $ in
1982 and at 2,317 million $ in 1983. They 1ncreased by 14.8 per-
cent in 1984 to 2,659 million $ but the share of investment goods
in total 1mports fetho 24 .7 percent in 1984 from 25.1 percent in 1983,
It had been as high as 50 percent in 1972, 39 percent in 1977 and
35 percent in 1978, Inflation, along with daily adjustments of
foreign exchange rates and high interest rates has considerably

reduced the attractiveness of importing capital equipment for both
investors and importers.

The limited availability of loanable funds as a result of
excessive borrowing by the public sector, kept interest rates high
and unfavourably affected the prlvate sector s propensity to invest
throughout 1984,
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Restricted domestie demand and ‘the low use of installed
production capacity meant less interest in new projects or in
the expansion of axisting facilities.

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

Attempts to rationalize the public sector necessitated the
revision of public sector investment plans. This resulted in the
abandonment of some investment projects and the postponement of
others. Greater emphasis was placed on infrastructure and less
on investment in manufacturing.

Furthermore, the growing inadequacy of the commercial banks'
resources to meet industry's requirements, and -the serious imbalance
in the public sector's income and expenditure account, resulted in
deficits being covered by borrowing on terms which artificially
forced up interest rates throughout the market.

Together, these and other factors resulted in fixed capital
investments share of GNP falling considerably in the past four
years, to around 18.5 percent of GNP. It had averaged 20 percent

in the 1970's

With the decrease in fixed capital investment to around 18.5
percent of GNP and the rise of the incremental capital output
ratio (ICOR) to 3.15 it does not seem possible to increase the
growth rate above 5.9 percent in the short-term. The unduly large
number of incomplete or completed but not yet productive investments
is another factor which is pushing up the ICOR.

It will be possible to increase the growth rate in the medium-
term if more investments jin additional capacity are implemented
without undue delay. The investment incentives system must be
simplified and decentralised in order to increase investment nlpmamuxlve
fields while at the same time continuing its dedication to the
development of the market economy, with the primary emphasis given
to the private sector and to the public sector's investment in
infrastructure.

The private sector is expected to play a key role in the
government's development strategy, by supporting export growth
and employment. What is foreseen is not only a revival, after
stability is assured, of private sector investment in manufacturing
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but also the sector's taking the lead in overall development. In
fact, an annual average growth in private investment in the manu-
‘facturing sector of about 10.85 percent during 1985-1989 is not
only necessary for the achievement of the growth targets for ma-
nufactured exports but for also the resumption of overall economic
growth.

The stated policy of the government is to reduce the role of
the public enterprises, and to rely more on the private manufacturing
sector. It would be a mistake to interpret the present low levels
of private investments as a reason to reverse this policy. On the
contrary, the stabilization measures implemented since January
1980 have to be reviewed so as to discover the underlying reasons
for low 1nvestments. ,

o ,
THe revive investment the capital market should be made to
work effectively and the cost of financing should be reduced. By
increasing demand and stabilizing interest rates at a reasonable
level the proponsity to invest will be increased.

The major issues to be resolved for the healthy growth of
private investment, especially in manufacturing, are related to
the reform of the financial sector, more specifically these are:

- A reduction in real interest rates for non- preferentlal
borrowing

- The need to improve the availability of medium and long-
term c¢redits

- The need to develop the capital market in order to give
companies access to new sources of equity.

-~ The need to reform. the banklng system and to reduce its
high costs of 1ntermed1at10n

One of the major factors behind the slump in investments is
the high cost of borrowing.The interest rates are high in part
because of the high cost of intermediation. On the other hand,
the need for additional borrowing by the government, confronted -
with decreasing tax revenues in real terms and with increasing
expenditures means that interest rates remain at a high level,
Another factor is the govermment's inability to reduce the rate
of inflation and the inflationary expectatlons for the immediate
future.

One of the factors generating inflation is the pricing policy
of the State Economic Enterprises (SEE's). Instead of restructuring
and reorganization, the SEE's have adopted the expedient of periodi-
cally increasing their prices, especially of products in which thev
dominate the market through a monopolistic position. This is a main
factor fuelling inflation because the output of most of the SEE's
is used as inputs by private sector firms, which latter are induced
to make a second round of price increases. ‘
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However, some indicators of the propensity to invest provide
grounds for guarded optimism about an increase in investment in
the coming years. In 1984, in nominal terms, total investment as
represented by investment incentive certificates issued,increased
by 93 percent over 1983. But the value of investments in the
manufacturing industry represented 50.5 percent of the total and
these increased in value by 105 percent in 1984, :

The use of installed capacity in private manufacturing inc-
reased to 72 percent as a weighted average in 1984, compared with
69.6 percent in 1983. In a number of cases, factories attained
full capacity creating the inducement for an acceleration of in-
vestment in the related fields. Furthermore, the manufacturing
production growth rate was as high as 11.9 percent in 1984 and
over-all sales seem to have increased at a comparatively rapid
‘rate, too.

Exports of industrial commodities increased by 12.3 percent
in 1984, raising their share to 72.1 percent of total exports. The
increase in the export of manufactured goods is having a pesitive
effect on the use of capacity and on induced investment, through
the operation of the accelerator in cases where full capacity is
attained. There are indications that expansions of existing
facilities are being quite widely undertaken, especially in the
consumer goods industries. :

There is also a potential field for the marginal investment
required for the completion and operation of the large number of
. factories which were caught by the crisis and the subsequent
stabilization measures. There are others which could not undertake
the restructuring nhecessitatedby the changed economic environment
of the post-January 1980 period, The revival of all these dormant
investments is a matter for calculation, where the rate of -interest
plays a leading role. :

Since it is illogical to consider new investments before
existing unused capacity in any one sector is again productive,
it would be appropriate for additional ihcentives to be offered
with a view to encouraging the full use of present production
capacity. This suggestion of the addition of further incentives
to those already provided under the present investment encouragements
scheme is not to be interpreted as proposing the giving of new
"life to old plants but rather as assisting the re-opening of
idle plants and capacities in cases where promising potential
cannot be taken advantage of because of lack of finance.

Private investment in housing has slumped to a seriously low
level in the post-1980 period; this slump not only affects the
construction sector itself but also the many other segments of
the economy which provide inputs to the construction sector.

Private investment in housing amounted to around 3 percent
of GNP during the period of comparatively high GNP growth, with
relatively few deviations from this average. There was an abrupt
increase during the crisis years 1978-1979, during which the GNP
growth rate fell strongly and had a negative value in 1979. Partly as
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a result of the decrease in the denominator and partly due to the
upsurge in the demand 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 percent in 1978 and to 6.1 percent in 1979. The
rate continued high in 1980, 4.2 percent of GNP, thanks mainly to
the investment already in the pipeline but also as a result of the
1.1 percent drop in GNP.

Since 1980, private investment in housing has fallen
to 2.3 percent in 1981-1984 because such investment is discouraged
by rising costs and high credit interest rates on the supply side
and by low demand as a result of high interest rates in bank depo-
sits and low legal ceilings enforced on residential rents,

PRIVATE INVESTMENT
IN HOWSTING

ot Bk et e T B i s e et et Bt BT Akl SAAT AL YA TR BTt PR B A TS eEE e s e Rt aart et

INVESTMENT GNP INV. IN

TN HOUSING (TL bn) HOUSING AS

{Th. mnr ) PERCENTAGE

DF GNP

1972 7125 240, 8 2.96
1973 9340 309.8 3.02
1974 11622 427 .1 2,72
1975 . 17800 535.8 3,32
1976 21352 670.0 “@ﬁ?ﬁ“"
1977 29400 870,02 3,38
1978 67748 1epa.7 0 G.26
1979 134491 2199.7 b.11
1980 186777 844351 A2
1981 145269 L5553, 9 P.az
1982 195332 8735, 1 R.24
1983 262500 11485.3 2.29
1984115 298900 474580483529 2. 296
gy Toy LIHe. 6 2,59

Investment Incentive Certificates

The private sector's average propensity to invest in productive
investments has stood at around 5.2 percent of GNP for the past four
years. Investment in housing, on the other hand, averaged approximately
2.3 percent of GNP for the same period, making a total 7.5 percent.

However, the total amount of investment represented by investment
incentive certificates issued indicates a slightly higher propensity
to invest. Compared to the recent average propensity of 5.2 percent
of GNP, total investment registered in the certificates amounted
to 5.9 percent of GNP in 1982, to 5.0 percent in 1983 and to 6.2
percent in 1984, indicating an annual propensity higher by one
percentage point of GNP as compared to recent realization.
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According to the breakdown of ihvestment incentive certificates
issued in 1984, 65 percent of the total represents new investments,
16.9 percent expan81ons ‘and 18.1 percent completions, nDderanﬂnon
elimination of bottleneceks renewals, quality improvements and
integration of facilities. The distributlon of investments shows
a similiarity between 1983 and 1984, but in 1982 there were more
new investments and fewer expansions.

Others

New Investments Expansion
1982 79.7 6.6 13.7
1983 65.9 17.0 17.1
1984 65.0 16, 18.1
~ ’
DISTRIBUTION OF INVESTMENT INCENTIVE CERTIFILATLQ
ACCORDING TO THEIR APRPPLLICATIONS
1984
""""""""""""""""""""""" NOMBER™ ~ TOTAL  CAPITAL FOREIGN  EXPORT — EMPLOVWENT
INVESTMENT (TL Mn) EXCHANGE COMMITMENT (PERSONS)
(TL. Mn} REQUIRE. OVER FIVE
(000%) YEAR (C00%)
NEW INVESTMENTE ~~~ " TTTTTTTTT 784 53353? “““““ 45054 744431 1750345 39511
EXPANSION 170 1846324 12334 226848 409923 12140
COMPLETION 42 446465 1170 116841 30625 1029
MODERNIZATION 3 268791 1079 33315 84000 14685
ELIMINATION QF BOTTLENECKS 37 37011 1831 46549 106275 1954
RENEWALS 57 &0984 2145 76510 245757 1365
OUALITY IMPROVEMENT 25 23028 1776 28930 LA 705
INTEGRATION QF FACILITIES 10 8492 670 10659 264650 506
TOTAL - 1176 1105224 66109 1179083 2750200 58897
DISTRIBUTION (F INVESTMENT INCENTIVE CERTIFICATES
ACGDRDINC T0 THEIR APPLICATIONS
1783
———————————————————————— NOFBER ™™~~~ 7GTAL ~"CAPITAL ~FOREIGN ~EXPORT  EWPLOVWENT
INVESTMENT (TL Mn} EXCHANGE COMMITMENT (PERSONS)
REOQUIRE. OVER FIVE
(000 %) YEAR (000%)
NEW INVESTMENTS 77T 738 " T37a393 20051 G36853 207aB7s T T33ais
EXPANSION 132 97171 171 145928 463413 8607
COMPLET ION o 1) 8197 244 12071 97000 2182
MODERNIZATION 24 36207 2813 59941 356760 600
ELIMINATION OF BOTTLENECKS 29 20338 1734 38396 1546410 1331
RENEWALS 40 15082 1057 23408 130475 4173
QUALITY IMPROVEMENT 20 7981 sap 12554 84600 711
INTEGRATION OF FACILITIES - - 9847 1224 15167 1184650 Bls
TOTAL 1031 S71216 46316 934319 24821683 517238
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SECTORAL DISTRIBUTION OF INVESTMENT

INCENTIVE CERTIFICATES IN 1983

SECTORS NUMBER

TOTAL

(TL mn?}

T CAPITAL
INVESTMENT (TL mn)

FOREIGN
EXCHANGE
REQUIREM.
{000

EXPORT
COMMITMENT
OVER FIVE
YEARES 4000

AL i Ut bt bbb bl Mk i T bt ik i Sired ek ek Y T PR AT AN YR MUY 1S TS P e WUTY e PSS P09 €1t i iy 1410 S ceery e e o ekl N e b b ey fhom S Prige g el Seast e b famn Py ek brase Sla pomm el S e v b e v $Hbt

AGRICULTURE
CROPS
LIVESTOCK
FISHERIES
FORESTRY
MINING
MANUFACTURING
FOQRBREVERAGES
TEXTILESZCLOTHINGS
FORESTRY PROD.
PAPER
LEATHERZMIDE
RUBRERZPLASTICS
CHEMICALS
GLASS
IRON&STEEL
NON-FERROUS METALS
TRANSPORT VEHICLES
METAL GODDS
MEASURING DEVICES
MACHINERY
ELECTRICAL MAC.
ELECTRONICS
CEMENT
CLAYSCEMENT PROD
CERAMICS
OTHERS
ENERGY
SERVICES
TRAMSPORTATION
TOLRISM
TRADE
DTHERS
EXPORT ENCOURAGEMENT
TOTAL 1

32
3D
56
8a
10
3
10

g

a3

4

16’
a3
44
21
13
13
8

17135
18882
1157
30
30738
270981
283320
S22
1343
11271
1726
637
53246
4059
23749
G4z
30728
11473
22468
3807
5723

3099

4203
7881

480

11484
25694
2024197
141148
25413
7339
28098
20822

971216

1830
PE4An7
4420
5429
103
580
432
it
2599
201
2394
107
A00%
1500
224
302
3P0

.
252

282
10463
28
11235
3
8302
3145
700
2179
2278
2762
46316

47366
324302
31176
2?4168
1421
20610
2193
1215
71549
H592
35221

a77

53632,

16056
4188
&g
7311
5041

9206

10105
14359
18120
3075
450689
3782435
PR74
S833
Sb633
30208
234319

30250
15000
HEH0
2000

37625
1973958
AGRSHO0
588280
10500
25000
74189
23500
251400
20250
231575
7500
638330
120500
5500
14950
2500
22500
3760
44000
7325
108400

1087025
806625
33750
212300
24150
351325

3482182
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SECTORAL DISTRIEUTION OF INVESTMENT
INCENTIVE CERTIFICATES IN 1984

At o o e e b ey i e ek

SECTORS NUMBER TOTAL CAPITA
INVESTMENT (T mn)
(TL rmn)

ABRTCOCTORE ™™ 167 TTEEOTET T 3835~
CROPS . 9 1757 232
LIVESTOCK 79 15347 321
FISHERIES 19 4948 682
FORESTRY

MINING 53 214472 4791

MANUFACTURING w547 557723 43594
FOOD&EEVERAGES P9 75675 646
TEXTILELCLOTHING 147 224447 18777
FORESTRY PRODUCTS 7 1398 137
PAPER 3 1653 1764
LEATHERSHIDE 16 4408 1886
RUBBER&PLASTICS 9 2282 294
CHEMICALS 47 54322 37469
GLASS ' 3 « 1404
IRON&STEEL 18 17391 829
NON-FERROUS METALS 2] 1444 2r5
TRANSPORT VEHICLES 43 63254 1536
METAL GOODS a3 1467 577
MEASURING DEVICES 11 3814 407
MACHINERY 11 At hb 535
EILECTRICAL MACHIN. 10 18879 700
ELECTRONICS a 5598 476
CEMENT 9 8028 344
CLAYZCEMENT PROD. 26 24130 4550
CERAMICS 5 540 530
OTHERS a0 24517 2199

ENERGY 13 25209 500

SERVICES 407 236157 B&13
TRANSPORTAT 10N 261 118049 944
TOURISM &l B5334 6039
TRADE 31 © 9330 921
OTHERS 54 23424 709

EXPORT ENCOURAGEMENT 53 49591 3774

TOTAL 1176 1105224

FOREIGN
EXCHANGE COMMITMENT (PERSON)
REQUIREMENOVER FIVE

EXPORT

EMPLOYMENT

($ 000) YEAR ($000)
- 1697 aR720 2093
284 5000 304
2070 8370 1247
P343 - 10350 542
240308 28850 6061
580517 1550740 36116
48153 1932000 5078
277992 808087 15953
683 20000 333
1233 187
4555 80000 1811
2499 2863 143
53324 105875 2344
1597 2250 65
Bericl| 37250 484
1039 2500 124
59077 49500 2074
10916 - 22500 483
3459 474
3100 10500 497
231468 35625 520
7379 733
7878 8375 796
181466 49375 1696
3470 25400 3ss5
25899 21520 1955
18918 92
. 275930 H007865 11870
179711 4914675 ' 5329
62857 54360 4222
7137 33250 953
24225 21480 1368
58716 546135 26465
11792083 2750200 58897
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The sectoral distribution of investment incentive certificates
for the past three years, indicates relative decreases in trans-
portation and agriculture and increases in mining, manufacturing,
energy, tourism and exports. In 1984, the distribution showed a
concentration in manufacturing (50.5 percent), mining (19.4 per-
cent0, transportation (10.7 percent) and tourism (7.7 percent).

For roughly half of the investment total, the Marmara region
was the intended location in so far as 1983 and 1984 investment
certificates are concerned. An even bigger concentration in the
same region was expressed in 1982, with 57.8 percent. A big
concentration in the Aegean region, amounting to 19.2 percent in
1984, corresponds to an important expansion when contrasted with
1982, when this region attracted only 7 percent of total investment,
or with 1983, when it attracted 8 percent. Central Anatolia attracts
roughly 11 percent of total investment, with a slightly upward
trend. The remaining four regions have attracted 25 percent of
total investment, with a slightyly downward over the past three
years.

As was to be expected investment per worker has considerably
increased in parallel with inflation and the higher foreign exchange
rates. It was 7.8 million TL in 1982, 11 million TIL in 1983 and
18.8 million in 1984. :

Analysis of the foreign exchange requirements for investments
show a constant dependence for every GNP unit of investment of
187 million $ in 1983 and 1920 million $ in 1984. These foreign
. exchange requirements amounted to 40 percent of imports of investment
goods in 1983 and to 44 percent in 1984. These dependence ratios,
compare favourably with the private sector's 41 percent share of
fixed capital investment in 1984.

Investment incentive certificates represent an intention to :
invest rather than realisation of an 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
certificates are either not used at all or are used only after
considerable time has passed. Many certificates have been cancelled
by the authorities because of the expiry of time limits, or for
other reasons. Investment incentive certificates are used by some .
entrepreneurs as a means of interesting would-be shareholders,
partners and lenders in their projeets. :
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REGIONAL DISTRIBUTION OF INVESTMENT
INCENTIVE CERTIFICATES :
1983
""""""""""" NUMEER TOTAL CAPITAL FOREIGN  EXPORT  EMPLOYMENT
CINVESTMENT (TL Mn) EXCHANGE COMMITMENT (PERSONS)
(TL Mn) REQUIRE. OVER FIVE -
(000 %)  YEAR(000%)
MARMARA T TTTTTTT 530 555325 “““““ 236323 55135 | 2034415 28083
CENTRAL ANATOLIA 137 51382 5525 109996 = 233073 6883
AEGEAN COAST 108 46258 5881 64948 255050 5846
MEDTTERRANEAN COAST 113 82305 5343 109437 414395 5029
ELACK SEA COAST 40 14743 1067 24741 138875 1752
EAST ANATOLIA 31 2083 1313 10533 50000 1011
SOUTH-EAST ANATOLIA 52 58303 555 89529 156375 3133
TOTAL 1031 571216 44316 934319 3482182 51738
REGIONAL DISTRIBUTION OF INVESTMENT
INCENTIVE CERTIFICATES
1984
NUMEER  TOTAL CAPITAL  FOREIGN  EXPORT EMPLOYMENT
INVESTMENT(TL. Mn)  EXCHANGE COMMITMENT (PERS0NS)
(TL Mn) ' REQUIRE. OVER FIVE
(000 %)  YEAR(000%)
MARMARA uEe 511352 29783 5/9969 1771398 25447
CENTRAL ANATOLIA 142 125019 5311 97737 146146445 5740
AEGEAN COAST 175 211865 P97 256626 319575 10831
MEDTTERRANEAN COAST 118 91544 %534 36739 PE8125 6482
FLACK SEA COAST %4 C&A573 5863 5E490 82650 4035
EAST ANATOLLLA 59 41582 2812 38126 125650 2ppe
SOUTH-EAST ANATOLTA 51, 60067 4509 68594 1083957 2940
TOTAL 1176 1105224 66109 1179083 2750200 Sa897
SECTORAL DISTRIBUTION OF INVESTMENT
INCENTIVE CERTIFICATES
(TL Billion)
SECTORS 1982 % 1983 % 1984 %
AGRICULTURE P24, @ A7 N 3.8 NN 2.0
MINING 14.1 2.7 ?0 7 S 4 214.5 19.4
MANUFACTURING 210.4 41,0 P71.0 47.7 557.7 50,5
ENERGY , 1.0 0.2 2.7 0.5 nE.a 2.
TRANSPORTATION 214.9 41,9 161.1 289.2 118.1 10.7
TOUR I5M 8,7 1.7 25. 4 4,4 85,3 7.7
TRADE &7 1.3 9.5 1.7 9.3 0.8
EXPORT 13.4 2.4 20.8 3.4 49,4 4.5
OTHERS 19.9 3,9 280 4.9 23.4 2.1
TOTAL =513.3 100.0 S71.2 100.0 1105.72 100.0
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REGIONAL DISTRIBUTION. OF INVESTMENT

INCENTIVE CERTIFICATES 1)
REGIONG 1782 1983 1984
MARMARA S57.8 2.4 4é .3
CENTRAL ANATOL.IA 10.4 10.7 11.3
AEGEAN COAST 7.1 8.1 19.2
- MEDITERRANEAN COAST 8.9 14.4 8.3
BLACK SEA COABT : 8.0 2.6 0. 8
- EAST ANATOLIA , 2.3 1.6 3.8
SOUTH-EAST ANATOLIA TS 10.2 5.4
TOTAL. _ o 100.0 100.90 100.0

o2 e et s iy L2 PrASD ene Pt PRt Brbge s it
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Construction

In value, construction licences issued represented 4.6 - 8.0
percent of GNP during 1977-1980. From 5.6 percent in 1980, their
value dropped to 3.2 percent in 1981 and to 3.3 percent 1n 1982,
There was an upsurge in 1983 and 1984, raising the ratio to 4.2
‘and to 4.5 percent, respectively. The rise in planned construction
"may.also be detected in the increase in the planned floor area,
Floor area increased by 17.6 percent in 1983 and by 11.0 percent
in 1984, raising the total planned area 28,150 thousand square metres.
The 1ncrease in the planned area has taken place in spite of
" rising construction costs; as represented by the data included
in .construction licences costs increased by to 43.3 percent in
1983 and by 46.0 percent in 1984, -

completed construction
to a total of 16 million square

On the basis of occupancy permits,
increased by 0.5 percent in 1984,

meters. This is the highest level attained since 1980
NEW CONSTRUCTION
(ﬁanstru:tion Licences Issued)
YEARE MILLIDN 000 SQUARE CHAIN COST PER "CHAIN
- Tl METRES INDEX SR.MT. (TL) INDEX
1969 4987.3 17158.7 288
1970 8120.2 19741.7 115.05 411 105.93
1971 7171. 4 16909.5 85.65 A24 103.16
1972 8686. 4 19230.9 113.73 452 106. &0
1973 13351.1 24485.0 127.32 S45 120.58 .
1974 15136.0  20347.6 83.10 744 136.51
19753 A3669. 1 23337.95 114.69 1014 " 136.2%9
1976 32682.9 29618.7 126.91 1103 108.78
1977 4033%.0 28972.46 ?7.82 1392 - 126.20
1978 92729.1 32237.3 111.27 ag7é6 204. 61
1972 76700.8 24080.0 -1035.72 51835 180.29
1280 249539.7 28422. 4 83.40 8780 169.33
1781 209336.5 19884.3 £9.96 10528 119.91
1982 288056. 6 21798 7 109.28 13257 125.92
1783 485336. 4 S554., 9 117.61 18992 143.26
1984 780817.0 28140 0 110.15 27738 146.05
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NEW CONSTRUCTION
(hrcording to Occupancy Permits)

T T UL TS VS S i §1148 senhd o ek g FeASg el S9APY NPT A § B T VAR . Aoy cbred bk i+ ok e e e $Pp Y St S TS ,..-..m......-....__._..........-.—..---...-. N

YEARS MILL.TON 000 SGUQRF CHAIN 6T PER CHATN
TL METRES INDEX ?G.HT.(TL) TNDEX
19467 2782. 6 8023.3 347
1970 004,646 8092.8  100.87 371 10b.98
1971 3308.3 | 8068.7 ?9.70 410 110.52
1972 - 4247.8 R676.3 119.92 439 107.07
1973 5578.1 108749.4 112.44 515 117.21
1974 7318.1 e09.3 90.16 Thé 144.99
1973 11448.0 ° 11551.4 117.76 1003 135.16
1974 13306.2 1227364 106.25 1084 107.51
1977 13818.6 14158. 46 115.34 13279 123,460
1978 14643.2 14934.1 105.48 2991 225.03
1979 - B02461.5 135635.9 104.70 5133 171.62
1980 145303.5 17835. 1 114.07 8356 162.82
1781 166449.9 1346%.9 8&6.74 107560 128.73
1982 210283, 6 15945. 1 103.07 - 13188 122.57
1783 297300.0 @ 15930.3 - PP.91 18663 141.51

1984 o A495869.0 16004.0 100.46 28091 150.52

"4, Public Finance

Reducing the public sector deficit was among the principa
goals of the 1980 stabilization programme. To achieve this, a
series of fiscal reforms were implemented and, at the same tlme
greater attention was paid to the control of publlc expendlture

The 1984 Budget, besides measures designed to ensure a better
egquilibrium in public finance, was framed with a view to achieving
a 5.7 percent GNP growth rate,a reduction in the rate of inflation
and the best possible utilization of all available domestic resources.

According to the provisional figures, 1984 Consolidated Budget.
expenditure was 4,024.8 billion TL., and revenue was 3,580.5 billion TL.
meaning that the consolldated Budget deficit 1ncreased to 444.3
billion TL. last year. As a percentage of GNP, the deficit was
reduced to 1.6 percent in 1981 and 1982, but it again increased
to 1.9 percent in 1983 and rose further to 2.4 percent in 1984,

During the period 1975-1984 increases in Consolidated Budget
expenditure were higher than the increases in GNP. Expenditure,
as a percentage of GNP, wds constantly above 20 percent, except
in 1982,




GENERAL, ANNEXED & CONSOLIDATED BUDGETS
(TL hillion)
BENERAL  ANNEXED  TREABURY CONSDL.I.
BUDGET BUDGET SUESIDY (4)= BUDGET
(1) () (3) (B)=(R) (5)=(1)+(4)
=
EXPENDITURE 1664,2 269,82 243.9 05, 3 1689.5
REVENUE 1515.8 270.1 299, 9 20,2 1546, 1
BALANCE ~143, 4 9.0 -4.0 4.9 ~-143.4
1983 :
EXPENDITURE P790. 4 400. 6 398, 7 1.9 R792.3
REVENLUE 2512, 4 400.6 341.1 59. 5 P57, 9
BALANCE -278.0 ~57. 6 57.6 -220.4
1984 (%% )
EXPENDI TURE 3924,0 Shb.2 A45. 4 100.8 4024,8
REVENUE 3516, 1 595, B 531,39 6.5 A580. 5
BALANCE -407.9 29.4 65,9 T 444,73
TaX BEURDEN
YEARS GNP % CHANGE TAYX REVENUE % fHANFETAX “BURDERN
1975 535, 8 0 4, 95, () 45,8 17.7
1976 675.0 24,0 127. 1 33,7 18.8
1977 872, 9 26,3 168.3 32, 4 19,3
1978 1290.7 47.9 244, 4 44,5 19,1
1979 D199, 5 70. 4 405, & 64 . b 161, 4
1980 4435, 2 101.6 750, 84,9 14,9
1981 6553, 9 47.8 1190.5 SE. & 16,8
1982% 8735, 1 33,3 1305.7_, 9,7 14.9
1987 . f735. 1 3.3 1567.1 31, & 17.9
1933 11549, 1 32,7 1938, 2 4a. 4 14.8
1984 18339, 4 %E, 6 2378.0 20,8 13.0

FT6TONTHE
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MONTHS DATA CALCULATEDR ON BASIS

0F

10 MONTHS DATA

CONSOLIDATED EBUDGET EXPENDITURES,DEFICITS AND GNP

(TL. Billion)

VEARE TCON.BUD. CON.BUD DEFICIT GNP GNP EXPEND./  DEFICIT/
EXPEND.  EXPEND : (1975=100)  OGNP GNP :
(1975=100) i
1975 116.3 100.0 -1.2 535. 8 100.0 21.7 0.2
1976 157.82 135.2 -3, 4 &£74.9 126.0 23.3 0.5
1977 240.6 206.9 ~40.2 872.9 162.9 27.4 4.4
1978 350, 7 301.5 -23.7 1290.7 240.9 R7.2 1.8
1979 616.8 530.3 ~60.2 2199.5 410.5 28.0 2.7
1980 1115.5 959. 2 ~159.8 4435, 1 827.7 25.1 3.5
1981 1564.7 1345. 4 -102.8 6553. 6 1223. 1 23,9 1.6
1992 1689.5 1452, 7 -143. 4 8735.0 1630.3 19.3 1.6
1963 2792.3 2400.9 -220.4  11549.1 2155.5 24,2 1.9
1984 4024.8 3460.7 -444,3  18339.4 3422.8 21.9 2.4
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In the same decade, the tax burden reached its highest level
in 1977, 19.3 percent. In general, the tax burden increased between
1975 and 1978, but from 1979 began to show a different pattern. In
1979 and 1980 it decreased to 18.4 and 16.9 percent respectively.
After increasing to 18.2 percent in 1981, it again decreased to
16.8 percent in 1983 and finally it fell to the very low level of
13.0 percent in 1984,

However, taxes remain the principal source of Budget revenues
and an estimated 71.3 percent of General Budget revenues, came from
this source in 1984. Non tax normal revenues and special revenues
and funds provided the remainder.

CONSOLIDATED BUDGET
FISCAL. YEAR 1984

(TL. RILLION)

I b A i 1 4 S TP e Trery Fembe T b St e e paad o e fpd e 1 e areld $hind ekl bkt B ek S S A S T b

EXPENDITURE 4024.8

PERSONMEL - : 877.5
OTHER CURREN: 594, 6
INVESTMENT 683.0
TRANSFER 1869, 5
REVENUE 3580. 5
TAX REVENUES | 2367. 2
NON-TAX NORMAL REVENUES 280. 1
SPECIAL REVENUES AND FUNDS CA72.0
ANNEXED EBUDGET REVENUES 64,4
DOMESTIC BORROWING 194.8
DEFICIT ~444,3

UL At TS 15 RS AT T A P AFIE TS ST P MY S48 PR S0 §PTS S5 S04 B PR [T FYISE Al Bt 1SS PR pOAE BN S S Reatt Seit- g Sems sqses ] e s My anan s ke it e ke

The entries given in the following table are presented in a
different manner than the one given in the above table. They correspond
to a different concept of budget deficit which excludes total '
domestic borrowing. '




PUBLIC SECTOR FINANCES

1981 ' = R EEEE ’ 1784
AMOUNT  AS PERCEN- AMWOUNT AS PERCEN- AMOUNT  AS PERCEN- AMOUNT AS PERCEN-
IN'EN TL TAGE OF IN BN TL TABE DF IN EN TL TASGE OF IN BN TL TAGE OF

GNP GNP GNP GNP
- CONSOLIDATED BUDGET{c}
1-REVENUES 1378 21.0 1465 20.2 2156 18.7 2769 15.1
2-EXPENDITURES ) 1483 22.6 1552 a21.3 2533 22.1 3684 20.1
3~-BUDGET BRALANCE{(1-2) ~-104 1.6 -87 1.2 -3a77 3.3 -917 5.0
4-DEFERRED PAYMENTS 111 1.7 73 1.3 1351 1.3 75 c.4
S-ADVANCE PAYMNETS a5 0.7 123 1.7 20 0.2 137 0.7
&-NET BORROWING REQUIREMENTS
(2+A4+5) 38 0.6 117 1.6 246 2.2 979 5.3
7-FINANCED BY: ’ ;
CENTRAL BANK . o3 Q.8 33 0.5 72 0.6 195 1.1
OTHER OOMESTIC RORROWING 58 0.9 139 1.6 107 0.9 418 2.3
FOREIGN EORROWING,NET iz 0.2 4% 0.5 26 0.3 I7e 2.1.
OTHER 8d 1.3 39 0.4 10 0.0
ERRORS AND OMISSIONS : 2 0.0 i
STATE ECOMDMIC ENTERPRISES(d} i
B-TOTAL INCOME 1744 26.9 2650 30.4 ases 3.1 5131 33.4 I
F-TOTAL EXPENDITURES 1759 246.8 2333 29.6 3630 31.4 5701 3a.2 !
WAGES AND SALARIES 314 4.8 370 %.2 4464 4.0 702 3.9
GOODS AND SERVICES 1390 21.2 2135 24.3 2973 23.7 5012 27.3
DTHERS us " 0.8 78 0.9 193 1.7 ia7 1.0
10-PROFIT{LOSS) BEFORE TAXES
{8-%) 7 0.1 &7 0.8 a4 0.3 230 1.2
11-BUDGETARY TRANSFERS 241 3.7 205 2.4 292 2.9 250 1.4
12-PARA-BUDGETARY TRANSFERS 74 1.1 76 0.8 108 0.7 150 0.8
13-SHORT-TERM BORROWING 137 2.1 151 2.1 358 3.1 553 3.4
14-DTHER RESOURCES (NET) 11 0.2 ? 0.1 29 0.3 24 0.1
15~-TOTAL RESOURCES
{10+114+12413+14+) 470 7.2 430 S.6 753 6.5 1207 6.6
16-TOTAL INVESTMENT &15 2.4 LHB4 7.8 14 7.7 14046 7.7
17-NET RORROWING REQUIREMENT 145 .2 174 8.2 161 1.4 199 1.1
18-FINANCED BY:
CENTRAL BANK . az 0.3 31 0.4 3 0.0 2% 0.2
OTHER DOMESTIC RORROWING(e) 16 0.2 59 Q.4 28 0.2 1 0.0
FOREIBN BORRUOWING NET : 97 1.0 104 1.2 138 1.2 227 1.3
OTHER
TOTAL PUBLIC SECTOR
19-NET BORROWING REQUIREMENTS
(6+17} : ' 183 2.8 311 8.6 a07 3.6 1178 6.4
Z20-FINANCED BY: :
CENTRAL BANK 85 1.3 &4 0.7 &7 0.6 1466 0.9
OTHER DOMESTIC BORROWING 74 1.1 188 2.2 137 1.2 419 2.2
FOREIGN RORROWING NET 109 1.7 a9 0.7 1649 1.4 603 3.3
OTHER 88 1.3 3? 0.4 10 0.0
ERRORS AND OMISSIONS 3 0.0

SOURCE: UNDER SECRETARTAT OF TREASURY AND FOREIGN TRADE
(a)Estimates as a percentageof GNP for the ten month results of the consolldated budget have been ad.justed
for purpose of comparison with former years
(bIProvisional
(c)Beginning . tn 1983, the fiscal year for the consolidated budget corresponds to the calendar year, Prlor
to 1983 the fiscal year began March I and ended on February 28
{dINon-Financtal SEEs

{(e)lncltudes borrowing from the State Iveatment Bank
()1t realised TL 275 billion '



The State Economic Enterprises ' .

The financing requirements of thé State Economic Enterprises
continued to increase, in-absolute terms, from 594.7 million TL
in. 1983 to 743.8 million TL last ‘year. The principal reasons for
this regular increase are the need for additional capital to under.
take a constantly bigger volume of operations, the huge investment
programmes which the Enterprises are expected to implement, and
the widened scope of the stocking and distribution functions of
the Enterprises concerned with petroleum products and fertilizers.

However, as a percentage of GNP, these financing requirements
have declined since 1980 and the net operating results of the SEEs
have swung away from deficits and into positive contributions to |
the economy. The share of budgetary transfers which accounted for. . !
49.1 percent of total financing requirements in 1983 decreased to
29.0 percent in 1984. On the other hand foreign project credits
provided a rather greater proportion of total financing requirements
than in 1983, 40 percent compared to 26.0 percent.
FINANCING OF OPERATIONAL SEE’S

(TL BILLION)

1980 1581 1982 1983 1984 (%) 1985
o (PROG)
EALANCE OF RESOURCES/PAYMENTS  .17.0 “B5.4 &8.2 174,32 372.2  451.%
INVESTMENT ~2a1.1 -407.3 -532.9 -748.9 -1116.0 ~1255. 4
FINANGING REQUIREMENTS ~B64, 1 ~434.7 -464.7 -594,7 ~743.8 -803.5
BUDGETARY TRANSFERS 152.9 2Re.5 204,9 292.0 214.2 250.0
STATE INVESTMENT BANK 16,8 51.9 S52.0 39,4 67.8 63.9
PROJECT CREDITS 41.3 79.5 113.8 154.9 297.3 321.46
AGRICULTURAL SUPPORT & PRICE :

STABILIZATION FUMD = . . 31.0 73.8 75.6 108. 4 150.0 150.0
PETROLEUM FLIND R -2 4 0.0 0.0 0.0 0.0 0.0
SPECIAL FUND 10.0 0.0 0.0 0.0 0.0 0.0
OTHERS 0.0 0.0 0.0 0.0 0.0 0.0

FINANCING REQUIREMENT AS % OF :

BNe 5.9 s hHh. b 5.3 9.1 4.0

SOURCE: GPO)
(HIPROVISTONAL

The volume share of the SEEs in the country's economic activi-
ties is still an important one. Tndeed, in so far as the percentage
of the SEEs investments within total investments is concerned,
their importance is continually increasing. The SEE's investments
as a percentage of total fixed capital investments increased from 23 per-
cent in 1978 to 32.5 percent in 1982 and according to the most
recent figures availdble to 35.2 percent in 1983. However. the °
enterprises' share declined to 34.9 percent in 1984 whilst as a-\\
percentage of total public investments their investments remained
at almost the same level during the past five years, around 58
percent.

If however, these investment ratios are compared with those
showing the SEEs contribution to the Gross Domestic Product, an
entriely different situation is to be observed. '

During the period 1978-1983 the SEEs' investments as a percen-
tage of total investments increased whereas the Enterprises! GDP
contribution, in real terms, remained almost the same around 9
percent; in fact it decreased to 7.8 percent in 1983. This may be
taken to indicate a decrease in the productivity of SEE investments
but at the same time, it shows that the SEEs' share in total econo-
mic activity did not increase. ‘ :
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In 1983, the gross losses of the SEEs amounted to 34.4 billion
TI, but in 1984, a turn around was achieved and a nrofit of 230.3
billion TL. was recorded. :

PROFIT AND LOSS ACCOUNT OF SEE’S
(TLL BILLION)

A S Y6 P S T W A5 19 P e e e b i e et bk vk et ek e i 4k oy ok S 4o fmamm bbb e § i §iad SR AP Prrad PR 19V $4MS 89000 g St vl e s b She 048 BLAAD SAPAE 008 MBS MR S LU el TS RN P Y poiae e bt e bkt (LS Mt B ¢

1980 1981 19gd 1983 1984
EXPENDITURE 1347.2 1969.1 2784.5 3775.0 5190.4
WAGES - AND SALARIES 238.0 314.3 370.2 464.0 702.3
OTHER INPUTS 10746.9 1999.6 2093.9 3117.8 5301.3
DEPRECIATION AND OTHER :
PROVISIONG 3.7 _ o5, 2 70. 4 193.2 186.8
INCOME 1324.1 1974.8 2801.2 3740. 46 6420.7
SALES REVENUE 1146.0 1766.9 2649.8 3594.0 &H130.7
INCREASES IN STOCKS 179.1 209.9 151.4 144.6 290.0
GROSS PROFIT(+)/LOSS(-) —-&3.1 . 77 bb.7 - —-34.4 230.3

LRris 4000 LA brisd Hioes 1AW AN AEFIR L HLP PR PR W T Y AFIE SR 1T I PP P e Faasy Tt e Fevpe Fpmd oo o e finem $omd kb dcb ALK LN L TLATH S M 9P PR s Ay NAIMY hiem Phime e e ebved SHAS 4-04S ikt BALH U BILIR MM P LiLak et Y S B SR e e bl e L

The SEEs additional revenue through price increases totalled
589 billion TL in 1982, 193 billion TL in 1983 and 958 billion TL
in 1984. Despite this additional revenue, the Enterprises' financial
requirements remain for too high.

ADDITIONAL REVENUES OF SEE'S THROUGH PRICE INCREASES
(FL. MILL.ION)

e e LA it Mot $AE VD S8 S S P PP FAPRS PO 9SS ST FRoPE PRy i oy ot dmmp 1 PP FHS HAPE SR FHap Aiy Aoty Pt Seet Saate iamy et e ek seeed b bohh bbb ek it bl oo e et S8 ookl St s Skt it B Ui 41K BSSAA HHR S IS THRS WA S ALY TP B

HERVICES OR PRODUCTS 1980 1981 1982 1983 1984
FUEL-DTL - 220 88 117 37890 170000
ELECTRICITY 30 23 33 14500 120000
PETRO-CHEMICALS 18 12 8100 25000
COoAL 17 2r 14 12 N =
FERTILIZERS 28 9 45000
IRONSSTEEL P8 25 10 800 24000
PAPER - 17 2 5 2500 33000
COPPER~ALUMINIUM 13 ' : 30 90
SUMERBANK PRODUCTS 8 3 4 &500 4800
CEMENT & a b . 5000 5000
SUGAR-MILK-TEA 41 - 9 26 22300 95000
MEAT-FISH ‘ 14 a7 33 190 850
POSTAL SERVICES 10 125 248 23810 0000
TRANSPORTATION ap 3 4 7000 - 55000
C16ARETTES-EEVERAGES 20 a7 L2 53000 150000
DTHERS 10 5 15 . 3000 110000

TOTAL ‘ =502 ago 589 1934632 QRZEIS

oett HrES SaAAE TR SeEm e R §HOR 440 aapen oheen i bbb bk LS SAMh SN AE HOAS PO 1o SAMm, 4 Sl bl ok vl ik i vk ik ket A Al UMD i AL L 1A M AR 8 BAAL VS VLS e L LS WA AN VA AR AL OUR  Bet SMAe Hey py eld reldid vy b e e




SHARES OF SEE’S IN TOTAL PUBLIC FIXED IMVESTMENT
BY SECTORS
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(PERCENTABE)
SECTORS 1980 1981 1982 1983 1984
ABRICULTURE  4.89 3.6%  R2.66  2.3%  3.49
MINING 82.37 89.35 86.78 89.39 70.75
MANUFACTUR ING 93 . 94 91.0%5 93. 63 ?5. bb 9%5.99
ENERGY 73.87  48.87 70.9a 75.02 78.62
TRANSPORTAT ION 34.24 35.05 43.70 51. 44 58.52
TOURISM 10.18 10. 61 16,37 25,32 30.24
HOUS ING 0.00 0.00 0.00 0.00 0.46
EDUCAT 10N 0. 45 0.24 0.07 0.79 0.94
HEAL TH 0.61 5. 33 7. 20 10. 25 2.17
OTHERS 4.00 2. 46 59 2.59 2.11
TOTAL 58, 27 53. 65 53. 30 58. 85 58. 40
SEES‘ CONTRIBUTION TO GDP AND INDUSTRY
(IN CURRENT PRICES)
(Tl BILLION)
"TTYEARS T GDP | VALUE  SEE‘S  TOTAL  VALUE  BEES’
ADDED BY SHARE OF VALUE ADDED BY SHARE
OPERAT ION-GDP ADDED IN INDUSTRIALOF
Al. SEES INDUSTRY SEE’S INDUSTRY
B Be5661 19391 7.30 53372 13880  26.01
1974 B6FTT2 27116 7.33 76710 ROS74 26. 82
1975 468392 34297 7.32 93531 22134 23,72
1976 H9963Y 43606 7.R7 114978  R92E8 25. 42
1977 796123 59440 7.47 158007 36951 23,39
197371977 2499577 1 BIBS0 7.36 496598 122817 24,73
1978 1190073 102033 8.57 273391 68061 24.90
1979 RO 15305 192829 9.57 479855 133346 27.79
1980 4080491 B6HRF4T 8.89 1086713 238472 23. 23
1981 6060226 553406 9.13 1577566 348011 23.33
1982 8107235 729170 8.99 21791456  $00040 22,82
1983 10784798 844226 7.83 3096036  H78942 18. 71,
1979/1983 31048055 2682580 8.64 8371636 1181811 21,73
1978/1983 32E3B1E8 2784613 8.64 B64T017 1884872 21.63
1973/1983 34737705 2968463 8.55 9141615 2009689 R1.98

St s e YR B 0009 P Bog 5 e ey omn et Vo S 040 B Bt AR LA AR L AF1F7 TR LA B FETTE B A0S S WP 198 T8 T B ey e S i s e e e e e
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‘5. Production

Apricultural Production

Following negative growth in 1983, the agricultural sector's
growth rate was 3.7 percent in 1984, well above the 3.2 percent
average for the past thirty years. Agrlculture s performance was
favoured by production increases of 4.9 percent in wheat, 14.3 percent
in barley, 20.7 percent in chickpeas,40.0 percent in.groundnutsand
19.6 percent in soyabeans. Olive production showed a cyclical increase
of 200 percent, most of the vegetables did well and tea production
rose by 30.7 percent. However, there were serious falls in output
of maize, rice, peaches, hazelnuts figs and plstachlos.‘

Production indices for the period 1970 to 1984show average annual
crop increases of 4 percent for wheat, 5 percent for barley, 1.0 per-
cent for rice, 3.7 percent for potatces, 2 percent for cotton and
tobacco, 6.0 percent for sugarbeet, 4.8 percent for sunflowerseed,

1.5 percent for olives, 2.0 percent for hazelnuts and 3.0 percent for
figs, but no increase in grape output.

CAGRICULTURAL PRODUCTION

(000 TONNES)

1981 %ZCHANGE 1982 ZEHANGE 1983 % CHANGE "1984(1) %CHANGE
WHEAT ) . 17000 3.00 17500 2.94 16400 —th.29 17200 4.88
BARLEY . 5900 11.30 5400 8.47 5435 ~-15.33 6200 14,29
MAIZE 1200 -3.22 1340 13.33 1480 8.82 1200 “18.92
RICE - 198 35.00 210 6,06 189 ~=10.00 162 -14.29
TOBACCO 148 -ab.30 - 208 23.81 186 ~10.58 202 8. 60
SUGAR BEET 11165 6£5.00 12733 14.04 22770 0.29 124600 -1.33
COTTON(RAW) 12649 ~2.40 1271 #VALUE! 1352 6.37 1330 -1.463
GROUNDNUTS 97 3%.02 50 -12.28 0 . 0.00 70 40.00
SUNFLOWER 573 —23.33 600 4.35 715 19,17 695 -2.80
S0YA BEANS 15 ' <34 14G.00 44 | 27.78 1= 19.57
ONIONS 1090 ' ’ 1025 - -5.%&4 1000 -2.44 1000 .00
POTATOES 3000 0.00 3000 0.00 3050 1.67 3115 2.13
FPEACHES 269 10.40 265 0.00 270 1.89 230 -14.81
APPLES 1450 1.40. 1400 10.34 1750 .38 1750 0.00
HAZELNUTS 350 40.00 220 ~37.14 s 79.95 300 ~24.05.
OLIVES 300 =70.00 1320 230.00 400 ~69.70 1200 200.00
FIG68 230 29.95 280 12.00 330 17.8& 290 —24.24
TEA - 192 -37. 64 303 57.81 436 43.89 70 30.73

PISTACHIOS 25 212.50 13 —-48.00 25 72.31 15 -8.00

S
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The agricultural sector's exports amounted to 1,749 million
TL., which represents 24.5 percent of Turkey's total exports.

In the Fifth Five Year Development Plan, crop production 1is
planned to increase by 3 percent, livestock production by 4.7
_percent, forestry products output by 3.1 percent and fisheries
by 7.7 percent. Thus, the average annual increase in agricultural
sector production is expected to be 3.6 percent during the five
year period. In the same period, agricultural and agro-industry
exports are planned to increase by 9.1 and 8.5 percent, respectively.

The import of agricultural products is scheduled to decrease
by 6.1 percent annually. As a result, the share of imported agri-

ecultural goods in domestic consumption will fall from 1.8 percent
in 1984 to 1.1 percent in 1989.

Industrial Productidn

According to the new Industrial Production Index prepared by
the State Institute of Statistiecs and covering the past three years
with 1981 as the base year, industrial production increased by an
average of 11.3 .percent in 1984. The Production Index rose to 119.5
in 1983 and to 133 in 1984. The increase in industrial production
was greater in the private sector, the average for 1984 being 12.9
percent, whilst it was 9.2 percent in the public sector. Both sectors
performed equally well when evaluated as percentage changes with
fourth quarter of 1984, the rate of increase being 11.6 percent
for total industrial production, 11.9 percent for the public sector
and 11.4 percent for the private sector. Evaluation of the fourth
quarter of 1984 compared to the third quarter of the same year
indicates that the private sector is leading with a 13.1 percent
increase as compared to a 5.2 percent increase in the public sector
and a 9.6 percent rise in total output. In three years (1981-1984),
the public sector increased its production by 42.6 percent, the
private sector by .33.2 percent, all industry by 37.3 percent.

On a yearly average basis, food, beverage and tobacco produc-
tion increased by 2.4 percent and textiles, clothing and leather
goods output rose by 8.3 percent, whilst production of wood,
wood products and furniture fell by 0.5 percent. Also in real
tearms, paper, paper products printing and publishing improved

by 19.7 percent; there was an increase of 8.6 percent in output
" of chemicals, petroleum, coal, rubber and plastics products; the
basic metal industries produced an average of 23.9 percent more
and output of fabricated metal products, machinery -and equipment
and transportation vehicles improved by 20.5 percent. '

In 1984, out of 110 industrial products monitored by the State
Planning Organisation production of 82 items increased and output
of 20 items decreased as compared with 1983. Production of the
remaining 8 items was unchanged.

The highest increases were recorded by natural gas (364.6%),
parleys (151.9%), mercury vapour light bulbs (88.6%), television
receivers (40.2%) , normal super phosphate (45.2%), kraft paper
(85.7%), phosphate (92.0%), colemanite (63.8%) and wolfram concentrate
(69.4%), On the other hand, production of perlite (41.1%), beer.

(32.@%); packing cases (80.6%) and ammonium sulphate (41.7%) decreased
considerably.
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OUTPUT OF SOME INDUSTRIAL
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MINING
HARD COAL(K) (000 Tonnes)
LIGNITE(K) (D00 Tonnes)
CRUDE PETROLEUMI{K+0) (O00Tonnes)
NATURAL GAS(K) (000 Tubic meter)
CHROMITE (K) (Q00 Tonnes) _
COPPER CONCENTRATED (K) (000 Ton)
ALUMINA(K) (000 Tonnes)
‘WOLFRAM CONCENTRATE (K) (Ton)
COLEMANITE (K) (D00 Tonnes)
SU.PHUR (K) (000 Tonnes)
PHOSPHATE (KK ) {000 Tonnes)
PERLITE (K {(Ton)
BARYTES (K+0) (000 Tonnes)*
BORAX (K) {000 Tonnes)
Foan
PACKETED TEA{K) (000 Tonnes)
BEEF & LAME(K) (000 Tonnes)
FOULTRY (K) (Ton )
SUGAR(K) (000 Tonnes)
PASTEURIZED MILK{(K) {000 1.t}
MILK{K){(Mn Lt) '
FODDER (K) (OO0 Tonnes)
BEVERAGES-TOBACCO
FILTER CIGARETTE(K)Y (000 Tonnes)
NON-FILTER CIGAR(K) (000 Tonnes)
RAKI (K {(Mn L%)
VODRA(KY (MR LLE)
BEER {K) (Mn L.t)
WINE(K) (Mn t.t)
TEXTILE-LEATHER
COTTON YARN(K) {Tonnes)
WOCHLEN YARN(K) (Tonnes)
COTTON TEXTILES(K) (QQ0O Mt)
WOOLEN TEXTILES(KR)Y{(000 Mt)
MACHINE-MADE CARPETS(K)(Sg. M%)
SHOES (K) (000 Pairs)
RUBEER
CAR TYRES(0Q) (000)
TRUCK-EUS TYRES(0) (000)
TRACTOR TYRES (OQ) (000
TUBES (D) (O00)
FAPER
PARPER (TOTAL) (K (D00 Tonnes)
WRITING PAPER(K)Y{(000 Tonnes)
NEWSPRINT (KX (000 Tonnes)
WRAPPING FAPER ‘(K) (000 Tonnes)

3537
18524
2206
7532
181
91
59
111
260
32
50
4807
BO*
305

95

56
5000
1813
30792
P&
48&

51
10
41
3155
T 44
4657

S1233

5304
228073

6739
173685

2442

2154
1677

409
2929

398
86é
139
40

CORRUBATED PAP.EOARD(K) (000 Tonnes) 44

CIGARETTE PAPER(K) (000 Tonnes)
CARDBDARD (K) (000 Tonnes)
" KRAFT PAPER (K) (000Tonnes)

2.4
37
49

PRODUCTS

1984

54

a3
3715
31
5692

33907
5606
242245
6851
a2triia
2607

2615
1954
7228

3619

488
88
156
51
53
2.7
48
21
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FORESTRY PRODUCTS(K) (00Q Tonnes)
LUMEBEER (K) (000 Cub. Mt)
CHIP EBOARD(K) (D00 Cub. Mt}
PARQUET (K) (D00 Sg. Mt)

FIBRE B0ARD(K) {000 Cub.Mt)
PACKING CASES(K) (000)

FERTILIZER | _ _
FERTILIZER(TOTAL) (K+0) (000 Ton)
AMMONIA (K) (000 Tonnes)
SULPHURIC ACID (K+(2) (000 Tonnes)
PHOSPHORIC ACID(K+0) (000 Tonnes
AMMONIUM SULPHATE (K+0) (00D Ton)
AMMONIUM NITRATE(K) {000 Tonnes)

CALCIUM AMMDNIUM NITRATE(K)(Q0OTon) 10264

UREA{K) (D00 Tonnes)

NDRMAL SUPERPFOSPHATE (K) (000Tonnes )
TRIPLE SUP.PHOSP. (K+D)(000Tonnes)

DIAMONTIUM PHOSP (K+0) (000Tonnes)
COMPOUND FERT. (K+0) (000 Tonnes)
ABRICULTURAL EQUIPMENTZMACHINERY
TRACTOR (K+0) (No) ‘ _
HORTICULTURE TRACTOR (K+0) {No)

CHEMICALS _ i
BORAX DECAHYDRATE(K) (000Tonnes)
EBORIC ACID (O (000 Tonnes)
SODIUM PERBORATE (K) (000 Tonnes)
CARBIDE(K) (000 Tonnes)
SALT (K (QO00 Tonnes)

ETHYL ALCOHOL (K) (Q00 Lt)

FPETRO~-CHEMICALS
POLYVINYL CHILORIDE(K) (Ton)
POLYETHYLENE (K) (Ton )

CAREON BLACK(K)(Ton)
SYNTHETIC RUBBER (K} (Ton)
POLLYSTYRENE (K) (Ton)
CAPRDLACTAM(K) (Ton)

PETROLEUM PRODUCTS
GASOLINE (K+0 ) (000 Tonnes)
DIESEL OIL(K+D)Y {000 Tonnes)
FUEL OILAK+DY (000 Tonnes)

CRUDE PETROLEUM PROCESSING
(K+D) (000 Tonnes)

CEMENT AND RERACTORES
CEMENT (K+0) (000 Tonnes) :
BASIC REFR. (K) {000 Tonnes}
ACIDIC REFR. (K) (000 Tonnes)

ENERGY
ELECTRICAL ENERBY (K+D) (Mh Kwh)

ELECTRONICS
TELEVISION RECEIVERS{(}) (000 No)
TELERHONE SWITCHES(0) (000 No)

ELECTRICAL. MACHINERY
INCANDESCENT LAMP (D) (000 No)
FLOURESCENT (C) (000 No) -
MERCURY STEAMED LIGHT BULE
{0) (000 Ne»)

BATTERY (O} (Q00 No)

320
27
411
21
1181

L4861
339
494

101
218
44

430

31
&H47
323
232

40973
B26

a1
26
14
16
1008

- 7330

41217
302466
25325
25894
156008

2414

19935
4579
&080

16128
13645

35223
REF95

a53
34
4350
17

229

7352
353
381
101
127

S6

1101.

4468

35
674
404
721

458565
975

36
23
17

3a

39188
25629
20550
28863

15225

8052

=2el19
5148
&771

17800
13445

36231
28285

- J06466

84
305

66355
23027

379
&85

10.3

25.9

-4,
~15.3
~18.5
20.8

-4.9
~14.5

11.2
12.4
11.4
.’1014
""1-5
3.0
23.0
12.1

40.2
35.0

11.8
"2-5

88.6

15,1
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MEASURING DEVICES :
MONO-PHASE ELECT.METER (K+0) (Na) 650000 748000

13.1
THREE—-PHABE ELEL.METER (K+0) (No) 68000 ‘54024 ~20.6
IRON~-STEEL
METALURGICAL COKE({(K) (000 Tonnes 2489 2317 1.1
IRON (K) {000 Tonnes) , 2724 2875 5.5
PIG IRON(K) (000 Tonnes) 309 223 -27.8
MOLTEN STEEL (K+0) (000 Tonnes) 3166 3439 8.6
SEAMLESS TUBING (K) {000 Tonnes) b a8 60.0
NON-FERROUS METALS ' ﬁ
BLISTER COPPER (K) {000 Tonnes) 17870 24861 - 3%.1
LIGUID ALUMINIUM(K) (000 Tonnes) 30381 37334 23.5
ZING INGOTS)K) (000 Tonnes) 14270 | 194468 3b6.4
ZINGC CONCENTRATE(K) (000 Tonnes) 195
LEAD CONCENTRATE (K) {000 Tonnes) 280
FERROCHROME:LC (K} (000 Tonnes) 7975 © 10281 28.9
FERROCHROME: HC (K) (000 Tonnes) 22201
MOTOR VEHICLES ‘
BUSSES-MIDIBUSSES (0) (No) 3346 4516 35.0
MINIBUSSES (0) (No) &712 7460 11.1
CARS (0) (No) _ 42419 54832 29.3
TRUCKS (0) (No) 14447 146438 ~0.1
PICK-UPS (D) (No) &BEa 7229 &.0
RAILWAY ROLLING STOCK
DIESEL. LOCOMOTIVES (K) (No) | o 50
FREIGHT LOCOMOTIVES(K) (No) 1055 ?76 ~7 .5
PASSENGER COACHES (K) (No) 34 42 23.5
SOURCE: SPD

(0):PRIVATE SECTOR

(K):zPUBLIC SECTOR

(K+0): PRIVATE+PUBLIC SECTOR

*FIGURES DRTAINED FROM STATE INSTITUTE OF STATISTICS

Capacity Use in the Private Manufacturing Industry

A fluctuation of a cyclical nature would appear to have run
through 1984, with capacity use very high in the first quarter,
but with sales lagging behind production. Therefore in this quarter
stocks increaseéd by 6 percent. Capacity use was reduced by one
percentage point in the remaining three quarters of the year.
As sales continued at a lower level than production, stocks increased
by 4 percent in the second quarter and by 5 percent in the third,
During the fourth quarter, capacity use remained at the same level
but sales exceeded production, so that stocks were reduced by 2
percent. '

On a yearly average basis capacity use in the manufacturing
as a whole increased by 2.4 percentage points as compared with
1983, with two sectors increasing their capacity use to an out-
standing degree. The earthenware industry increased its capacity
use by 7.5 percentage points from 72 percent in 1983 to 79.5 in 1984,
and the capital goods and machinery sector by 7.1 percentage points
and paper and paper products by 2.7 percentage points. Capacity use
increased moderately, by 1.2 percentage points, in chemicals and
petroleum, while it decreased by 0.1 percentage point in textiles,
leather, clothing and by 4 percentage points in forestry products.
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¢

The most important reasons for under-utilization of capacity
in 1984 were, according to survey respondents, ingsufficiency  of
demand and financial problems. Insufficiency of demand was not only
the most important problem but its importance increased from an
average 45.4 percent in 1983 to 49.4 in 1984. Insufficiency of
demand followed a rising trend during 1984 with its weight increasing
gradually from 48.2 percent in the first quarter to 51.8 percent in
the last quarter. :

On average, financial problems maintained their importance;
thes fell slightly in the first quarter to 24.8 percentage rose to
25.5 percent in the second quarter and to 26.8 percent in the
third and fell back marginally, to 26.2 percent, in the final quarter.
The importance of non-availability of raw materials decreased steadily,
from 19 percent in the first quarter to 17.5 percent in the following
two quarters and to 15.6 in the final quarter.
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Public and Private Manufacturing Industries’ Output

The rate of increase in the private manufacturing industries’
production value was 10.2 percent in 1984, as compared with 10.1
percent in 1983, 5.4 percent in 1982 and 10.3 percent in 1981. By
value, output of the private sector manufacturing industries amounted
to 58 percent of the national total, as against 56 percent in 1983
and 55 percent in 1982.

The highest growth rates at constant prices were registered
in the production of fabricated metal products, machinery, equipment
and transport equipment (17.8 percent) in the manufacture of paper
and paper products and publishing (15.5 percent), the manufacture
of non-metallic mineral products (14.6 percent) and in the basic
metal industries (10.0 percent). Two sectors showed relatively low
growth rates; the manufacture of food, beverages and tobacco increased
by only 2.1 percent and output of wood, wood products and
furniture increased by 3.1 percent.

The implicit deflator for private sector manufacturing was
45.8 percent, slightly below the public sector's 46.5 percent. The
highest increases were recorded in food, beverages and tobacco
(63.4 percent) and the basic metal industries (60.5 percent),
the lowest price changes were recorded in the production of fabricated
metal products, machinery, equipment and transport equipment (33.2
percent) and in the manufacture of wood, wood products and
furniture (35.1 percent).

Comparison of sectoral growth rates in the private sector
indicates a cyclical pattern of higher growth rates followed
by lower growth rates, with the overall average growth rate of
the manufacturing sector remaining the same at 10.1 - 10.2 percent.

Public sector production represented 42 percent of total manu-
facturing output in 1984, compared with 44 percent in 1983 and 45
percent in 1982. At 1983 constant prices, public sector production
increased by 8 percent in 1984, as against the private sector's 10.2
percent.

Three sub-sectors of the public manufacturing industry registered
outstandingly high rates of growth: paper and paper products, printing
and publishing increased by 17.5 percent in real terms, basic metal
industries by 17.8 percent, and non-metallic mineral products by
14.1 percent. Three other sub-sectors registered low rates of growth:
food, beverages and tobacco increased by only 2.2 percent and textiles
clothing and leather by 4.4 percent; production of timber, timber
products and furniture decreased by 0.9 percent.

Together, the private and public manufacturing industries inc-
reased their output by 9.3 percent in real terms in 1984, as compa-
red to an improvement of 8.1 percent in 1983.

Low rates of increase in production in food, beverages and
tobacco in both the private and the public sectors négatively affected
the overall average rate of increase in the manufacturing industry.
In the private sector, output of food, beverages and tobacco rose
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py only 2.1 percent (as against 7.5 percent in 1983) and in
public sector the improvement was of only 2.2 percent (5.6 percent).
When considered in conjunction with the 14.0 percent rise in food
exports and the 2.1 percent population increase, the poor perfor-

the

mance of the food, beverages and tobacco sector has another implication:

per capita consumption either decreased or, at most,
changed between 1983 and 1884, :

remained un-

YEARLY PRODUCTION UALUES OF THE MANUFACTURING INDUSTRY AND

RATES (OF CHANGE

(TL Thousand?

1983 1984 GREMTH
CURRENT CURRENT AT 1983 RATE AT
PRICES PRICES PRICES CURRENT
PRICES
(%)
FOOD, BEVERAGES AND TOBACCO
PUBLIC - 517282 776440 528714 S0.1
PRIVATE 500781 B35828 511501 46,9
TOTAL 0180464 1612248 1050215 58.4
TEXTILES,CLOTHING AND LEATHER
PUBLIC 74983 1146443 78267 55.3
PRIVATE 533885 838175 573139 57.1
TOTAL &£08568 954618 651406 56.9
WDOD, WNOD PRODUCTS & FURNITURE :
PUBELIC 30593 40349 30317 31.9
PRIVATE 30843 42944 31808 29.3
TOTAL 41434 93313 62124 35.4
PAPER & PAPER PRODUCTS,PRINTING
AND PUBLISHING
PUBLIC 64073 111784 75268 74.5
PRIVATE L7072 108028 77485 61.1
TOTAL 131145 219812 152753 67.6
CHEMICALS, PETROLEUM, COAL , RUBBER
AND PLASTICS PRODUCTS
FUBLIC 1132068 1817414 1233852 60.7
PRIVATE 781732 1233504 B48g818 57.8
TOTAL 1713800 3052919 2072670 59.5
NON-METALLIC MINERAL PRODUCTS :
PUBLIC 47404 759491 54088 60.3
PRIVATE 204394 325886 234274 59. 4
TOTAL 251800 4018567 288341 59.4
BASIC METAL INDUSTRIES )
"PUBLIC o 2764698 4460640 326033 Y
PRIVATE 265933 473879 295240 78.2
TOTAL - 342630 ?3431% 621273 72.2
FABRICATED METAL PRODUCTS,
MACHINERY EQUIPMENT AND
TRANSPORT EQUIPMENT
PURLIC 136555 205140 145389 50.2
PRIVATE 723054 1134113 BS1495 S&. 9
TOTAL 859408 1339253 994884 55.8
OTHERS
PUBLIC .
PRIVATE 12966 20453 14095 57.7
TOTAL 12964 20453 14095 57.7
TOTAL :
PUBLIC 2279454 346041923 24461928 =8.2
PRIVATE 3120363 5012829 3437853 &0. 6
TOTAL 8619021 5899781 59.4

5400018

“GROWTH  IMPLICIT
RATE AT  DEFLATOR
1983 1)
PRICES
(%)
2.2 48.9
.1 63. 4
a.2 55.0
4.5 48.8
7.4 46,2
7.0 46.5
0.9 3.1
3.1 35.1
1.1 34,1
17.5 48.5
15.5 39.4
16.5 43.9
8.1 48.7
B.6 45,3
8.3 47.3
14.1 40.5
14,4 39.1
14.5 39.4
17.8 41.3
10.0 60.5
14.5 50.4

41.1

33.2
34.3

45.1
45.1

46.95
45.8
456.1

SO0URCE: SIS
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6. Employment and Labour Relations

Employment

Turkey's rate of population 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 the population increase. In subsequent years,
falling fertility rates were more or less balanced by falling
mortality rates. The latter, having reached roughly average European
levels, may not fall further to any important extent and fertility
rates are likely to continue their decline. However, the expected
slow-down in population growth would affect the labour market only
after 15-20 years. Meanwhile, the active population is likely to
increase at a rate of around 900 thousand per year and the labour
force by close to half-a-million, whilst, in the 1970s, new jobs
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 estimated to have been 110
thousand in 1983 and 134 thousand in 1984.

Whilst 6 out of 10 of the economically active population are
still engaged in agriculture and related activities, there has been
a marked decline in the last twenty years, from 77.2 percent in
1962 to 60 percent in 1984. This fall of 17.2 percentage points
was partly accounted for by an increase of 4.2 percentage points
in employment in industry but the most rapid increase, equal to
13 percentage points, occurred in the services! sector, particularly
in the civil service and in commerce. Owerall, 55.6 percent of
total employment created during the 22 years of planned development
took place in the services sector, 36.1 perceut in industry and
construction and 8.3 percent in transportation.

Between 1962 and 1984, employment in the non-agricultural sec-
tors of economy increased by 5 percent per annum at the beginning
of the period, by 4 percent p.a. during 1975-1980, and by 2.5 per-
cent p.a. during 1980-1984. It is expected to remain approximately
at the same level with a postulated GDP growth of 4 percent per
annum or to increase to 4 percent p.a. if the GDP increases by
5.5 percent p.a. during the period 1985-1989.

Since 1962 employment in industry has increased, on average
by approximately 3 percent p.a. whilst that in the construction
sector has increased by 4.1 percent p.a. The overall average for
the non-agricultural sectors has been especially affected by the
high rate of employment increase in banking (8.0 percent), commerce
(3.9 percent) and other services (4.2 percent).



- 47 -

!

SECTORAL DISTRIBUTION OF MANPOWER DEMAND
{19462-1784)

T T CHANGE
1962 1994 ABSOLUTE
000) % ~ (000) % (000) %

ABR I CUL.TURE 9742 77.2 9420 60,0 ~322 -3.3
INDUSTRY 1048 8.3 1967 12.5 719 87.7
MINING 68 0.5 111 0.7 43 63,2
MANLIFACTUR ING 748 7.5 1739 11.1 791 83. 4
ENERGY,GAS, WATER 32 0.3 118 0.8 86 268, 8
CONSTRUCT ION 272 2.1 587 3.7 315 115.8
TRANSPORTATION 248 2.0 530 3.4 282 113.7
COMMERCE 310 2.4 722 4.6 412 132. 7
BANKING 49 0.4 224 1.4 175 357. 1
OTHER SERVICES 951 7.5 1938 12.7 1037 109.0
UNSPECIFIED | | . 273 1.7 273 |
TOTAL 12620 100.0 15711 100.0 3091 24,5

NON-ABR ICUL TURAL. : 0.0
EMPLOYMENT 2878 . 2R.8 6291 40.0 3413 118.6
, 0.0

e ot 488 35 e b4 AP B s S0 8 SFVIm R FTRFR PR 1PSHS EFY St §iree sbime sk (WSS FOLM § R TR b M bhal Seem tefes Iieas Siupe §oum Sm Cias han Siey Siewe ey WA Wb Tiepg SIhen gasey Pt e Sikay Yo Mt Setnh oebvR Pirs S A ISR ST DRHPR APy SRS Ahma at PrIRE Yt

SOURCE : 8PD

PERCENTAGE DISTRIEBUTION OF ECONOMICALLY
- ACTIVE POPULATION

(%)
SECTORS 1962 1284 1904/19262
AGRICULTURE _ 77.8 600 -17 .2
: absorbed relative
by share of
absorption
INDUSTRY 8.3 12.5 4,2 34,4
MINING : 0.5 0.7 0.2 1.2
MANUFACTUR ING 7.5 11.1 3.6 20.9
ENERGY~HAS-WATER 0.3 0.8 0.5 2.9
COMNSTRACTION S.l 3.7 1.6 7.3
TRANSPORTATION 2.0 3.4 1.4 8.1
COMMERCE 2.4 4.6 2.2 12.8
EANK ING 0.4 1.4 1.0 5.8
OTHER SERVICES 7.5 12.7 9.2 30.2
LNSPECIFIED 1.7 1.7 ?.9
TATAL 100.0 100.0 17.2 100.0
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There are several reasons for believing that the State Planning
Organisation's implicit estimate of the magnitude of the agricultural
population and the rural exodus may be too high. It is based on a
rising rate of participation in agriculture as well as elsewhere
but, as education spreads and incomes rise, the employment of children
and women is likely to fall rather than to rise. On the other hand,
the estimate is predicated on very high . growth rates of productivity
in agriculture; 5.1 percent per annum in 1972-1977 and 9 percent in
1977-1987, and such increases in productivity are unlikely to
materialize: in the medium-term a productivity increase of around
3.2 percent p.a. in agriculture seems more likely. 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 on a
small increase in the agriculture labour force of -around 0.4 percent
per annum, which, togethar with the 3.2 percent productivity increzse,
would make up a 3.6 percent p.a. growth in agricultural production.
In fact, the increase in agricultural production averaged 3.3 percent
per annum during the period 1962-1984.

The development strategy of the Five Year Plans has emphasisead
a higher rates of growth of output and labour productivity than 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 was partly because the rate of employment
growth in the services sector gradually fell from 8.0 percent during
the First Plan period to 6.4 percent during the Second and to only
3.9 percent during the Third Plan period.

Structure of the Labour Surplus

According to the most recent estimates, there is a labour
surplus of around 3.0 million. Some, 860 thousand persons are
registered as unemployed and looking for jobs through the Labour
Placement Office and it is estimated that disguised unemployment
in agriculture accounts for around a further 665 thousand persons.

The unemployment rate, would have increased even more but
the resumption of workers'! emigration, mainly to the Middle
East, a fall in the labour force participation rate, from 72.7
percent in 1970 to 60.0 percent in 1984 eased the pressure
on. employment.

The domestic labour surplus ratio increased from 16.1 percent
in 1983 to 16.5 percent in 1984. On the other hand, the surplus
ratio excluding disguised unemployment in agriculture increased
from 12,4 percent to 12.8 percent.

Official labour statistics must all 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. '
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_ However, for the first time, questions regarding unemployment

were included in the 1980 population census questionnaire and un-

employed 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,

Given the economic situation at the time of the census and the
fact 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 being unemployed; furthermore, there are degrees
of unemployment and those with purely casual or short seasonal jobs
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 this workforce is prepared to take a job if
offered one, it cannot be said to be "actively" looking for employment.

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 higher GNP growht rates for the near future. The highest
growth rate might be 7.0 percent by 1989, with lower rates between
1985-1989.

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

The emphasis given recently to creating an ocutward looking,
more efficient economy may provide more employment per unit
produced as production in labour intensive sectors and sub-sectors
of the economy is encouraged at the expense of that in the capital
intensive fields. But it may also reveal serious bottleneceks 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 for export. )
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The recession, along with the increase in productivity which
is reckoned to have taken place as a result of the reorganisational
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 211.5 thousand in 1979 to 151.3 thousand in 1982
then began 1ncrea51ng to attain 158 thousand in 1983 and 178 thousand
in 1984.

APPLICATIONS FOR EMPLOYMENT AND OPEN UNEMPLOYMENT

1979 1936 1781 1983 1983 1984

APPLICATIONS DURING THE 653381 504780 618137 639142 643837

YEAR
TOTAL APPLLICATIONS 903277 916508 1043068 1191548 1268386 1572498
EMPLOYMENT OPPORTUNITIES

OFFERED 235063 189358 201366 188946 200472

TOTAL EMPLOYMENT :

OFPORTUNITIES 243203 198544 210531 209205 223562 244874
DPEN UNEMPLOYMENT 189467 263354 341336 - 468654 626175 863589
PLACEMENT DURING THE YEAR 211531 163426 161048 151278 158042

SOURCE{LABOUR PLACEMENT OFFICE

OPEN UNEMPLOYMENT

TTTEB3717 7512 500
214415 1}0.00%

17g01g 15%.6490
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JANUARY
FEERUARY
MARCH
APRIL.

MAY

JUNE

JuLy
AUBUST
SEP TEMEER
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DECEMEER
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361320
384522
411552
425396
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427691
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4346554
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o29024
S27424
535806
S384.34
533592
069109
897689
608928
6261735

633147
£64934
701268

743542
753351
780589
724665
805150

833322
8463589
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Urban Unemployment

A survey conducted by the State Institute of Statistics and
covering urban centres with populations of over 10,000 gives for
the year-1982 the distribution of the urban population by job po- .
‘sitions and sex, the total labour force, total employment, total
unemployment, those excluded from the labour force and the number
of those at the age of 12 and above. L ' '

The total number of unemployed at the year when the survey
was made, in 1982 was 653,716 or 3.0 percent of the total urban po-
pulation of 21.6 million people. It was higher for males and lower
for females. The number of unemployed males was 460 thousand or
4.22 percent of the total urban male population. The number of
unemployed females was 194 thousand or 1.8 percent, of total urban
female population.

From the replies to gquestions asked in the survey, it was
possible to determine another category of unemployment: people
who are not employed but who are also not looking for a job.
There were 127 thousand such people, 74 thousand males and 53
thousand females. The survey also made it possible to determine
another group of people those not .effectively employed but who
are also not desirous of finding employment. These may be termed
rentiers since their livelihood is mostly assuréd by property ownership-
in this category there were 110.5 thousand males and 63 thousand
females a total of 173.5 thousand.

The unemployment figures compare favourably with the 468.6
thousand open unemployed as determined by the Labour Placement
Office in 1982. By 1984, the number unemployed had risen to 863.6
thousand. It is estimated by 1984, the unemployed detected by the
1982 survey exceeded one million. Open unemployment as registered
by the Labour Placement Office in December of each year increased
by 37.9 percent in 1984, by 33.6 in 1983 and by 37.3 percent in
1982, :
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DISTRIBUTION OF HOUSEHOLD MEMEERS BY
POSITIONS AND SEX

“TToTAL _ MALE FEMALE -
NUMBER PERCENTAGE MNUMEER PERCENTAGE NUMEER PERCENTAGE
TOTAL POPULATION 31585907 100,00 10875337 100,00 10709671 100.00
AGE 12 AND DVER 14984568 69.43 7493070 68.89 7493597 &9.97
LABOUR FORCE 5982082 27.71 5141095 47.25 840987 7.85
1-TOTAL EMPLOYMENT 5324364 24.68 4681052 4,03 647314 b6.04
a-THOSE WHO ARE

ACTIVELY WORKING 5250776 24,19 4595545 42, 25 a25211 5. 84

b-THOSE WHO HAVE JOBS -

EUT NOT WORKING 107590 0. 49 BEE47 0.78 22103 0.2
2-TOTAL UNEMPLOYED 553716 3.03 460043 4,23 193673 1.381
3-THOSE EXCLUDED FROM _ .

LABOUR FORCE 9004585 41.72 23351975 21.63 6652610 62,12
a—UNEMPLOYED NDT SEEKING
A JOB 127228 0.58 74174 0.68 53054 0.50

b-HOUSEWIVES 5509775 25.53 - - 5509775 51,45

c~STUDENTS 1864887 8.45 1117720 10.28 747168 " 6.98

o ~RET IRED 436097 2.9 541391 4.98 94705 . 0.88

d-PERSONS WEITH PROPERTY

INCOME (RENTIERS) 1738544 0.8 110489 1,02 63054 0.59

£-DISABLED 385909 1.49 024439 2,06 141469 1.32

g-~OTHERS 3871485 1.51 283761 2,61 43383 0.40
4-THOSE BELOW 12 YEARS OLD 4599241 30.57 3383147 31.11 3216074 30.03

DISTRIBUTION OF HOUSEHOLDS BY
JOE PUSITIDNS AND SEX
(PERCENTAGE)
T T T MALE . FEMALE - TOTAL
TOTAL POPULATION  5.39  4%9.41  100.00
AGE 12 AND OVER 5.00 50.00 100.00
LABNIR FORCE - ‘ 85.924 14,06 100.00
1-TOTAlLL EMPLOYMENT -87.85 12.15 100. 00
a"THDSE WHO ARE 100. 00
ACTIVELY WORKING 88.03 11.98 100.00
“h-THOSE WHD HAVE: JORS : 100.00
BUT NOT WORKING 77.46 20.54 100.00
2-TOTAL UNEMPLOYED 70.37 29.63 100.00
3-THOSE EXCILUDED FROM 100. 00
LAEBQUR FORCE _ 2hH 12 73.88 100. 00
a~UNEMPLLOYED NOT SEEKING _ . ‘
JOB - : 58.30 . 81,70 1440, 00
b-HOUSEWIVES . 100.00 100.00
c-STUDEETS 59.93 40.07 100. 00
d-RETIRED 85,11 14.8%9 1006.00
e-THOSE WITH PROPERTY ’
INCOME(RENTIERS) LG, 67 346.33 - 100.00
F-DISARLED &1, 34 48. 66 100. 00
g~0THERS : 84,74 13.26 100.00

4-THOSE BELOW 12 YEARS OLD 51.27 48.73 100.00

roeh bt g eish Lossh 48 AL SEAOR B B RS TAAYH VAL ILME Ik B NS KEEHE SIS PR 1P DR D SRR Sk fert SR VIR SR PPl LHYP bovee e beeg et Ma (reia i e rpe Heap pesap iopes e bpasm et pem ety e i e b
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Wages

Wages of insured workers increased by 36.6 percent in gross
terms and by 41.4 percent in net terms in 1984. In real terms,
these developments represented a decrease of 6.2 percent in gross
wages and of 2.9 percent in net wages.

WAGES OF INSURED WORKERS

DAY/ TL
TTmTSTSSTeTTTTTTTTTTYSEO . 1edl | 19se 1983 1984(1) |
BROGS WABE T TT436.96 | 543.84  691.03  944.37  1290.00
NET WAGE 224.41 343.35  429.86  588.00  831.42

ISTANEBUL COST OF

LIVING IN 1975=100 761.00 1047.30 1389.546 1790.24 2406.70

REAL GROSS WAGE S6.10 91.92 49.73 52.79 49,30 :

REAL NET WAGE 29.49 32.78 30.93 32.84 31.90 )

vt o s e e v B P8 925 paran Kbk et BS80S LR, SR i SR S PP YR VY VR P o B ned Sk AR ALID ERY SR P e e dnr 4 A8 I S i BN B S ARG L S8 e ket e s PO e ey o S B B S e e oy =

(1)ESTIMATE

Emigrant Workers

A record total of 135,820 Turkish workers emigrated in 1973
mostly to Western Europe, allowing for the absorption of the yearly
ineremental labour force surplus by emigration.

But due to changing economic and employment conditions abroad,
emigration 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 1983 52,470 workers and
in 1984 41,592 workers emigrated. Emigration has recently been
concentrated on Libya; Irag and Saudi Arabia.
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EMIGRATION OF TURKISH WORKERS
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YEARS NUMEER CUMULATIVE YEARS NOMEER ™ COMOCATIVE
OF ~ OF
WORKERS WORKERS
1962 11185 11185 1973 135820 788811
1963 30328 41513 1974 20211 809022
1964 66176 108689 1975 441% 813441
1965 51520 159209 1976 10558 823999
1964 34410 193619 1977 12084 843083
1967 8947 PO2566 1978 19084 B&1935
1963 43204 245770 1979 23630 8855655
19469 103975 349745 1980 28503 714068
1970 129575 479320 1981 58753 972821
1971 88442 567762 1982 49388 1022209
1972 85227 652991 1933 52470 10744609
1984 41599 1116472

Wath AR A Tia e Y At b G TR e S g Pt Py Vi S ey ey e S Tk S b ek . B - YA TS Farvs brmd bevmn e v i b S e L Fmn b Gerrs s ot Y AT i FLE s e dmmn by Tmas s i ferm

EMIGRATION OF TURKISH WORKERS EBY COUNTRIES

PERSONS/YEARS
COUNTRIES 1980 1981 1982 1983 1984
usa - a8 17 13 5 ' &
AUSTRALIA 409 321 175 181 14
AUSTRIA 244 184 12 7 2
EELGIUM a5 13 2 2 3
DENMARK - ' 6 3 3 13
W, GERMANY 744 274 61 43 17
FRANCE 21 & =) 4
HOLLAND 2 31 2 a 5
UNITED KINGDOM 551 11 8 b g
SWITZERLAND 549 379 163 RO b9
TRAQ 10467 8906 7367 2430
LIEYA 15090 306467 PHLBS - 23292 16410
SAUDI ARAEIA 5643 14379 12325 20238 1749
OTHER COUNTRIES 4897 1998 1073 1109 724
TOTAL PE%03 58753 49388 52470 41599

I ks e bt S MO SO OV WY RHAAD immy ey S M T TS PP Frimd O Firyu S R P B £ PR Sy [ e o e e repeh e el o by o e Sk e e e e ek e eobt b b wieb B i e BAASS BLSB4 L6 bt BAALR AR B SR F4AbL VO SALSE LESR RS b 4R SRR

SOURCE: LABDUR PLACEMENT OFFICE
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Collective Bargaining Agreements
A total of 1,465 collectlve bargaining agreements relating .to
1,465 establlshments and covering 1,401,847 workers were put into

force in 1984. In previous year, 991 agreements were put into effect
for 261,264 workers'.

COLLECTIVE. EARGAINING AGREEMENTS

ars et e fe fvem A 418 $4248 . St Bt} E9np by e e S lard L4 Smmnd B ST i AT MO $OOYT P00 P Mo e e ek W B8 i Lk

COLLECTIVE EARGAINING
AGREEMENTS 1813 647 3221 991 1465
PUBLIC 445 233 1038 241 403
PRIVATE 1368 392 2183 750 1040
NUMEER OF WORKERS 329987 4465353 11469804 261244 401847
PUELIC 236665 357850 7274692 174287 186777
PRIVATE 93322 107503 442112 86277 2135070
NUMEBER 0OF ESTABLISHMENTS 3903 3774 18150 D468 1465
PUELIC 2018 2744 8122 3873 1030
PRIVATE 1885 1048 10028 1593 435

e e v o s e 70 70 S Y e S8k SRt S P A 78 PR YD ey Sy ek e o b BB 1 Al RAVAR I P R o S v v e i A IR 4 SR Y et YO ) RS AR L O L T S A sy P sy U 7 8488 gm0 e e

SOURCE: SUPREME AREBITRATION EOARD




CHAPTER 11

MONETARY TRENDS

In so far as decelerating the rate of inflation is concerned,
the main emphasis in current economic policy has been on reducing
the rate of monetary expansion in the economy. Despite the intended. firm stande
in monetary policy in 1984, the liberal foreign trade and payments regimes
put into effect at the end of 1983, the rapid depreciation of the
external value of the Turkish Lira (TL) made monetary control
extremely difficult to effect. Substantial increases in the SEEs
prices, the seasonal increase in agricultural produce prices and
higher Lira import costs-had the combined effect of accelerating
the rate of inflation in the second quarter of the year. In -an
effort to drain off excess liquidity and suppress inflationary
pressures, various monetary policy tools were put into use. In
May interest rates on 3-and 6-month deposits were adjusted upwards,
and raised once again in August. The Central Bank's re-discount
rates for general re-discounts and for export credits were raised.
The mandatory liquidity ratio for the banks was raised to 15 percent
and the penalty for non-observance of reserve requirements was
substantially increased. Iu addition, the larger commercial banks
were required to purchase 12-month government bonds in an amount
equivalent to 10 percent of any increase in their deposits.

The government also began the sale of six-month Treasury bills
with comparatively attractive rates of return to the commercial banks
and to the non-bank public at large. ‘

Together with seasonal factors, these measures facilitated
the control of domestic liquidity and the rate of ipflation slowed
down in the final months of 1984.

The banknote issue increased by 25.8 percent, or by 188.4
billion TL, over the year to the end of December, but the average
rate of rise was as much as 43.9 percent, much above the 1983
average of 25.5 percent. The velocity of circulation increased
from 20.6 percent in 1983 to 22.8 percent last year.

~Decreases in. savings sight deposits affected the growth of
the M1 money supply, which increased by only 13 percent in 1984;
on the other hand, the M2 supply, which includes time deposits
and is thus a more reliable indicator of trends, increased by
46.4 percent. Reserve money increased by 46.9 percent over the
year. As a result of these developments, the M2 money multiplier
rose from 2.35 in 1983 to 2.52 in 1984, whilst the M1l multlpller
fell from 1.39 to 1.13.
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MAIN MONETARY INDICATORS
(BILLION TL)

e e 1 o e . e S L et e 0 e i A L S i S S e 1 1 3 S e e A A 1A B S St PR P P e D 400 B 408 S S P Yk S T P A i T T P (TR T e e St
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1982 1983 1984 198371982 1984/1983
EANKNOTES [SSUED 542.70 730.50 -?18.?0 34. 60 25.79
RESERVE MONEY 942,30 1396.10 1942.,10 45,16 37.11
MONEY SUPPLY (M2) 2554.10 3288.40  4893.350 28.735 48.81
EANKNOTES IN CIR-
CULATION 411.90 547.50 761.10 32.92 39.01
DEPOSIT MONEY - 2142.20 2740.90 4132.40 27.95 20.77
CENTRAL BRANK CREDITS 910.50 1234.20 1204.40 35.59 -2. 41
PUBLIC g 578.00 645,10 762.80 11.61 18.25
PRIVATE 332.50 S589.10 441.460 77.17 ~253. 04
DEPOSIT BANK CREDITS 18035.60 2417 .50 2793.70 33.89 15.56
NET CREDIT VOLUME 2668.40  3426.40 404%.80 28.41 18.1%9
TOTAL DEPOSITS 2357. 40 3083. 20 4714.80 30.79 H2.92
SAVING DEPOSITS 1476.20 1828. 30 635. 60

3143.60 28.59

e o bt st st o9 e3840 e ek (. Bt L Al A B 479 B o LA Ak 1t A6 4o HAPY B et e Ty o e e 441 B AR gt S B S T TR o i LAL S8 L LA LS S P S Mt et S S YT $f A 6 0 i et e e e

In nominal terms, total bank deposits increased by 52.9 per-
cent but in real terms deposits were down by 0.4 percent. Savings
deposits increased by 8 percent in real terms but, even so, ended
the year 1 percent below their end-1982 level.

Deposit banks' deposits at the Central Bank increased by 416.9
billion TL. or by 64.6 percent, within which total their statutory
deposits increased by 77.8 percent to 997.5 billion TL.

. Total (direct + indirect) Central Bank credits decreased by
2.4 percent over the year.

There was a considerable increase in short-term advances to
the Treasury, whilst credits obtained from the Central Bank by the
private sector through the deposit banks decreased by 48 .7 percent,
reducing the private sectors share of Central Bank credits to 35.8
percent in 1984 from 48.9 percent in 1983.

The volume of credits extended by the deposit banks increased
by only 15.6 percent in 1984 but decreased by 24.3 percent in real
terms. The total net credit stock for the economy increased by 18.2
percent but decreased in real terms by about 23 percent.
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The private sector issued bonds with a par value of 12,808
million TL in 1984, 21.6 percent less than in 1983. The total of
the private sectors securities issues in 1984, represented 13 per-
cent of all issues compared with the public sector's 87 percent.
The private sector's share had been as high as 34.5 percent in
1980. ‘

Inflation accelerated during 1984, producing an annual average
of 43.7 - 47.3 percent for the cost of living and 46.4 - 52.0 percentfor

wholesale prices indices,

1. Banknotes Issued and Money Supply

The banknote issue increased by 25.8 percent up to the end
of December 1984, by 188.4 billion TL, raising the total banknotes
in issue to 918.9 billion TL, as compared with 730.5 billion TL
at the end of 1983. Whilst the note issue was held within acceptable
limits, there was a considerable increase in the income velocity
of circulation from 20.6 in 1983 to 22.8 last year.

&

BANKNOTES ISSLED

(BILLIDN TL)

A e oo i A g o VY T S e Sk o S 1 e TS it B L oA 4 o e S S Y T S8 48 b £ ok v S S S £ . TR 2D R 408 W k. e S ey St S o R S 8 R b e e

, ANNLIAL.
- PERCENTABE CHANGE MONTHLY % CHANGE

, 1983 1984 1983 1934 1983 1994
END OF PREY YEAR 542,70 730.50

JAN 485. 80 671.40 30. &0 38.21 ~10.47 -8.08
FER 491.90 660,40 . 26.30 37.04 ~0.79 ~1.63
MAR 487. 20 718.20 a2, 40 47.41 1.10 B.75
APR S28. 50 721.40 33. 40 36.50 8. 48 0.45
MAY 496,30 704 .90 24.50 42,03 -6.08 - -p.28
JUN 510. 50 812.90 23.50 59.24 2.86 15.32
JUL. 562. 30 800. 40 20.70 42,34 10.15 -1.53
ALS _ 560.80 510.50 15.30 62.36 -0.26 13.76
SEPT 541. 90 900. 50 3.30 bb. 17 -3.36 -1.09
ocT 567 .80 895. 20 29.50 34,05 23.23 -0.58
NOV 478,30 927.10 31.80 36. 68 1.57 3.56
DEE 730.50 918. 90 34.60 25.79 7.70 -0.87

AVERAGE YEAR-UN-YEAR
% CHANGE 25.50 43,9
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The banknote issue as a percentage of the total resources of
the Central Bank decreased from 26.3 percent in 1979 to 16.3 per-
cent in 1984 with the intervening years having fluctuated between
18.5 and 20.1 percent.

VELOCITY OF CIRCULATION OF MONEY
(BILLION TL)

Eanknotes issued

(Annual Averages) G.N.P. Velocity
1980 228.80 4435.10 192,38
1981 321.20 4353, 60 20.36
1982 447 .90 8735.10 19.50
1783 561.00 11549.10 20.59
1984 803. 50 183392.40 22.82

Whilst the annual rate of increase in the banknote issue was
reduced to 25.8 percent in December 1984, the annual rate of
increase had been as high as 66.2 percent in September, 62.4
percent in August and 59.2 percent in June. June and August were
the two months with the highest rates of change; the volume of
banknotes issued increased by 15.3 percent in June and by 13.8
percent in August. This mid-year explosion in the note issue
may have affected prices in the second half of 1984 and will
continue to affect them in the first half of 1985.

This raises the question of choice of the annual percentage
change in banknotes issued. The end of the year percentage of
25 8 was the lowest annual percentage change of the year, whilst
66.2 percent for September was the highest. In the face this wide
variation.it is preferable to take the average for the year, which
was 43.9 percent in 1984 as compared with 25.5 percent for 1983.

The Centfal Bank's balance sheet for 1984 shows a 52.6 percent
inerease in assets 57 percent increase in liabilities excluding the

25.8 percent increase in banknotes issued.

The monetary policy adopted by the government in 1984 concentrated
on control of the money supply in its narrow-definition (M1), and
aimed at moving monetary expansion into broader definitions of
the money stock as there had been in the past a relatively closer
statistical relationship between M1 and the general level of prices.

Monetary policy was therefore aimed at restraining the note
issue and reducing the rate of growth of sight deposits through
the payment of high interest rates on time deposits. :
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Despite the success achieved by this policy in decelerating the
rate of growth in M1 (in fact, the December to December M1 growth
rate was reduced from about 38 percent in 1983 to 12 percent in
1984) inflation could not be brought under control and the rapid
rate of price rises continued in 1984, In official circles, the
accelerated rate of inflation was attributed mainly to the marked
deviation from the tight monetary policy in 1983,

It is certainly possible to argue that changes in the money
supply affect prices with some time lag and the unstable monetary
trends of 1983 were indeed likely to have adversely affected 1984
price level., However, it is more difficult to argue that there
exists a one-to-one ratio between money supply and prices as inflation
is not purely a monetary phenomenon either in Turkey or elsewhere.

It is also possible that the historically strong relationship
between the narrowly defihed money supply (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, whilst the March-to-March annual rate of growth of
M1 was confined to about 24.9 percent, the annual rate of growth
of the broadly defined meney stock (M2) stood as high as 53 percent.
(Annual rate of inflation as of March 1984 was 50 percent)

*In a recent TUSIAD study 1n contrast to past trends, a relatively closer
relationship between the price level as measured by the Wholesale Prices
Index and the broader definition of money supply (M2} was observed to have
emerged in the last year or two.

The results of the regression analysis based on monthy statistical series
covering the period January 1983 - March 1984 are given below:

The regression of P (General Price Level) on MI:
Pt - Pt—l = 875.60 + .00184 (Mlt _QMltml)
adjusted R* = ,321

e = -,140
The regression of P on M2:

Pt ~Q2Pt_1 = 1996.0 + 0.00252 (MZt —(MZt_l)

adjusted R? = ,989
¢ = -0.0653
where
‘P = Wholesale Prices Index
M1l = Money Stock (New Central Bank Narrow Definitiom)
M2 = Money Stock (Broad Definition)
R%2 = Coefficient of determination

I

Coefficient of autocorrelation

R
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This points to the necessity .of considering other, perhaps
more appropriate, monetary aggregates besides M1 as the short-term
targets for monetary control.

. The terms structure of deposit interest rates prevailing in
1984 favoured the holding of deposits at three months notice and
this in turn led the broad definition of money to expand more
rapidly than the narrow definition., On the broader base M2, money
supply increased by 48.8 percent as a result of time deposit
money increasing by 59 percent and banknotes in circulation increasing

by 35 percent,

MONEY SUPPLY (M2) CBILLION T
T T T T T T T ANNUAL
PERCENTAGE CHANGE
1982 1983 1994 1983 1984
END OF PREV. YEAR ' 1637.20 2554.10 J2B8. 40
JAN 15463. 40 2377.30 J098. 80 He. 04 0. 35
~FEB ‘ 1632.40 2403.10 3242.40 47.21 34. 93
MAR ' 1625.10 2438.10 3474 . 60 50.03 42.5
APR 173%9.70 25906.40 3497.70 44,07 3%2.5
MAY 1766.10 2524.70 S3638.30 42.95 44.11
JUN "1612.30 2374.20 3857.10 42.15 49.72
Jul 1244, 40 2670.30 a3887.20 37.43 45,97
AUG 2019.70 2682. 40 41146.70 32.491 93.47
SEPT 2099.,.70 2685, 20 4214.80 27 .88 Tih. P4
oCcT : 2191. 60 2838. 70 4371.30 29.53 53.99
NDV 2225.70 2911, 40 4576. 90 30.81. S97.21
0EC 2554.10 312683.40 48393.50 28.75 48.81
AVERABE YEAR--ON-YEAR
v CHANGE 38.79 45. 4
BANKNOTES ISSUED
0 .
F Monthly % change
20
10 |-
1933
[ ]
*\
0 — _/_. — _-\.-
1984
Lt
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The money multiplier as expressed by M1 divided by reserve
money, decreased considerably, from 1.39 in 1983 to 1,13 in 1984,
while the money multiplier for M2, expressed as M2 d1v1ded by
reserve money, increased to 2,52 from 2.35 1in 1983, The money
multiplier for M2 was 2,51 in 1982, :

On average, reserve money increased by 46.9.percent in 1984,

as compared with 38,60 percent in 1983, 60 percent in August and
September :

2. The Demand for Money

The demand for money, expressed as a percentage of GNP, declined
substantially -from 5.2 percent in 1979 to 3.8 - 4.0 percent in the
following five years, In 1984, it remained at 4 percent of GNP, A
decrease in the commercial sight deposits/GNP ratio from 6.3 to
5.5 percent might be indicative of the banks' practice of requiring
that compensating balances in thé form of commercial sight deposits
be held by customers for a certain proportion of their loans., This
is often for as much as 30 percent and whilst it is difficult -to
estimate what proportion of the total commercial sight deposits
is represented by these-required deposits, the analysis of the
demand for money becomes rather more meanlngful if commercial sight
deposits are subtracted from the broad definition of the money
supply (M2), With this adjustment the demand for money ratio of
M2 to GNP will be seen to have come very close to the 20.8 percent
achieved during the period 1971-1975., The ratio attained by the end
of 1984 was 20.1, which is indicative of the long time required to
recuperate previous losses, Indeed, this ratio was as low as 10.4
percent in 1980. On the other hand, the M2 broad definition of the
money supply had by the end of 1984 achieved a ratio never attained
in the past 15 years., The average for 1971-1975 was 25.2 percent of
GNP that for 1984 was 25,6 percent, The same is true of M2 + Public
deposits; this was 27.9 percent in 1971-1975 and 28,8 at the end
of 1984,

DEMAND FOR MONEY
(hs percent of GNP)

19711975 197&~1980 1779 1980 1981 ig82 1983 1984 -
1)Currency 5.90 5.30 5,20 4,00 3.80 4,00 3.90 4.00
21Commercial Sight Dep. 4,40 5.50 5. 20 4.70 5.70 6.40 6.30 5.50
3iSavings Sight Dep. ?.10 &, 6 5,40 3.70 3.20 =.80 3.80 2.20
4) Ml=(1)+(2)+(3) 19.50 17.50 15.90 12,40 12.80 13.20 14.00 12.00
5)Time Deposits 5.70 3.30 2.70 2.70 6. 40 B. 40 F.30 13. 40
&) M2=M1+(5)} 25.20 20.80 18. &0 15.10 19.20 21.60 23.30 25.460
7)Public Deposits 2.70 2.20 1.90 1.50 1.80 2.20 2.50 3.20°
8) M2+(7} 27.90 23.00 20.30 14. 40 21.00 23.80 25.80 28.80
?) M2-(2) 20.80 15. 30 13.40 10.40 13.350 15.30 17.00 20.10
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3. Deposit Banks' Deposits

The term structure of deposit interest rates prevailing in
1983, during which year inflationary expectations were relatively
higher in comparison with 1982, had favoured the holding of sight
rather than time deposits. At the end of 1983, interest rates were
lowered for sight deposits and raised for term deposits., The "high'
interest rate policy pursued in 1984, where by interest rates were
to be reviewed quarterly in the light of developments in the current
rate of ‘inflation, was aimed at paying positive rates of interest
on money deposited with the banks., In the event, interest rates
~ were subjected to three reviews in 1984 and adjusted in the face
of accelerating inflation.

REAL
INTEREST RATE

Mominal Deposit Real Deposit Real Deposit

Year Interest Rate Intérest Rate Interest Rate
(Maz:imum) (Mastimum)* {Max i mum ) *¥*
1975 ?.00 ~0.97 -10.18
1976 .00 ~3. 67 -7.31
1277 ?.00 : ~12.15 =~13.33
1978 17.25 —12.15 =27 .63
1979 22.487 ~23. 16 ~-24.90
1280 30.00 -7 .27 ~33.07
1981 49.17 ?.06 8.40
1982 50.00 19.76 13.04
1783 42.350 ?.07 10.63
1984 93. 00 0.65 5.08

*Deflation by Wholesale
Price Index

**Daflation by Istanbul
Cost of LLiving
Index

Real Inter (i+nominal interest rate)
et Rate B e e B L £ o

(1+inflation)

Total bank deposits increased by 52,92 percent in 1984,
bringing the total to 4,714 billion TL from 3,083 billion TL
in 1983. The average rate of increase in 1984 was close to
52 percent,
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TOTAL EANK DEPOSITS
(BEILLLION TL}

PERCENTAGE CHANGE

1982 1783 1984 1783 1734

END OF PREV. YEAR 1509.50 2357.40 3083. 20

FEE: 1437.20 2197.10 3087.%0 52.87 40.54
JAN 1383.20 2143.10 R2985.70 54.24 39.32
MAR 1477.90 2263.%0 3284, 50 S5i3.18 45.04
APR 1568. 40 2260.70 3423.40 44,15 Il.42
MAY 1573.40 2352. 60 3831.10 49,52 50.09
JUN 1613.30 2411.90 3675.40 49.350 a92.39
JUL. 1658.20 2442.10 3741.10 17.21 53.19
AUG 17468. 60 2499.20 3822.%0 41.31 S52.96
SEPT 1774.20 2506 . 60 a978. 60 41.28 og.72
ocT 1877.10 2570.30 4117.90 36.93  HO0.2t
NOV 1974.60 2617.40 4344.10 32,65 65.84
DEC 2357.40 3083. 20 4714.80 30.79 . Ha.%2

AVERAGE YEAR-ON-YEAR
% CHANGE 43.77 51.8%9
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However, when expressed in real terms, that is by deflating
them with the Wholesale Prices Index, total deposits remained at
almost the same level that in 1983, ' -

REAL BANK DEPOSIT INDEX

1982 1283 1984
WHOLESALE PRICE INDEX '
(1981:100) 136.20 120,80 292.790
REAL. BANK DEPDSITS INDEX

IN 1981 CONSTANT PRICES:

TOTAL BANK DEPOSITS 100. 00 ?3.35 33.00
SAVINGS ‘ 100.00 91.70 9%.00
COMMERCIAL. 100.00 88.80 63.90
OTHER . 100.00 117.00 132.90

s ot i S ek 0. 88 it Moy B o P e ML 4440 A i i o ST PO PO ek e bk 081 S LAt LT St 49T Fop 099 S oy ok PRALS LS R L L RS AL P S S b bkt e

On the other hand, a real increase was to be observed, in
savings deposits, which rose by 8 percent in real terms in 1984,
In spite of this increase, at the year end saving deposits 1in
real terms were 1 percent lower than their 1982 level.

As a result of the differential rate of increase in the
various categories of deposits, their relative shares of total
deposits showed notable variations., Commercial deposits decreased
considerably, from 26.5 percent in 1983 to 19.7 percent in 1984,
whilst savings deposits increased from 61.5 percent to 66.6 percent.

Other deposits also increased, from 12 percent to 13.7 percent of
"the total.

COMPOSITION OF EANK DEPOSITS (L)

v v s e 1o e et S S, i i it 9 . S 5861 S Tk L1 Pt B i pra, e e b Il $140 AR e YT o o S e PG L T AT TR P T T T S b S i e e 7 Sk sl S50 RS S S e

1981 1982 1983 1984 .

SAVING DEPQSITS : 58.50 62, 50 61.50 bb. &0
DEMAND ' 14. 60 11.40 18.20 7.50
TIME 43,90 51,20 43,30 59,10
COMMERCIAL DEPOSITS 30, 50 27.80 26.50 19.70
OTHER 11,00 9,60 12,00 13.70

TOTAL , 100. 00 100. 00 100. 00 100,00

Lt o A vpap T ey S S o ¥R PR e e b SO B s T AT Pt 7t £ ome e Simbd bkt S s T i (e g Sy . [P ——————— A
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COMPOSITION OF SAVING DEPOSITS  (BILLION TL)

s rmy e e St Srris P ek i e YUME L it s Sy Pl EMA LA PR PG S MALS ALY LR A B B s rab bk b e drm rered e e S g1mg ey fae et b St A Srvem S P i - W WY B iR St bt

1981 1982 1983 1984
883.20  1476.20  1898.30  3143.60
TOTAL SAVINGS (100.00) (100.00) {(100.00) (100.00)
220, 90 270.30 562,10 256. 30
' DEMAND (25.00)  (18.3) (29.6) (11.3)
| 662.3B0 1205.90  1336.20 2769.40
TIME L (75.00) © {81.7) (70.4) (88, 7)

i i LLA44 BLL LR 4400 408 44018 =ik 2 e e s o e € e omat P R S et e} Ap o P 44 T 18 T 1Y YT FY CEVRE SRR TIHY PP 148 TS PG S8R 44 S e 2502y 40 7. P AR tbe e ey Pt oo P

The fact that total bank deposits grew at a higher rate  in
1984 than in 1983 needs closer scrutiny, however., First, the rate
of inflation in 1984 was higher than that in the previous year,
In fact, in 1984, the real bank deposits index remained at its
7983 level, and was below that of 1982,

Secondly, the new banking arrangements made at the end of
-1983 brought about a number of changes in the monetary sector's
framework, High rates of interest were also paid on bank deposits
of relatively short maturity, implying that, whilst the burden of
-interest on total deposits was substantially greater in 1984,
interest accrued and was added to bank deposits at shorter intervals
than previously. In other words, the self-generating capacity of
bank deposits has been greatly increased as a result of the new
interest rate policy and total deposits will continue to grow faster ~
assuming that quarterly interest is re-~invested, potentially, by
8 to 9 percent every three months - without any fresh inflow of
funds into the banking system. And high interest earning bank accounts
make up around 60 percent of total dep081ts

Neominally expressed, total bank deposits grew by 51, 89 percent
in 1984, as against 43,77 percent in 1983. Taking the above consi-
derations into account, it may reasonably be concluded that the
current high interest rate policy did not yield the desired result
" of inducing a large inflow of funds into the banks as was the case
in 1981-82,

4, DeﬁoSits With the Central Bank

Total deposits at the Central Bank increased by 28.8 percent
in 1984, bringing the total to 1,278.8 billion TL from 993 billion
TL in 1983, Central Bank deposits were mainly increased by the de-
posit banks' additional statutory deposits in respect of sight and
time deposits. These banks' total deposits with the Central 'Bank
increased by 416.9 billion TL or by 64.6 percent,-within which
total their statutory deposits increased by 77.8 percent from 561,1
billion TL in 1983 to 997.5 billion TL in 1984,

5. Credit Developments

a) Total Credit Stock

The net credit stock increased by 18,2 percent in 1984 but
decreased in real terms by 23 percent, bringing the net credit
volume index down from 92 in 1983 to 70.8 in 1984,




NET CREDIT STOCK

(BILLIDON TL)

ot e e g e e e g e e o e e b e ke e AU ke R AU Ao S ok Ll i oy 8 i L T Y e S e

1982 1983 1984 1783 1984
END OF PREV. YEAR R20359.10 26568.40 3426.40
JAN 1984.70  2583.90  3433.10 30.04 32,87
FEB 2007.70 2&605.10 3351.10 29.74 28. 64
MAR 2102.50 2720.60 3474.40 29.40 27.71 .
APR 2147.20 2714.30 35615.30 26.41 33.19
MAY 2158.80 2730.30 35644.60 26.47 33.49
JUN 2260,10 2910.70 3711.460 28.79 27.52
JUL 22560.40 2888.30 3817.20 27.78 42,16
aus 2254.00 2893.80 3828.40 28,39 32.30
SEPT 2394.40 3004.10 3848.80 25. 46 28.12
acyY 2404.10 3029.50 3970.10 26.01 31.03
NOY 2381.00 3077.80 3954.70 29.27 28.49
DEC 26468.00 3426.40 4049.80 29.41 18.19
AVERAGE YEAR-ON-YEAR
% CHANGE 28.02 29.48
REAL CREDIT INDEX
1982 1983 1984
WHOILESALE PRICE INDEX
(1981:100) 136.20 190.80 292,90
REAL CREDIT INDEX
(IN 1981 CONSTANT PRICES)
CENTRAL BANK CREDITS 100.00 94,50 &41.40
S PUBLIC 100.00 79.70 61.30
PRIVATE 100.00 1246.20 &51.40
DEPDOSIT BANK CREDITS 100.00 95.00 71.90
INVESTMENT & DEVELOPMENT
BANK CREDITS 100.00 £88.350 74.80
NET CREDIT VOLUME 100.00 - 92.00 70.80

1982
CENTRAL BANK CREDITS  910.50
PUBL.IC 578. 00
PRIVATE 332. 50
DEPDSIT BANK CREDITS 1805.60

INVESTMENT AND DEVE-

LOPMENT BANK CREDITS 345.40

ANNUAL
PERCENTAGE CHANGE
1983 1984 1983 19834
1234.20 $1204.40 35.55 -32.40
645.10 762.80 11.61 18.25
=89, 10 441,40 77.17 -25.03
2417.50 2793.70 33.89 15. 56
428,20 548. 20 23,97 28.02
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b) Central Bank Credits

Central Bank credits fell by 2.4 percent in 1984, reducing the
1983 total of 1,234 billion TL to 1,204,4 billion TL. In real terms
the Bank's credits decreased by no less than 57 percent as compared
with 1983,

CENTRAL EBANK CREDITS
T (2ILLION TL)

1283 1984
PUBLIC FRIVATE TOTAL PUBLIC FRIVATE TOTAL
END OF PREV. YEAR 578.00 432.50 ?10.50 &45. 10 o8%2.10 1234.20
JAN 554. 40 282,30 834,70 &35, 30 483.20 1118.350
FEE 963. 30 309.50 872.80 o5?27.30 900. 40 1097.70
MAR 574,00 7 328.80 879.30 &35, 40 493. 10 1128.350
APR 568.30 331.40 897.10 641,50 421.10 1132.60
MAY 5446.00 339.10 877.40 ‘646,20 453,30 1109.50
JUN 961.10 33%.10 F00.20 700.10 D68.80 1268.70
JUL 568.90 402. 40 ?71.30 722.30 490. 60 1212.90
AUG B72.30 380.50 52,80 728, 30 H3%.70 1264.20
SEPT 590,80 374.50 F&6£5.30 730.80 447,80 1200, 60
QEeT 521.00 N6b6.90 1057.90 7351.60 447 .90 1199.30
NOV &07.40 47353.70 1083.10 738. 20 446,50 1204.70
DEC 645,10 58%.10 1234, 20 762,80 441,460 1204.40
1400 — CENTRAL BANK CREDITS
1300 |
L] .
1200 — .\ /\', \.l-'-l—l
1.‘00 - / P om g w ““s. TOTAL
st
1000 — . .
- g e
- 900 — .__."\,.’./
[ .,a
800 |— 1984 '
o) 1983 .......ooc-'...‘of
5 700 — -
= woseh,, eceser s PUBLIC
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The distribution of Central Bank credits as between the public
and private sectors showed important variations in relation to 1983;
the public sector's share increased from 52,2 percent in 1983 to
63.3 percent -the highest level for five 'years— whilst the private
sector's share fell to 36,7 percent, the lowest level for the same
half decade. There were also important changes in the make-up of
the public sector's credit total, with short-term advances to the
Treasury rising to 60.7 percent as against 27.4 percent in 1983.

When allowance is made for the consolidation of certain insti-
tutions' debts in the Central Bank's latest balance sheet, advances
to the Treasury in 1984 make up 40.5 percent of the Bank's total
credits.

The distribution of the Central Bank's public sector credits
by economic sectors shows the changes which took place in greater
detail. Of total Central Bank credits to the public sector, short-
term advances to the Treasury rose from 51.4 percent in 1983 to
60.7 percent in 1984 but agricultural support credits represented
only 19 percent as against 24.6 percent, credits to industry dropped
from 17.4 to 14.9 percent and credits to the State Investment Bank
‘went down from 5.8 to 5.4 percent of the total,

DISTRIBUTION OF CENTRAL EBEANK CREDITS BY ECONDMIC SECTORS (%)

1980 1781 1982 1983 1984
Advances to Treasury =8.,80 28.30 22.20 27.40 &£0.00
Agricultural Support 22.50 2%5.30 =2.30 15. 460 .20
Agricul ture 10.80 g.10 2.40 3.80 3.70
Industry a27.00 23030 29. 40 27.20 21.90
Small Artisans 1.10 1.40 1,30 1.460 2.80
Export 7.30 12.20 11.10 14.70 3.80.
Commetce 2.90 1.40 4,30 ?.50 2.00
Oeher ‘ - - - e 0. &0
TOTAL 100.00 100.00 106.00 100.00 100.00

The credits obtained from the Central Bank by the private sec-
tor through the deposit banks fell by 48.7 percent in 1934, reducing
the sector's share of the total from 48.9 percent in 1983 to 35.8
percent., : ‘

c) Deposit Bank Credits
The volume of credits extended by the deposit banks increased

by 15.6 percent in 1984 to a total of 2,793 billion TL as against
2,417 billion TL in 1983,




In real terms,however

percent in 1984,
that of 1982.

DISTRIBUTION OF DEPOSIT EANK

(%)
’ 1980 1981 198 1983 1984
Agricul ture 19.50 20.20 18. 60 21,20 16.90
Industry 33.40 34.80 30.90 21.70 27.20
Small Artisans 4,70 4,80 5.10 5.20 5. 30
Construction 4,80 2. 50 .90 5, 40 7.90
Towr ism Q.10 Q.20 0.10 Q.10 0.20
Export: e 40 7.10 21.00 22.60 18,10
Import 2,10 2.30 3,20 1.90 4.30
Domestic Trade 9,50 11.2 15,70 19,90 17,50
Other Financial Inst. - Q.10 0D.30 g. 40 - Q.60
Und istr ibuted 21.50 16.80 1.20 1.60 2,00
TOTAL | 100:00 100.00 100.00 100.00 100.00
DEPOSTT BANK CREDITS (BILLION TL)
PERCENTAFE CHANGE
1982 1983 1984 19823 19834
END OF PREV. YEAR 1318.70  1805.460 R417.5
FER 1296, 90  1747.90 24030 34,78 37,09
JAN 1287.30  1740.%0  R448.80 ‘a5, 21 40,70
MAR 1383.70 1847.10  2477.90 33, 49 34.15
APR 1422.70 1848.70  2587.20 29,94 39.95
MAY 1431.90 188B2.90  2606,20 81,50 38, 41
JUN 1516, 40  204%.20 R6&146.40 34,87 27.93
JUL. 149%, 90  2011.20 2685460 B4, 45 23,53
ALG 1484.50  2004.80  24683.460 35,05 33.86
SEPT 1600.00 2090.80 2681.80 30. b8 268.27
ocT 160%.80 2112.50 R2770.70 21,55 31,16
NDY 1574, 00 2134,80 2752,230 95,70 2g. 93
DEC 1805.860 R2417.50  R2793.70 233,99 15,568
AVERABE YEAR-ON-YEAR
33,30 32.04

% CHANGE
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CREDITS BY ECONOMIC SECTORS

the volume of credits decreased by 24.3
-representing a credit level 28.1 percent lower than

The distribution of deposit bank credits by economic sectors

indicates that, in 1984, the shares of credits extended to agriculture,
exports and domestlc trade fell whilst the credit of 1ndustry,
constructlon and imports increased.




O
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d) Investment and Development Bank Credits

In nominal terms, credits extended by the investment and
development banks rose at a higher rate in 1984 relative to 1983,
whereas, in real terms, these credits fell by about 16 percent.

INVESTMENT & DEVELOPMENT BANK CREDITS BY ECONOMIC SECTORS (%)

O e R D e R e L

1980 1981 1982 1983 1984

|

Industry 85.30 879.10 ?21.50 21.80 ?2.20 |

Mining 5. 40 2.60 2.10 1.70 2.40
Energy 790 ?.70 10.10 ?.70 . 8.90
Imalat 72.40 76.80 7%.30 80.0 . 80.90
Transportation and Com. 13,20 10.00 7.10 S5.70 4,80
Tour i sm 0.80 0.90 1.40 2.90 3.20
TOTAL 100.00 100.00 100.00 100.00 100.00

Almost all investment and development bank credits go to
industry; in fact, industry's share of these banks' credits rose
from 91.8 percent in 1983 to 92.2 percent last year. There was also
a small rise in tourism's share of these credits but a decline in
the percentage of the total which was granted to transportation and
communications,

6. Financial Intermediation in the Economy

With the objective of enhancing the effectiveness of the eco-
nomic stability measures, in 1984, the end 1983 debts of various
public institutions and some banks owed to each other have been
consolidated and reflected on the 'assets'" side of the Central Bank's
balance sheet. The consolidation amounted to some 2,471,1 billion
TL and the debit and credit positions of the financial institutions
concerned were adjusted accordingly.

Adjusted for this latest consolidation, the flow of funds
realized through the intermediary of the financial sector in 1984
may be summarized as follows. The financial sector as a whole
collected 2,390.8 billion TL. worth of net funds, of which 1,282.4
billion TL. emanated from the household sector in the form of
currency and savings deposits,90.7 billion TL. from abroad, 104.5
billion TL from social security institutions, 280.5 billion TL.
from capital accounts and 334.8 billion TL. from various other
accounts., In turn, the financial sector funded public enterprises
as to 1,409.3 billion TL, private enterprises as to 891.3 billion
TL, and used some 90.3 billion TL. to purchase real estate.
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Other note-worthy developments observed in the non-financial
sector are:

—~ While the money-creating institutions and investment and
development banks incurred net additional borrowings from abroad,
the deposit banks increased their net foreign assets,

— Public administrations borrowed from all financial insti-
tutions, including money creating institutions; public enterprises,
on the other hand, made a net contribution of funds to deposit banks
and money-creating institutions,

~ A major portion of the funds obtained by the deposit banks
from households in the form of savings deposits, was, in turn,
transferred by these banks to private enterprises,

a) Financial Intermediation by Money—Creafing Institutions

In 1984, money-creating institutions made a net transfer of
1,314.1 billion TL worth of funds in the economy. These institutions
obtained 553.5 billion TL worth of net funds from deposit banks,

243 billion TL by printing currency and some 238,1 billion TL,
from abroad and 24.4 billion TL. from public enterprises. Almost all of

the funds collected by money creating institutions were utilised to finance
public administrations.

NET FLOW OF FUNDS THROUGH
MONEY CREATING INSTITUTIONS

(BILLION TL)

Fublic Administrations 273.80 418.30 2582.20 (1311.3)

Public Enterprises 31.90 ~20.70 -228.10 (-24.4)
Deposit Banks ‘ -1&60.10 81.40 =-747.70 (-553.5)
Other financial institutions 13.20 2.00 -43,10 (-2.3)
Abroad S.60 -288.00 ~1050.%90 (-238.1)
Currency ~154.30 188.50 -243.00
Private Enterprises 31.40 37.80 -4.10
Real Estate .80 5.40 2. 60
Capital Accounts -7.10 -53.70 -4.80
Undistributed ~33. 20 24.60 ~243. 80

356.70 540.70 2585.50 (1314.1)

{—-) =zNet Sources
{(+) :Net Uses

¥Provisional

(In paranthesis are figures corrected for

the latest Central Bank consolidation)
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Whereas money-creating institutions had provided net funds to
the deposit panks in 1983, in 1984 - as in 1981 and 1982, in 19841
the latter were observed to have transferred a significat amount of
net funds to the- former. In 1984, the deposit banks' net transfer
to the money creating institutions represented some 42 percent of
total net transfers to the latter. '

Another note-worthy development was that contrary to previous
years, in 1984 public enterprises were observed to have provided
net funds to money creating institutions. : )

b) Financial Intermediation by the Deposit Banks

The net transfer of funds in the Turkish économy undertaken
by the deposit banks totalled 1,598.7 billion TL. in 1984. These
banks collected a net fund of 1,090.3 billion TL. from the house-
hold sector in the form of savings deposits, 193.9 billion TL.
from public enterprises and 127.2 billion TL. from social security
institutions. In ‘turn,  they transferred 783.5 billion of net funds
to-private-enterprises,-553.5 billion TL tn the Central Bank and
87.8 billion TL. to public administrations. Due to the rapid growth
of savings deposits in 1984, the household sector's share of (net)
total deposit banks' sources rose to around 70 percemnt. When the
deposit banks' funds by uses are examined, it is to be noted that
the high share of private enterprises was also maintained in 1984,
Nonetheless, this share declined from about 70 percent in 1983 to
50 percent last year. :

MET FLOW OF FUNDES THROLGH
DEPOSIT BANKS

(BILLION TL)

198z 1983 ivg4g*
Vault 2%5.00 52.80 50,90
Abroad 13.40 41.20 33. 60
Pubtlic Adminstrations nR.80 -158.90 87.80
Public Enterprises ~14.40 19.70 -155.40 (~139.3)
Private Enterprises 193.10 673,40 6H20.30 (783.5)
Houwseholds - -411.50  ~548.90 ~1090.30
Investment and Development
EBanks - 6. 30 4., 60 S 30
Social Security Institutions -106.50 33.00 -127.20
Central Bank 160.10 -81.40 767.70 (553.5)
Real Estate &3.20 45,00 84.10
Capital Accounts 23,70 ~117.50 —-160.40
Undistributed 1046.20 103.00 -116.40 (~B1.35)
bbb ?39.7 1649.7 (1598.7)

(—-) shNet Sources
(+) =zNet llsen

*provigional

{(In paranthesis are figures corrected for

the latest Central Bank consolidation)
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Other Financial  Institutions

All except money-creating institutions and deposit banks are
included in the definition of "other financial institutions", but
due to the inadequacy of data from many institutions in this cate-
gory, in this sector, only investment and development banks are
taken into consideration,

In 1984, a net transfer of some 223.5 billion TL. was realized
through the 1ntermed1ary of the investment and development bankS,
These banks used some 50 percent of their total net sources: to
finance private enterprises; some 73 billion TL. of net funds was
"extended to public enterprises, 22.7 billion TL. to social securlty
institutions and 10 billion TL. to public administrations.,

In recent years, the public enterprises' share in the use ef

the investment and development banks' net resources has been declining
in favour of that of the private enterprises.

7. Imterest Ratee

s

The present government's economic approach views "high'",
"positive'" interest rates as a major tool of economic policy to
restrain domestic demand pressures, mobilize domestic savings and
decelerate monetary growth. With the aim of controlling demand
and strengthening market-oriented resource allocations, at the
end of 1983, interest rates were lowered for sight dep081ts from
20 to 5 percent and substantially raised for time deposits, to
a 49 percent maximum, To provide savers with p081tlve interest
retirns, the rate of withholding tax on interest income was reduced
to 10 perCent. According to this new policy, interest rates are to
"be reviewed quarterly in the light of developments in the current
‘rate of inflation. In 1984, interest rates were subjected to three
reviews and adjusted upwards in the face of accelerating. inflation,
At present, the maximum interest rate paid on bank deposits is 53
.percent and 5 percent is paid on demand deposits,

The Central Bank re-discount rates and bank lending rates were
also raised in 1984. According to present arrangements, the Central
Bank is authorized to establish ceilings on deposit interest rates,
‘whilst the: banks -are permitted to set their own lending rates withou
restrictions.

With the aim of reducing the cost of borrowing, the Financial
‘Transactions Tax was of lowered from 15 to 3 percent in 1984. 1In
addition, for non-preferential credits, the contributions to the
- Interest 'Rate Relief Fund was reduced from 15 to 7.5 percent. To
encourage lending for export and priority investment activities,
the banks were allowed to operate reduced reserve requirements,

of only 20 and 15 percent, for funds allocated to such credits.




EANK DEPOSIT & LENDING RATES .

1984 1985
MARCH1 MAY14 JULY7 AUBUST 11 JANUARY 1
MAXIMUM BANK LENDING RATES
Short+~term credits
Geneir-al . 50.00 53.50 593.50 93.50 - 93.50
Export credits 40.00 42.00 45,00 4%, 00 -
Medium—term credits
Genera)l ’ uF.OO 52.00 o2. 00 52.00 52.00
Agricultural credits 28.00 28.00 28.00 28.00 30.00
MAX IMUM DEPDSIT RATES _
Demand deposits - 5.00 - 5.00 5.00 5.00 5.00
Saving deposits{(1-2 months) 43.00 35.00 35.00 35.00 835.00
Saving deposits(2-3 months) . - - - - -
Saving deposits(3-& months) 49.00 52.00 S52.00 53.00 53.00
Saving deposits(&6-12 months) ~ 47.00 48, 00 48,00 52.00 52.00
Saving deposits(12-24 months) 45.00 45.00 4%5.00 45.00 45.00
Certificates of deposits :
3-6 months . 49.00 52,00 52.00 53. 00 53.00
&—-12 months 47.00°  48.00 48,00 S2.00 52
12-24 wmonths 4%5.00 45,00 45,00 45.00 4@.

1984 1983
MAREH 1 MAY14 JULY 7 AUGLIST 11 JANUARY 1
CENTRAL BANK
REDISCOUNT RATES
Short~-term credits
(general} 48.50 S52.00 S52.00 52.00 52.000
Agricul ture
Credit cooperatives 25.00 25.00 2%. 00 25.00 28.00
Sales cooperatives 37.00 - 37.00 37.00 37.00 - 46.%0
Small tradesman and ar—
tisans - 23.00 23.00 23.00 23.00 27.00
Industry - 30.00 30.00 30.00 30.00 33.00

Exports 40,00 42.00 45.00 45.00
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8. Money and Capital Markets

In 1984, the total value of securities issued rose by 330
percent as compared with the previous year; public sector issues
" rose by a much a higher rate. (413 percent) than did those of the
private sector (46 percent). As a result of the differential in
rates of growth the public sector's share of total security issues
increased from 68 percent in 1983 to 86.2 percent last year.

SECURITIES IS88UED , (MILLION TL)
1980 1981 1982 1983 1984
PURLIC SECTOR 75800.00 135000.00 74730.00 242010.00'1028984.00
Bovernwent bonds E50000.00 70000.,00 &4%9730.00 239010.00 225000.00
Treasury bills. 10000.00 &65000.00 - - 793984.00
State Investment Fank .
bonds _ 15000. 00 - - - -
Real Estate Bank bonds  800.00 - S000.00 10000.00 -
Certificates of Revenus
Partnership - - - - 10000.00
PRIVATE SECTOR BPF26.00 41288.00 122768.00 1123242.00 16412900
Bonds 18011.00 15981.00 13245.00 146343.00 12808, 00
Equitiesk* ‘ 21915,00  25307,.00 109323.00 25897.00, 151321.00
TOTAL. 1185726,.00 176208.00197498.00 2361252, 00 11931 15. 00

*Quoted on the Stock Exchange Market

. Larger than expected Treasury deficits appeared in 19284, not
only because increased Budget expenditures could not be avoided

and a reduction in payments could not be managed, but also because
some tax revenues actually decreased. The public sector's deficits
had to be made good by bond issues which carried more attractive
interest rates than those ruling in the market and this significantly
restricted the private sector's borrowing possibilities. The
government's policy also had, of course, a negative influence

on the development of the capital market.

The serious imbalance in the ‘public sector's income and expen-
diture account and the resultant covering of deficits by borrowing
on terms which forced up interest rates throughout the market is
one of the main factors in explaining the low and still declining
trend in the private sector's investment demand. To be more specific,
in 1984, private savings amounted to some 11.3 percent of GNP but
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4.3 percentage points is represented by "forced" savings (retirement
fund contributions, social insurance premiums etc.), meaning that
only 7 percent of GNP remained available for distribution. On the
other hand, the public sector's indebtedness amounted to 4.1 percent
of GNP, leaving 2,9 percent of GNP, or an amount of only 506 billion
TL.. for loans and the capital market.

In these circumstances, it is difficult to expect that private
sector investment could have reached the 5.2 percent of GNP which
had been set and which is anyway unduly low, bearing in mind  the
present state of the country's economic development (actually,the
1985 Development Programme over-optimistically anticipates total .
fixed capital investment this year (1985) at 18.4 percent of GNP,
with the private sector providing 7.6 percent of GNP).

New forms of securities have been introduced into the Turkish
capital market. Companies may now issue "Profit and Loss Sharing
Certificates" at home and abroad, provided that both the profit
and loss is shared and that the total liability of investors does
not exceed the nominal value of the certificates. "Certificates of
Revenue Partnership" are another instrument introduced for the first
time in 1984. The Housing Development and Public Participation Ad-

ministration may, under present regulations, issue such certificates

for the revenues of public utilities and other public institutions
or works owned by the State Economic Enterprises.

These are, of course, guite important steps towards the widening

of the capital market's base and the development of more active
money and capital markets within thé economy.

9. Inflation

All the indices used as indicators of inflation show that the
annual rate of inflation, which had been pulled down to around 30
percent in 1982-1983, reaccelerated in 1984, The different indices
indicate that, in 1984, price increases were somewhere between 43
percent (Istanbul Cost of Living Indéx of the Istanbul Chamber of
Commerce) and 52 percent (Wholesale Prices Index of the Treasury
and Foreign Trade Under-secreteriat). Despite the fact that price
increases during the last quarter of 1984 were considerably below
those in the corresponding period of 1983 (the Wholesale Prices
Index rose by 7.5 percent in the last quarter of 1984 as against
12.8 percent in the corresponding quarter of 1983), it is difficult
to accept that inflation is now under control. :
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WHOLESALE PRICES INDEX (1963=100)

CHANGE WITH RESPECT CHANGE
TO CORRESPONDING WITH RES-

CHAIN MONTH OF PREVIOUS PECT TO
YEAR/MDNTH  INDEX INDEX YEAR ENDOF YEAR
1983
JAN  S007.0 4.0 . 25.0 4.0 -
FEE 5088. 6 1.6 24.9 5.7
MAR SR46.3 3.1 24,1 8.9
APR 53462, 1 2.2 23.7 11.3
MAY S4246.5 1.2 24.1 2.7
JUN 5635, b 3.9 9.5 17.0
JUL 5735.5 1.8 30.2 19.1
ALIG 5845, 6 1.9 31.0 21.4
8P 5988, 4 2.4 .5 24,3
ncT 61388.0 2.5 Db, 1 27.4
MOV 6424, 8 4.7 39.9 33. 4
DEC L7845 5. b 40,9 40.9
1984 _
JAN 7140.8 5.3 42.6 5.3
FER 7401.1 ° 3.6 45, 4 9.1
MAR 7541. 14 2.3 44,3 11.6
APR 8056. 4 6.8 50.3 18.7
MAY 8649.4 7.4 56, 4 av. s
JUN 8691.2 0.5 542 - 28.1
JLIL. 87368.9 0.5 S, 4 28.8
ALG 089, 0 4.0 E5. 5 34.0
SEP 5354.9 2.9 Sidyy 2 37.9
ocT 584, 2 2.5 S6.1 41.3
NOV 9794. 4 a.2 Se 5 44,4
DED  10064. 1 2.9 482, 4 43. 4

SOURCE: TREASURY AND FOREIGN TRADE UNDER SECRETERIAT

A number of factors were possibly responsible for reacceleration
of inflation in 1984:

It is to be noted that the stance of the monetary and
fiscal policies pursued in 1984 was not gufficiently "anti-
inflationary". An examination of the various monetary indicators
shows that there was in fact a higher rate of monetary expansion
in 1984 than in 1983. The average annual percentage increase in
the banknote issue was 43.9 percent as against 25.5 percent in
1983 and reserve money also recorded a higher rate of growth
(46.90 percent as against 37.71 percent in 1983).

On the other hand, whilst the December to December M1 growth
rate was confined to about 11.9 percent, the annual rate of growth
of M2 climbed to 48.81 percent, about as high as the rate of inf-
lation; this in itself must cast some doubt on the appropriateness
of the current monetary policy's choice of M1 as its guideline.
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. - The deflationary and demand -~ reducing effects of the "high
interest rate policy" in the initial periods began to weaken as
high rates were maintained for long period. High interest rates no
longer seem to act as an effective brake on inflation, since they

influence prices and costs on both the supply and the demand sides.

On the .demand side, high interest rates tended to further
distort income distribution in the country. Because the highest
rates of interest were paid on three-months' time deposits, depo-
sitors, and particularly small deposit holders, preferred to spend
rather than re-invest their interest earnings. On the supply side,
high interest charges have become a major cost element in so far
as production is concerned. The exhorbitant credit charges made by
the banks to. their corporate customers in industry have long been
reflected in price mark-ups to the maximum levels which the elas-
ticity of demand allow.

- Another factor fuelling inflation dynamics is the spiralling
depreciation of the Turkish Lira against the US dollar and other
-major hard currencies. ‘

Imported goods or products manufactured with sizeable imported
inputs have been much affected by the rise of the dollar;in addition,
SEE and corporate price policies have tended to shift on to the consumer
the increased costs of petrol and other fuels stemming from the
steady rise of the dollar against the Turkish Lira.

- The attempt to turn the SEEs into profit-making organizations
had adverse effects on their prices last year. The SEEs, which
account for nearly half of Turkey's industrial output and which
produce many of the basic inputs for private industry, contributed
to overall rise in costs by making sporadic price increases during
the course of the year. ‘ :

. — The bad harvest of 1983 led to sharp increases in prices
of some produce and food-stuffs in 1984, In fact, the Wholesale
Prices Index for food and fodder recorded a rise of 61.3 percent,
well-above the rise in the General Index.

In some agricultural products, the growth of export demand
created relative shortages at home which also prompted higher
prices.

- The government failed also to change the inflationary expec-
tations of economic units and public opinion at large. In fact, by
issuing Treasury bonds with interest rates of as much as. 55 percent
free of tax, it boosted inflationary expectations despite its
official end-1984 inflation target of 25 percent.

The Cost of Living Indices published by the Treasury and Foreign
Trade Under-Secretariat showed annual average rises of 47.3 percent
for Ankara and 45.6 percent for Istanbul, whilst the Istanbul Chamber
of Commerce's (Istanbul) Wage Earners' Cost of Living Index rose
by an annual average of 43.7 percent. :
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/

The Consumer Prices Index prepared by the State Institute of
Statistics indicated an annual average increase of 48,7 percent
for Turkey as a whole, with higher averages for the Black Sea
Region (49.6 percent) and for the Aegean and Marmara Regions (49.6
percent), and lower averages for the East and South East Anatolian
Regions (48.4 percent), the Mediterranean Region (48.1 percent) and
the Central Anatolian Region (46.5 percent), Some cities had average
price increases as high as 55.7 percent (Diyarbakir), 51.6 percent
(Zonguldak), 50.7 percent (Trabzon) and 50.6 percent (Istanbul)
and as low as 44.9 percent (Erzurum), 45.5 percent (Izmir), 45.8
percent (Eskisehir) and 46 percent (Bursa; Ordu),

The common charasteristic of all Indlces was higher prlces
for food than for the other sub-groups.

The Wholesale Prices Indices exhibited higher average rates
than the Cost of Living and Consumer Prices Indices. Wholesale
prices increased by 52 percent according to the Treasury and Foreign
Trade Under Secretariat by 50.3 percent according to the State
Institute of Statistics and by 46.4 percent according to the.
Istanbul Chamber of Commerce.

On a sectoral base, energj sector prices showed the highest
rate of increase, followed by those of the agriculture, manufac-
turing and mining sectors. ‘

In raw materials, the highest price increases were registered
by animal feeding stuffs, vegetable food-stuffs, animal products,
livestock and industrial raw materials and semi-finished products.

On a yearly average basis, private sector prices increased
more (by 51.4 percent) than public sector prices (by 47.7 percent),
whilst the overall average was 50.3 percent, according to the Wholesale
Prices Index of the State Institute of Statistics.

The Internal Terms of Trade moved in favour of agriculture,
raising the annual average to 74 in 1983 from 65 in 1983, with
marked rise in the second guarter and a slight in the last quarter.

WHOLESALE
% PRICE INDEX

8 [ (% change 1963 = 100)
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H

WHDOLESALE PRICE INDICES (1963=100)
YEARLY AVERAGE, PERCENTAGE CHANGE

1980 1981 1982 1983 1984 (ng-
GENERAL. INDEX 107.2 36.8 a5, R 30. 6 52,0 ApB
A)YFOOD & FODDER 100.3 41.6 - 21.2 26.5 61.3
1.FDOD o 78.3 57.9 15.5 19.5 - 6341
-Cereals 111.46 72.1 19.7 20.3 44,1
-Pulses 40.5 - 48.46 47.8 11.5 oa2.9
-Other . 1356.3 38. 1 15.5 18.6 6R.8
2. IVESTOCK 94,3 16. 6 P7.9 47,4 44,9
3. .IVESTOCK PROD. 78.2 23.7 29. 4 24.3 &1.6
4. FODDER - 103.0 48. 4 10.1 32,4 Th.5
B)INDUSTRIAL RAW
MAT. & SEMI-
MANUFACT. GOOD 115.8 31.1 30,3 35.5 41.9
1.FUEL 169.6 32.7 28.8 37.46 30.7
B MINERALS 1022 20.7 38.8 25.9 39.0
3. TEXTILES 79.4 22,4 32.5 24,5 47.5
4. EATHER &7.5 29,7 25,0 22.3 49.0
5. IND. MIN. DILS 153.3 =8.0 2.9 28.0 52,1
&4.PAPER 169.7 30.5 18. 4 22.3 52.8
7.CONSTRUC. MAT. ga. 4 17.2 29.8 46,4 53.2

D T T L T T R

SOURCE: TREASURY AND FOREIGN TRADE UNDER SECRETERIAT

INTERNAL TERMS OF TRADE (%)

QUARTER 1976 1977 1978 1979 1980 1981 1982 1983 1984
I 114.2 113.7 10%.1 856.3 48.8 a1.1 73.7 &67.5 73.6
11 113.6 110,46 100.8 73.9 65.8 77.3 72.5 63,3 77.4
1l 105.5 101.5 93.2 72.4 £8.0 70.7 &8.8 632.0 73.7
v 2.2 103.8 B85.5 4. & 74.7 72.6 6b.9 &8.2 73.0
ANNUAL
AVERAGE - 110.8 104.9 7.1 75.3 69.5 75.4 49.89 65.1 74.4

‘ * Agricultural prices/Industrial prices
SOURCE:s TREASURY & FOREIGN TRADE UNDER SECRETERIAT
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10. Gold Prices

Gold prices followed a similar trend in 1984 to that of the
previous year. The high US budget deficit and the resultant upward
move in US interest rates, together with the increased attractiveness
of investing money in the US, naturally led the demand for the US
dollar to rise in the international market. Because of gold's close
substitutability for the US dollar, gold prices moved downward
internationally in parallel with the rise in the dollar's values.

One ounce of gold ingot valued on the London Market at $ 365.06
in January 1984, fell by 15.8 percent to $ 307.25 at the end of
the year. '

GOLD INGOT (L.ONDDN MARKET) PRICES $/ounce

-4 CHANGE
MONTHS 1982 1933 1984 - 84/83 - 83/82
JAN 339 482 365 -24.3 42.2
FEE 328 497 386 S S91.3
MAR 331 494 374 -20.2 49,2
APR 349 433 395 -8.8 24.1
MAY 332 437 376 -14.0 31.6
JUN 315 431 379 -16.0 43.2
JUL _ 338 4463 377 -18.6 37.0
AUIG T 3bb 417 347 -16.8 13.9
SEP ' 433 418 341 -18.4 -3.5
acT 4351 394 346 ~12.2 -12.6
NOV 414 407 347 ~-13.7 —2.9
DEC 445 _ 359 307 - =-14.5 -19.3

oy i b b it ot s ot i 8% Pt PP Pt oy i kit USE PSS oS o S S AT TS g P et S oo seend AL LebS SR A Lo T S Sk BTEUT MPATE Y Yo S ek b Bt

SOURCE: CENTRAL EBANK OF TURKEY

The price of gold ingots on the domestic market followed a
parallel course to that of the international market in the first
five months of the year. In the latter months, however, gold prices
deviated from the international trend and began to increase or at
least maintained their level. This was mainly a reflection of the
appreciation of the $ against the TL. into domestic gold prices.

GOLD INBOT(GR.24 Carat) Th. ISTANEUL MARKET

MONTHS 1982 1983 1984 g4/83 83/82
JAN 1750 3371 4028 19.5 2.6
FEE 1837 3728 4220 13.2 102.9
MAR 17646 3337 4310 29.2 89.0
APR 1790 3434 4317 5.7 91.8
MAY 1753 3488 4625 .6 99,0
JUN 1745 34468 4515 30.2 98.7
JUuL 1881 33550 4378 23,3 88.7
AUG 2128 34682 4533 23.1 73.0
SEP 2500 34686 4580 24.3 47.4
ocT 2491 3693 44648 25,9 48.3
NOV 2733 3762 44667 24.1 37.7

DEC. 3103 3247 4621 17.1 27.2

it o a2 e o P T i . Bkl e ik b B PR SR o B L LAl 1 S 4L LIS R e . T Lt Wy P A i . VI AL St B4 P P Mkt LS Mdek SPint P et O Pkt $O YIRS SHT SAH4P T PR Sppie ey e




- 87 -

!

The average rates of increase for 1984 indicate that the gold
ingot price increased by 23.5 percent, that of the Gold Republic
by 16.1 percent and that of the Gold Resat by 21.1 percent.

GOLD REPUBLIC COIN (TL)

MONTHS 1982 1983 1984 84/83 83/82
JAN 11598 23708 246766 12.0 104.1
FEE 12180 25987 28074 8.0 113. 4
MAR 114672 28717 - 285607 20.46 103.2
APR 11877 24274 29113 19,9 104. 4
MAY 11628 24474 31125 27.2 110.5
JUN 11394 24643 20640 24.3 112.5
JUL 12479 25475 295650 16.4 100.9
AlLG 14114 26961 30150 11.89 ?1.0
SEP 16748 27421 30388 10.8 61.8
ocT 16718 27140 30800 13.9 62,3
NV 18311 26861 30900 15:0 46.7






CHAPTER 111

FOrReiGN EconoMic RELATIONS

The year-end statistics show that most of the balance of. pay-
ments targets were met in 1984; in particular, exports and workers'
remittances showed sizeable increases over 1983.

_ But this satisfactory outcome of the past year's operations

is not sufficient reason to take a particularly'over optimistic view
in so far as the eventual solution of Turkey' S overall foreign
exchange problem is concerned

The major problem in the Turkish economy is still to secure
a steady increase in foreign exchange earnings, it is a fact that
the big increase in exports during the past year has caused this
to be overlooked in far too many quarters. At the same time, how-
ever,; foreign exchange reserves -and prospects~ are such that
currency situation are not heading the economy towards a new
stalemate in the near future.

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

The foreign trade deficit continued to be an important area
of concern throughout the past year. In spite of the steady increase
in workers' remittances, the surplus on invisible transactions
could not close the foreign trade gap in 1984, and foreign debt
servicing commitments reached a still higher level than in previous
years.,

While exports increased by 24.5 percent to 7.1 billion dollars,
imports rose by 16.5 percent to a total of 10.7 billion dollars;
thus, last year the foreign trade deficit widened slightly to 3.6
billion dollars.

.However, on the basis of the new definitions of balance of
payments items, the foreign trade deficit actually decreased margi-
nally, from 2990 million dollars to 2958 milliion dollars in 1984
and the current account deficit decreased from 1.8 billion dollars
in 1983 to 1.4 billion dollars last year. When capital account
transactions are also considered, the external financing requirement
becomes 1 billion dollars; this was in fact met by short-medium and
long-term credits.
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1. Turkey's Foreign Trade

The Volume of foreign trade has shown a substantial rise in
recent years, resulting in a significant 1ncrease in Turkey's share
of total world trade.

However, the increase in the volume of trade resulted malnly
from the rise in exports and the rise in lmports was relatively
less marked.

Even so, imports, which amounted to 11.13 percent of Gross
Domestic Product over the period 1975-79, rose to 14.17 percent
in 1980, to 18.98 percent in 1982, to 18.45 percent in 1983,and
to 22. 15 percent in 1984, As a percentage of the GDP, exports
amounted to 4.04 percent in the 1975-79 period. In 1980 there
~ was a slight increase, to 5.12 percent, but in 1981 the increase

in exports was explosive and as a result, exports as a percentage
- of GDP amounted—f?‘B—ZB—percent in 1981, "10.89 percent in 1982,
. 11.26 percent in 1983 and again with an exceptlonally sharp
"1ncrease 14, 32 percent in 1984,

FOREIGN TRADE AS A PERCENTAGE OF
GROSS DOMESTIC PRODUCT

et vt A0S oo #1900 Py Vg s o e e o e i gl e e b e e e ok Bk e S S48 . Pt s e s S et it

YEARS EXPORTS IMPORTS FOREIGN TRADE

C1965-69 4.56 &6.35 10.91
1970-74 5.13 : ?.47 14. 460
1975-79 4.04 : 11.13 15.17
1980 5.18 14.17 19.29
1981 8.28 15,43 23.91
1982 10.89 164.98 27.87
1983 11.26 18.45 29.71
1984 14.32 N 22,15 Bb.47

4 A R s v et A SO HPEPY PHE $E1R SH1oR Pract TV P P Yo e e S Sy b S e ek b bubbd $uiid BS Lk S Bt o B Farm STl Brrd PSS P 0% ST PSP P Rarad Repan b Spom e s Bt b eSS bt BAALY

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 continuous 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
a-better performance than the odd number years.

The 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 whlch were elther
clearly below world levels or close to them.
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EXPORTS, IMPORTS & GROSS DOMESTIC PRODUECT  (BILLION TL)
GROSS
DOMESTIC EXPORTS IMPQRTS EXPORTS IN IMPORTS IN FOREIGN TRADE
PRODLUCT (FUR) (ciE) GDP (%) GDP (%) IN GDP (%)
1975 519.10 20.08 68.99 3.87 13,29 17.16
1974 443,90 30.78 892.94 4.64 12.49 17.13.
1977 B&2. 90 21.34 104.88 3.63 12.15 15.79
1978 1274.80 55.36 113.29 4,34 8.89 13.23
1979 2155.90 75.74 178.51 3.51 8.28 11.79
1980 4328, 00 221.50 613.27 5.12 14,17 19.29
1981 6411,20 530,72 1002. 36 B8.29 15,463 23.91
1982 8507, 10 937.31 1461.42 10.87 16.93 27.a7
1983 11531.00 1298, 946 2127.09 11.26 18.45 29.71
1984 18214.40 2609.33 4034.%0 14.32 22.15 35.47

On the other hand, several factors were responsible for the

relative decrease in exports during the period 1973-79; 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 recession. There was, however, a distinct improvement
in most of these factors between 1980 and 1984.

SHARE OF TURKISH IMPORTS AND

EXPORTS IN WORLD TRADE

(MILLIONS OF US DOLLARS)

TURKISH WORLD TUR.EXP/ TURKISH WORLD TUR. IMP/

EXPORTS EXPORTS WORLD EXP. IMPORTS IMPORTS WORLD IMP
1975 1401 809400 0.17 4739 826900 0.57
1976 12460 214400 0.21 5129 F3T700 0.55
1977 1753 1044200 0.17 S7946 1072500 0.4
1978 2288 1207200 0.19 4599 1245300 0.37
1979 2261 1331560 G.15 S06% 1567200 0,32
1980 2710 1878700 0.15 7909 1929300 0.41
1981 4703 1850800 0.25 8933 1212000 0.47
1982 5746 1708000 0.34 8843 1804700 0.42
1983 . 9728 1661800 0.34 9235 1730200 0.53
1984 7134 17469800 0.40 10757 1842600

0.58
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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.

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, had not
then been able te adjust to the changed momentum of world trade.

Under these circumstances, it is not suprising that whereas
exports were able to finance 62.1 percent of total imports in 1970,
they covered only 36.79 percent of the total in 1980. However, the
export-import ratio has since considerably improved to 52.64 percent
in 1981 and to a very creditable 65.79 percent in 1982;it fell to
62.02 percent in 1983, but increased again to 66.31 percent in 1984.

TURKISH EXPORTS AS A PERCENTAGE
0F WORL.D EXPORTS (1950-1984)

YEARS A
195054 0.47
12355-59 0.34
1260464 0.29
196549 0.325
1970-74 0.22
1973579 0.13

1980 Q.15

1781 « 25

1982 0.34
19283 0.34

1984 0.40

GROWTH OF TURKEY’S FOREIGN TRADE (1974=100)

YEARS EXPORTS IMPORTS FOREIGN TRADE TRADE DEFICIT EXRP/IMP RATIO
1270 38.41 23.10 28.93 15.86 &2.10
1971 44.14 30.99 34.80 22.01 57.79
1972 S7.76 41.36 446.10 30.18 54.463
1973 B85.96 59.83 64.10 24,25 63.13
1974 100.60 100.00 : 100.00 100.00 40.56
1975 71.44 125. 44 115.63 150.42 29.57
1974 127.74 135.77 133.51 141.11 38.3R
1977 114.41 153.44 142.18 180.07 30.24
1978 14%2.40 121.73 129.71 102.92 . 49.7%
19797 147.58" 134.20 138.06 125.07 44,60
1980 189.93 20%.38 203.77 222.465 36.79
1981 3046.94 236.48 2546.82 iBg.41 oa2. 64
1982 375.02 23t.22 272.71 133.0°9 65.79
1983 373.83 244,47 2681.80 156.1% 62.02

1984 465.58 294,76 336.74 161.37 66.31
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Taking 1974 as 100, the imports index rose to 284.76 in 1984,
whilst during the same period the exports index rose to 465.62.

SHARE OF EXPORTS & IMPORTS IN
TOTAL VOLUME OF TRADE

TOTAL

EXPORTS IMPORTS VOLUME OF SHARE OF SHARE OF
(FOE ) (CIF) TRADE IMPORTS EXFORTS

(MN %3 {MN $) (MN %) (%) (%)
1970 588 248 1534 61.72 28.28
1971 677 1171 1848 &3.37 3b6. 63
1972 885 1563 2448 63.85 36.15
1273 1317 2084 3403 61.30 38.70
1974 1332 3778 5310 71.15 28.8%5
1975 1401 4739 6140 77.18 22.82
1974 12860 35129 7089 72.35 27.465
1977 1753 0796 7549 76.78 2322
1978 2288 " 4599 6887 b66.78 o d33.22
1979 2261 5069 7330 69,15 30. 85
1280 2710 7909 10819 . 73.10 26.90
1981 47023 8933 13634 65,51 4. 49
1982 S74b 8843 14589 60461 392.39
1983 =728 9235 14963 61.72 38. 28
1984 7134 10737 17891 60.13 39.87

2. Exports

Turkish exports have traditionally been heavily concentrated
in agricultural products and in spite of a decrease in the relative
importance of agricultural exports from 56.6 percent of the national
total in 1975 to 57.4 percent in 1980, agriculture continued to
dominate exports. This situation changed drastically as from 1981
and agricultural products' share of total exports dropped to 32.8
percent in 1983 and to only 24.5 percent in 1984. Exports of indus-
trial goods doubled their share during the same period, rising from
35.9 percent of the total in 1975 to 72.1 percent in 1984.

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

The following table shows the composition of Turkey's exports.
Comparing the figures for the five last 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 72.12 percent in 1984 as
compared with 63.86 percent in 1983 and that the share of agricultural
and livestock exports correspondingly dropped from 32.84 percent
in 1983 to 24.52 percent in 1984. - -

TURKEY: COMMODITY COMPOSITION OF EXPORTS (MILLIONS %)

1280 1981 1982 1983 1984
IYAGRICULTURAL PRODUCTS 1672 219 2141 1881 1749
(IN PER CENT OF TOTAL) 57.46 47.18 37.26 32.84 24.52
~CEREALS AND PULSES . 181 324 337 374 267
~FRUIT AND VEGETABLES 754 795 LH49 591 H44
© LHAZELNUTS . 295 202 , 241 244 305
.DRIED FRUITS 187 208 169 120 119
LCITRUS FRUITS a5 125 77 &9 &2
. OTHERS g4 160 1462 156 160
~INDUSTRIAL CROPS AND FORESTRY .
PRODUCTS 608 813" 741 532 492
. COTTON 323 346 297 197 1468
. TDEBACCO 234 395 248 ‘ 238 2146
. OTHERS 49 70 %6 97 108
~LIVE ANIMALS & FISHERIES PROD. 131 2985 414 age 344
11)PROCESSED AND MANUFACTURED 1047 2290 3430 26568 5145
PRODUCTS
(IN PER CENT OF TOTAL) 35.98 48, 69 59, 49 43,86 72.12
-PROCESSED AGR. PRODUCTS 190 4172 568 &70 209
—-MANUFACTURED PRDDUCTS 857 1878 2862 2989 i v
LTEXTILES AND CLOTHING 440 803 1056 1299 1875
.HIDES AND LEATHER 50 82 111 192 401
.FORESTRY 8 20 33 15 24
.CHEMICALS INDUSTRY o Th ] 94 148 120 173
.RUEBEBER AND PLASTICS 16 7z &1 77 97
.PETROLEUM PRODUCTS a9 107 244 pan 409
.GLASS AND CERAMICS 26 102 104 108 146
. CEMENT - 40 198 207 a1 56
. IRON AND STEEL 34 100 262 T 407 576
. NON-FERROUS METALS 18 30 45 79 86
 -METAL PRODUCTS AND MACHINERY 30 a5 143 123 134
.ELECTRICAL ERIUP. & PRODUCTS 12 24 75 &9 100
.MOTOR VEHICLES S0 117 110 126 . 134
. OTHERS 8 42 63 &0 126
IIIIMINING AND QUARRYING PROD. 121 194 175 189 240
(IN PER CENT OF TOTAL) b.56 4.13 3.05 3.30 3.34

TOTAL 2910/ 4703 5746 5728 7134
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The acceleration which is to be observed in the rate of inc-
rease in exports in 1984 can partly be explained by the increase
in the export earnings from industrial products. This was achieved
in spite of 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.

Since 1980, a certain commodity and geographic dlversification
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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Geographical Distribution of Exports

The geographical distribution of exports again changed in 1984.
The OECD countries share -of exports increased from 48.18 percent of
total exports in 1983 to 52.42 percent last year, whilst exports to
free exchange agreement countries fell from 42.56 percent to 46.67
percent. _

Exp.rts to the COMECON countries decreased to 3.98 percent of
total exports in 1984 from 4.28 percent in 1983. Exports to the
Middle East and North African countries as a group also showed a
slight decrease, from 41.16 percent of total exports in 1983 to
37.24 percent in 1984,

3 TURKEY'S TRADE WITH EEC .
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EXPORTS BY COUNTRIES CAFOR)Y ANNUALLY
1983 1984 ‘ CHANGE
(000 %) (%) (000 %) (%) yA
Iy OECD COUNTRIES A760111 48.18 3732492 52.42 35,49
ALEED COUNTRIES 2010185 35.09 2731692 28.29 35. 89
—~Wast Germany 837769 14,42 1279700 17.74 52.75
~Eelgium~Lusx 106914 1.87 120184 2,67 77.8%9
~Denmark 123153 0.21 19303 .27 58.37
—France 180307 2.15 2004610 2.81 i1.14
~Nether 1ands. 140851 2.446 181073 2.54 283. 56
~L). K. 247039 .31 260832 3. by 5. St
-Iireland 4331 Q.02 4742 0.07 12.81
-Italy 422760 7.38 501161 7. 08 18. 55
~Greeca 37617 1.01 F34L85 1.31 b .59
E.OTHER QELCD : 7499546 - 13,09 1008000 14.13 34.41
-dustria | £gg74s 1.55 136885 1.78 42.91
~l. BB 231721 4,04 a6R170 G.lé 58. 89
~Bwitzerland 286473 2,00 358248 G.02 25.05
—Japan 368461 O.&4  Bbbs] 0.51 (1, B4
-Dthers 10461546 1.85 118094 .66 11.29
-I1) FREE FOR.EXC. _ ‘

AGREE. COUNTRIES 2673806 465,867 3036234 432,56 13. 54
H.EASTERN BLGC 245309 4.28 283711 3.9 15. 465
B.MIDDLE EAST aND ‘

MORTH AFR. COUN. 2357953 41.16 26HBLEA0 a@7 .24 12, bé
~Algeria 127415 2ePA 187521 1.79 0.08
—Iran ‘ ' I19EEH7 5,58 343582 1210 192,40
~Tan 1087717 18.99 7508461 16,53 ~-30.97
~l.ibya 184288 &, 20 142032 1.99 22,93
~Egypt 70198 1.23 140777 1.97 100.54
~Sudan . 4354 G. 04 2798 0.04 —-3%,74
-8y ia ' 58901 1.03 bH1lb66 0.8& 4,469
—Saudi Arabia F36470464 &, 37 B7TE7 5. 30 3. 64
~Tunisia : 30473 0.53 10915 - 0.15 -H4,18
~Jordan 110341 1.93 1074621 1.51 -2, 47

E.OTHERS 70544 1.23 FEFBS 1.35 346.06
ITI) OTHER COUNTRIES 294916 T 3D7H55 D0l Z21.24
A.MIDDLE EAST 237998 4.15 241508 . 3.37 1.47
—Abu Dhabi 4349 0.08 38904 0. 0% a2l
—~Bahrain 1533 Q.03 815 Q.01 ~fé& .34
~Dubea i 16450 0.29 20190 G, 28 2. 74
~Ratar 7330 0.13 34632 0.12 19.39
~Kuwait 86954 1.52 105407 1.48 A.ee
~Lehanon 121041 2. 11 102625 1.44 -13.21
—Dman 421 0.01 612 0.01 4%, 37
E.0THERS 54918 0.99 1146050 - 1.63 103.89
-Nigeria 3964 - 0.07 &H994 0.10 T A4
~Others 5R934 0.92 109056 1.53 105.94
TRT AL B7zesan 100,00 7133503 100.00 24,052

/,
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3. Imports

Over the period 1972-1977, imports increased by 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, then increased by 4.4 percent in
1983 and by 16.5 percent in 1984.

IMPORTE (MILLIONS OF USs DOLLARS)

MONTHLY % CLIMULATIVE %

1o9R2 1983 19R4 1983782 1984/R3 1932 1923 1984 1983/82 1984/83
JAN 608,00 739.70 And, 30 Pl.hb -10.1% &08,00 739.70 &bd, 30 21.66 -10.19
FEE &AHT.T0 747,70 &%4,30 1:2.34 -7.37 1275.30 148%. 560 t3sa. o 146.79 -B.79
MAR &84 .80 A59.40 g21.40 25.53 -4.44 19460, 30 2349, 320 21380.10 192.84 -7.20
APR TSR, 560 H6T, 20 224,60 -132.43 39.00 2719.%0 3014.50 3104.70 i0.83 .99
MAY TAQ. 70 711.40 /874,80 -7.4% 23.2% 3488. 60 3705, 90 3781.50 &.80 &, Bé
JIJN 734,70 724,50 844,00 -1.37 16.77 4223.30 4450. 40 aga7. 40 5.38 B8.47
R 67820 H2%, AD ]IA. 70 ~7.17 41.95 4901.50 S0B0. 30 5721.10 - 3. 65 12.61
AU 554,00 ThH4.40 830.70 14.H8 8.47 3355.50 TH44., 40 £551.80 ' 5,20 12.10
SEF &72.70 A2, 90 42,10 1.58 37.%6 &227.80 &527.30 7493.%0 4.81 14.81
0oct 747,50 FFA. 10 ?17.30 5.97 15.91 4975, 30 7319.40 B411.30 4,93 14.32
NOWY 782.70 A25. 40 o7g. &80 T 86 18.56  77%8.00 13i4%,80 789,70 4.9% 15,29
DrC 10846, 70 10%90.10 136&.90 0.50 295.3% aAR42, 70 §335.00 10754.830 - 4,44 14.48

IMPORTS EBY COMMODITY GROUPS  (MILLIONS OF US DOLLARD)

1980 te81 1982 17083 1584
VALUE (%) VALUE (%) VALUE 4) VALUE %) YALUE (%

1) INVESTMENT (OCDS 1581.1 20.0 32307.2 24.7 2323.6 25.3 2317.3 25.1 2639.1 24,7
-Construction

inads 151.°9 1.9 167.3 1.9 210.2 2.4 200.7 2.2 247.7 2.3
~Machinery and

Equipment 1427.3 18.1 2039.9 22.8 2113,4 23.9 21146.5 an.? 2411.4 232.4

I11)RAW MATERIALS 65157.9 77.8 &546,9 73.3 &337.95 71.7 5473, 4 2.3 7624.2 70.%

F11)CONSUMER GOODS 170.3 2.2 17%7.3 2.0 191.5 2.0 242.3 3.4 473.7 4.4

1] a842. & 100.0 ?239%. 0 100.0 10756.% 100.0

GRAND TOTAL 7902.4 100.0 6933.4 100.
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Raw materials constituted almost 70.9 percent of total imports
in 1984, machinery and other investment goods accounted for a further
24.7 percent and consumer goods made up the remainder of 4.4 per-
cent. An analysis of 1984 imports by sources of finance reveals
some changes as compared with 1983. In all, programme 1mports
represent 91.5 percent of the total as agalnst 92.5 percent in
1983, but "Liberalised" imports represented 90.6 percent as against
89.6 percent and "Quota" imports were down from 1.77 to 0.2 percent.
In so far as self-financing imports were concerned, there was an
increase in imports with waiver (i.e. imports without foreign
exchange payment), and imports against foreign project credits also
increased, from 5.5 to 6.8 percent of the overall total.

IMPORTS BY SOURCE OF FINANCING (MILLIONS %)

! ’ 1980 1781 1982 1983 1984
1y FREE LIST &087.4 7123.7 7623.1 . B270.5 9753.8
2) QuUOTA LIST _ 47,0 B3, 5 272.0 163.2 17.0
3) BILATERAL. AGREEMEMNT COUNTRIES 167.7 157. 6 87.1 1056. 4 66.7
4) NATO~INFRASTRUCTURE 1g8.2 16.0 14.1% 599.3 32.3
%) FOREIGN CAPITAL IN KIND 33.1 42.4 40.79 72.0 57.4
&) PROJECT CREDITS O446.9 6H41.6 754,14 507.8 733.4
7) IMPORTS WITH WAIVER 74.8 &6£2.0 47.1 55. 4.1

5.8
&) OTHERS _ 12.3 47.6 2.3 0.0 0.0
TOTAL ' 7907. 4 89933.4 8842, 7 F235.0
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TURKEY :COMMODITY COMPOSITION OF IMPORTS (MILLIONS %)

IY AGRICULTURE AND LIVESTOCK : S0 125 174 138 417
({IN PER CENT OF TOTAL)} 0.63 1.40 1.99 1.4% 3,88

. CEREALG s 4 . a8 . 101 7 175
. COFFEE, TEA AND SPICES 3 & 11 14 11
LIVE ANIMALS & ANIMAL PRODUCTS 36 . o3 48 73 Be
OTHERS ) 7 a : 16 44 143
I1) MINING AND QUARRYING 4006 4099 37260 T 3864 © 39043
(IN PER CENT OF TOTAL) 0. 64 45.8% T 44,78 41.84 36.33

« CRUDE - OIL. a3 3258 3527 azae 3373
-PETROLEUM PRODUCTS 710 _ 621 221 423 244
. OTHERS . 144 220 212 199 213
TTIYINDUSTRIAL PRODUCTS 3759 4540 44658 5177 4338
(IN PER CENT OF TOTAL.) 47.52 51.94 92.67 G964, 06 8. 92
.PROCESSED AGRICULTURAL PROD. 30t 229 176 203 432
-CHEMICALS . 727 46 839 1031 1211
LFERTILIZERS 375 253 51 126 137
« RUEEER AND PLASTICS 181 340 237 251 358
L TEXTILES 79 .78 103 78 117
-GLASS AND CERAMICS ) 40 ‘ 34 o7 - &2
. IRON AND STEEL 452 605 5932 &75 859
- NONFERROUS METALS : B7 141 122 195 220
MACHINERY AND METAL PRODUCTS 865 1246 1344 1462 "1630
LELECTRICAL APPLIANCES 270 o3& 374 398 543
MAOTOR VEHICLES 2a2 356 594 478 448

- LUOTHERS | 135 170 190 209 291
IV) IMPORTS WITH WAIVER @5 &9 49 Sé 94
(IN PER CENT 0OF TOTAL) 1.20 Q.77 0.55 0.61 0.87
TOTAL 7710 8933 8843 - 9235 10757

As indicated below, imports from OECD countries increased
from 48.5 percent to 51.6 percent of the total, whereas imports
from free exchange agreement countries fell from 47.1 percent
in 1983 to 44.2 percent in 1984,



I) OECD COUNTRIES
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IMPORTS EY COUNTRIES

ALEEC COUNTRIES
~West Germany
—-Belgium—-lux
—Dearmar k
~France
~MNetherlands
~LJ. K.
~Ireland
~Ttaly
~Gresce

3L OTHER QECD
—~fAustria

it I Y
~Buwitzerland
—Japan
~thers

I1) FREE FOR.EX(C.

AGREE. COUNTRIES
ACEASTERN BLOC
E.MIDDLE EAST AND

NORTH AFR. COUN.

~Algeria

~Tragq

-Iran

~l.ibya

~Egypt

-Budan

~Byria

—Saudi Arabia

~Tunisia

—Jordan
B, O0THERS .
COLUNTRIES
&. MIDDLE EAST

~&bu Dbyalsi

~Sahrain

~Pulbra i

-Qatar

-Kuwait

—L.ebanon

~Cinan
E.OQTHERS

~Migeria

~Qthers

{000 %)

4481140
“ﬁ?qﬂ?ﬁ
052848
148104
19478
R18241
181659
440680
3534
510274
50984
188524
13061m
695116
265807
249940
444546

4345517

802029

3386709
T&747
44551
1222051
THRIE9
23006
268
3375
268793
39394
11163
156779
408344
1746981
0
70
b
6089
168464
1514
16
231363
375
230928

FRIH001
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HCTF)Y  ANNMUALLY
1984
(%) (000 )
48.dm L35&131
2e. 113 DITIHB0
11.40 1172442
1.60 198769
0.2t ARAR2
2. 36 242508
1.97 212224
4,77 443435
0.04 4130
5. 53 &H29008
0.23 48492
20.41 PERD5E0
1.41 137889
7 .58 1073473
2.88 233878
2.78 405558
4.81 731703
47.05 4757120
£ . 68 Q49067
Béb, &7 A556831
.33 1053026
10.25 FAADTEG
13.23 15438056
.59 HHOBRT7
0.27 4425
0. 00 145
0.04 17795
= | 2157568
0.43 55031
0.12 A5
1.70 2512232
4,42 443671
1.92 112153
0.00 10
0.00 2403
0.00 34
0.07 1381
S 1.82 PTHIT
0,02 22846
0.00 8403
a.51 331518
0. 00 554
2.50 331454
100.00 10756722

(%)

1

51,
27.
10.
1.
0.2
T
L] 9‘7
4'N
Q.

&5
&4

90

&5

i
20

iz

04

T.85

whn

Q.
24

435
01

1.28

9'

=

3

H.

44,

.

3.

0.

8.
14,
6.

0.

0.
0.
2. 01

G.

0.

|

1.
0
o.

0.

0.

OH
IOE
0.

0]
3.
O
3.

100.

Q8

- 17
77

820

ff....

Be

07
L
78
a9
14
04
00

17

31
05

2.34
4.

12

04

« 00

oz
00
01
g1

08
o8

- 00

o8

a0

1983

CHANGE
- .

=399
14,55
11.34
34,21
16.18
11.07
15.83
G. o3
146.846
20,27
131.09
a3é . 98

£ =

wtud/
S, 43
~12.01
1%, 84
H4. 63

.47
18.33

5.0
37.24
0.27
2h. 68 -
~1&.70
—H2.30
=45 70
4327 .26
~19.73
39. 49
~51.14
H0. 24
8. &5
~3&. 463
0.00

25468.89

Absb o b7
=7
—42.1

37.60

a2418.75

43.39
—85. 40
3. 50
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4, Bdlance of Trade

The import bill rose by 16.5 percent to 10.757 million dollars
in 1984, whilst exports increased by 24.5 percent to 7.134 million
dollars. As a result, the foreign trade deficit increased by 116.3
million $ as compared with 1983.

TRADE DEFICIT (MONTHLY? CMILLIONS OF U8 DOLLARS

1280 1781 1932 1983 1984
JAM 197.0 371.3 161.8 2bl. 6 123.1
FEER an7.8 D37 .2 57 .4 3465 94,0
MeR 134, 5 373.4 237.6 283.1 108.1
HPR 147.5 3346. 4 an7. 4 181.7 312.3
MAY 4946, 0 GH5, 5% Fs4.2 aBs. 9 a3s.3
JUN ag7.é 343. 8 31501 217.6 324, 5
JUIL 4462 . 8 46H1.3 263.6 R77.8 4546, 5
AlIGE 404.1 I P 24085, 5 341.9 250.0
SEP ?17.4 =289.1 188.8 a3l 417.5%
0T 705, 170. 4 187.5 225.9 2775
pMOoY 255.3 a47.7 L5101 A% 7 A2h.2
ELS nHag. o 306.9 293.3 416.1 Se97.4

TRADE DEFICiT (CUMULATIVE) MILLIONS OF LS DOLLARS

1980 i7a1 194 19703 1734
JaN 127.0 ari.3 141.8 261.6 123.1
FER 5E4.8 P08.5 419.2 HO8. 1 21741
MAR A2 1281.% A6, T ?91.4 323.2
APR 238.7 1418.3 1014.2 1173.1 HA7 .G
MaY 1334. 2083.8 1368.4 1459.0 R?73.8
JUIN 1722, PART. b 16832.5 1774.6 1E98.3
JUIL ' 21845, 2883.9 194741 2054, 4 1754.8
ALIG 2589, a21é4.01 2194 . & 296 H 2004.8
SEP 3506, 85035, 2 23834 261%7.4 2422.3
(cT 421, R2675.8 2570.9 2845, 3 2679.8
MOV 4467. 3237 R722.0 3091.0 30E6.0Q
neEC 50055 4220, 6 3OLS. B 3H07 .1 3623.4

o 121

U n

FpEEEay. ]
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IMPORT AND EXPORT

IMPORT

—{ss6L
— V861
—1 €861
~—1 7861
—1 1861
—10861
—16L61
—8L6l
—{LL6L
—sL61
—sL6l
—bL6l

—EL6L

$ Nol111g

TRADE DEFICIT

0 r—

-1 |-

2 b
-3 =
-4 =

$ NoITug

-

-6 =

$861

¥86L
£861

Z86L
L86E
0861
6.6l
8L61L
LL6L

9.6l

siol

L6
EL6L
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The terms of trade deteriorated in 1874 and again, and more

seriously, in 1975; they have never wholly recovered since

then.

After a slight improvement in 1976 and 1977, there was an ever
further deterioration during the period 1978-1983, but terms of

trade showed a substantial improvement in 1984,

FOREIGN TRADE INDICES (1973=100)

1930
1981
1982
1983
1984

QUARTERS

1980 1
IT
I1X
IV
1981 1
IX
ITI
[V
1982 1
II
I11
IV
1983 1
11
I1I
IV
1984 I
11

EXPORT
PRICES
1193. 460
1571.90
2129.70
2621.60
4283.10

730.30
1135. 40
1300.50
1387.20
1437. 60
1473.70
1640.70
1654.90
1832.00
1856.80
2321.80
=2412.10
2337.350
2351.80
2700.70
2951.00
3701.00
3972.60
4711.50
4700.90

TL
IMPORT  TERMS OF
PRICES TRADE
2055. 50 58.07
2879.70 54,59
4168, 90 51.09
5191.70 50.50
7572.30 S56. 56
1310.20 71.00
1744, 40 &5, 09
2497, 60 52,07
2512, 60 55.21
2891.10 49.73
2148, 40 68. 60
3132.10 52.38
3404.80 48. 60
3616.80 50.65
378%. 80 48,99
4369.70 53.13
4777.10 50.49
5147.20 45.41
4573.90 51,42
5309. 40 50. 87
5681 .60 51,94
8578.00 43.15
7309.70 54,35
8677.40 54,30
7571.00 62.09

EXPORT
PRICES
215.80
191.30
178.20
158. 00
15%.70

209.70
209. 00
223.80
220. 80
211.10
197.70
189.80
177.90
178.00
167. 40
186,60
182.10
166,20
152,90
158,00
155,20
164,00

137.70

167.00
153,20

IMPORT
PRICES

379.20
367.30
360.30
323.80
288. 60

293. 90
337,50
448,70
408, 30
436. 60
297.40
37%, 50
473. 30
359. 80
350, 40
360. 50
369. 50
374,70
304. 20
319.00
304,10
302.70
299.70
318, 20
254,10

SRR A ot e i 0t T At MR L4 i e ot Y S 1S Hind bk Somve e Yo formm FrTIS S SREAR S b iy Samet

TERMS OF
TRADE

96.91

o2, 08

T 49,565

48.80

o5 . 34

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
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.

same basis,
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As a result, the terms of trade deteriorated seriously in 1975,
improved slightly in 1976 and 1977 and further deteriorated during
the period 1978-1982. This deterioration continued in 1983 although
there was a slight improvement in the fourth quarter.

The same trend was registered in terms of Turkish Lira values,
although the increases in prices were even more accentuated. Export
prices increased by 19.51 percent between 1973 and the last quarter
of 1980, whilst import prices increased by 46,52 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
the period 1978-1982.

A slight improvement was registered in the fourth quarter of
1983 and this -continued during 1984; in the fourth quarter of last
year, the terms of trade index rose to 60.3 percent from 51.0 per-
cent of the final quarter of 1983.

6. Invisibles

Workers'! Remittances

Workers' remittances continue to make a very important contri-
bution 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 discriminatory measures taken
in Western European countries against Turkish migrant workers. A
policy which does not give due regard to these developments will
have very little 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 proposition; in
the meantime, they remit the minimum smounts that they feel obliged
to send home.

One additional obstacle to transfers is the difference in pro-
fitability between investments abrocad and thosg¢ in Turkey. Many
workers have found it more advantageous to establish a business or
acquire property in their host countries. In spite of the reasons
mentioned above and various other factors (including the depreciation
of European currencies against the dollar), workers' remittances rose
from 1.5 billion dollars in 1983 to 1.8 billion dollars in 1934.
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During the 24 year period between 1961-1984, an additional
purchasing power corresponding to 17.6 billion $ was injected into
the Turkish economy in the form of migrant workers' remittances.
Some part of this amount might have been intended for investment
but even these remittances were partly lost in consumer expenditure
through lack of suitable investment opportunities.

In any event, the major portion of the remittances was utilised
in areas of short-term profit with only minor contributions to the

economy (housing, small shops and agricultural land etc.)

WORKERS REMITTANCES

(MILL.ION %)

CUMULATIVE

MONMTHLY % %
1982 19283 1984 ax/82 84/83 1982 1983 1784 B3/82 B84/83
JAN 149.2 121.2 B3.4 ~18.77 -31.1% 149. 2 121.2 e3.4 -1B8.77 -31.1%9
FER 130.8 - 103.7 78. 5 -19.12 -5.,81 280.0 2r6.9 181.9 ~18.%4 -19.83
MAR 147.3 122.3 8.7 ~-12.22 —23.467 427.3 356.2 280.6 —16.464 ~21.22
APR 152.5 117.1 81.7 -23.21 -30.23 57%.8 473.3 362.3 -18.37 —23.45
MAY 160.1 107.7 119.2 -32.73 10. 68 739.9 =B1.0 481-.5 -21.48 -17.13
JUN 165.6 109.9 13%2.8 ~33.64 27.21 ?035.5 650.9 621.3 -23.70 -10.07
JUL 245.4 1644.0 233.8 ~33.44 42.56 1151.9 854.9 855.1 -25.78 0.02
ALG 300.9 171.7 242.3 —36.29 26. 40 1452.8 1046. 4 1097.4 -27.97 4.87
SEP 196.5 13%9.7 172.9 -38.71 22.77 1649.3 1181.1 1270.3 -08, 39 7.95
GCT 203.6 14G.3 1460.2 -31.0%9 14.18 1852.9 1326, 3 1430.5 -28. 42 7.86
NV 143.0 103. 4 267.4 ~27 .49 198. &1 1995.9 .1439.7 1697.9 -28.37 1876
DEC 120.7 123.8 183.3 -35.08 48,06 - 21B56. 4 1553.5 1881.2 -28.95 21.09
31— WORKERS REMITTANCES
— L)
g 2 ./’ “h.
[ ]
g .// \\ ”~
= | .
and CJ
d ./\'
m1_ * o o @
PR R I I O A
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Tourism Receipts and Expenditure:

In 1984, net revenue from tourism fell by 7.2 percent, reducing
the total from 292 million $ in 1983 to 271 million $. As may be
seen from the balance of payments table, tourism and workers'
remittances again provided most of the favourable balance on the
invisibles account.

TOURISM REVENUE AND EXPENDITURE (Q00 %)

RECEIPTS % CHANGE
182 1983 1984 19693/82  1984/83
JANUARY 16586 22100 17943 33. 2 ~18. 8
FEERUARY 21862 26336 20639 23,73 ~21.
MARCH , 17072 PR1GT 24115 5. b 4,
APRIL. Elapdete 26239 21963 1.9 ~16.
MAY 2B574 43BRHS 26032 51,4 ~3%.
JUNE D324 O[O0 R7HR0 30.13 ~,
N 11 ATTT b BB700 36761 ~10.8 9.,
AUGLST 40454 =083 425259 45, 4
SEP TEMEER AN 7 41503 30843 1%, 4 ~b.
OCTORER 39351 40583 54387 3.1 A4,
NOVEMEER B40BS 29405 56101 -13.7 90.
DECEMRER HE50 AS373 175020 ~%4.3 394,

il BRI ¥l

i
—_
~
.
il e

oG

TOTAL, B7E7948 41 Q9 47852 2.4 23.

i e nomed Mk avme ek w7 by vk b ek bl R LA B AL RAH ferd MBS Lt Lridd S LA FHEY LAALE DS AL LALLR LLUR b FALL et PLE AUV A b Bk S8 P L A $Letd L B Bkl bl et B Wk B R L1 SRS L B b et

N

EXPENDITURE o A CHANGE
1732 1983 1984 1283/82 1724/83
JAMNUARY G245 L7834 12799 a27.3 F1.2
FEERLUARY 57446 LH36E 17400 10.8 17625
MARZH S208 2049 23181 72.8 154.2
SFRTL BEE1 8345 18830 =R 125.9
MAY HE0E 20179 ANEHES 2055 121, 3
JUINE 2196 11200 27637 6.7 146.8
JUILY 1146%8 15700 285079 34.2 a7, 7
ALGLST 16916 11274 34243 -33. 4 204. &
SEPTEMEER 18244 FTE0 18694 ~G&. b 1.8
CCTORER 7182 T 8033 17845 12.3 182.1
MNOVEMEER _ Sh?0 6718 162322 21.6 134.5
DECEMBER 25 ) 13718 19791 A5, 4 44,3

TOTAL - 1084670 137315 276903 17.1 7.5

BOURCE: CENTRAL RANK
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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 unfavourable by
3.6 million $ an increase of 3.3 percent compared with the 3.5
million $, deficit registered in 1983. In this respect, the per-
formance of the balance of payments was unsatisfactory.

The balance on the "invisibles" account was a positive one,
but was not of course sufficient to cover the trading deficit.
Nevertheless, the current account yielded a deficid of 1407
million $, less than that of 1983. In this respect, too, the balance
of payments performance was encouraging.

BALANCE OF PAYMENTS (MILLION % )

1932 1783 1984 *
A. CURRENT ACCOUNT
Exports (fob) . 5744 5905 73899
Imports (fob) ~B406 ~-B3B93 -10331
Trade EBalance -24660 ~-32390 -2942
Other goods, services
and income credit 2044 2041 2344
. travel : 8373 420 548
.other 1571 15621 1818
Other goods, services
and incam2 debit -R2339 246464 -2945
. Eravel ~14%9 -128 277
.interest payments -1445 -1441 -1534
.other -925 = 1095 -~1082
Tokal -3135 -3513 -3521
Private unrequited
transfers credit . 21389 1567 17201
~migrant transfers o Q 0 0
Tworkers remittances 2140 1513 1307
.other 49 ot 74
Private unraquited
transfers debit 0 -20 -16
Official uprequited
transfers 105 2364 229
Current Account Balance ~341 —-1323 -1407
E.CAPITAL, EXCLUDING
RESERVES 143 670 133
Direct investment 55 46 113
Portfolio investment o] o) 0
Other long-termn
capital movements 27 -38%9 44
Dther short-term
capital movements a1 1033 -24
C.NET ERRORS % OMISSIONS -48 12 465
D.EXCEPTIOMAL FINANCING 02 2 1002
E.COUMTERPART ITEMS i2 1946 &00
OVERALL EALANCE 168 152 793
F.TOTAL CHANBE 1IN
RESERVES ~148 ~-152 ~-793

SOURCE: CENTRAL BANK *Provisional
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. Gold and Foreign Exchange Reserves

Turkey managed to increase its foreign exchange reserves during
each of the past five years. At the end of 1984, the gold and foreign
exchange reserves amounted to $ 3899 million, the equivalent of
some four months' imports. -

INTERNATIONAL RESERVES ( MILLION % )

GROSS
FOREIGN GROSS
EXCHANGE INTERM. , NET
YEARS GOLD RESERVES RESERVES (VERDRAFTS RESERVES
1972 122 1190 1322 10 1312
1973 146 1906 2052 13 2039
1974 144 1473 1619 11 15608
1975 144 1097 1243 51 1192
19764 146 1058 1204 124 1080
1977 144 721 867 240 627
1978 150 902 1052 341 711
1979 155 795 950 244 708
1980 155 1308 1463 254 1209
1991 155 1571 1726 69 14657
1982 155 1873 2028 48 1980
1983 iss 2098 2253 164 2089
1984 800 32099 AR99 417 2482

rre s g e o Ly . ey P T £ TR T ST TR, P BT N VAR TR Y PR T et T e T TP e e e Sy S iy et b i M S

Gold is valued at $ 216.65 per ounce and holdings of non-inter-
national standart are not included.

GROSS FOREIGN EXCHANGE RESERVES (MILLIDN % )

GROSS

YEARS CENTRAL FOREIGN
BANK EANKS . EXCHANGE
RESERVES
1980 1077 231 1308
1931 7?28 643 1571
1982 1080 773 1873
1933 1253 845 2093
1984 1239 1860 3099

GOLD % FOREIGN EXCHANGE RESERVES POSITION OF

CENTRAL BANK ( MILLION $ )

MONTHLY MONTHLY MONTHLY

MONTHS 1982 CHANGE 1983 CHANGE 1984 CHANGE
JAN 1338.5 31.9 107%.1 ~7.3 1101.3 -11.5
FEE 1245.8 -6.9 1004.3 -8.4 110%.1 0.7
MAR 1366.0 P.6 1065.7 5.9 1195.6 7.8
APR 1330.3 ~2. 6 1047.% ~-1.7 1159.2 -3.0
MAY 1315.8 -1.1 1087.9 4.0 1086.3 -6.3
JUN 1164.8 -11.5 1062.4 -2.5 933.9 -12.2
JUL. 1162, 1 -0.2 822.2 -22.6 ?87.2 3.5
AlIG 1262.7 8.7 944.0 14.8 1011.1 2.4
sSER 1165.0 -7.8 1117.5 18.4 ?97.2 -1.4
oy 11ie.8 —-4.0 1082. 8 =-3.1 885.9 -11.2
MOV 895.4 -19.7 1330.1 22.8 773.6 -12.7
DEC itBs.2 32.3 1244.1 6.5 " 737.4 -4.7

e e o e i e Lt et e iy S ot S e s o o S ity i o e
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8. Foreign Capital Invesiment

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 some
reservations. At the same time, there is mo denying the fact that
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 pericd 1980-84 the net inflow of
foreign capital was some- 4.3 tlmes greater than during the whole
of the previous 27 years.

SECTORAL DISTRIBUTION OF COMPANIES
OPERATING UNDER AW 6224 (MILLION TL)
(A8 AT DECEMBER 1984)

% SHARE OFTOTAL CAP. FOREIGN
FOREIGN TOTAL FOR. AND CAPITAL 4

NUMEER OF CAPITAL FOREIGN DOMESTIC SHARE OF

SELTORS COMPANIES INVESTMENT CAPITAL PARTNER TOTAL CAP.

et e i o PaF Vi .t Ly Sy Wbt Ve Ukt [y S S BAM ik oo =y e e st e e [ ——— i gy st Beete ey PrETS e e O e e — v 9 —

GLASS 3 1683 1.5 17450 ?.6
CEMENT 1 &80 0.6 4800 14-&
IRON AND STEEL & 3167 2.8 TS50 3.2

NON-FERROUS METALS 1 616 0.5 3708 16;6
OTHERS & 1668 1.5 3423 43.7
TEXTILES AND CLOTHING 15 6326. J.b 13936 - 45.4
ELECTR. EQ. & ELECTRONICE 18 6288 Db 14442 43,5
FOOD & BEVERAGES 21 14100 12.5 =35085 S6.2
FERTILIZER 1 D76 0.9 2065 47.3
PAPER 5 1730 1.9 3640 48.1
CHEMICALS 27 8895 - 7.7 11590 76.8
RUBRER 4 212 1.9 3836 55.1
METAL GOODE 11 2054 1.8 7753 26.50
MANUFAC. PLANT & MACH. 11 2303 2.2 10314 a4.3
FORESTRY PRODUCTS ) 1003 0.7 2727 36.8
EARTHENWARE o 1237 1.1 4024 30.7
PLASTICS 3 419 0.4 885 47 .4
TRANSPORT VEWICLES 7 11070 7.8 31763 34.7
TRANSPORT. ANCILLARY PRO. K4 5272 4.7 14220 37.1
MINING 3 631 0.6 880 71.7
AGRICULTURE c 2093 2.0 4602 49.8
TOTAL {A) 172 74743 66,3 120700 37.2
EANKING . 11 22225 19.4 28139 7%.0
MARITIME TRANSPORTATIGN 3 PR5S 8.2 18330 49.9
OTHERS 11 1632 1.4 2729 n7.8
ROAD TRAN%PDRTATIDN 4 1321 1.2 1928 68,5
TOURISM 14 3997 3.5 7428 53.8
TOTAL (B) 143 38431 33.9 387354 635.4
GRAND TOTAL (A+E) 21% 113192 100.0 249454 45. 4

I Lo e AT S e Sl iy TR TrViS | P M B 9000 S8 R Briep Sarey Hiead Sares Ha TS et | T in Limm et g L i HiS AT Yy 47 S b ey St s P St L i i — i Lo Lo Fops Sy [ AL Vi VR B Lt Sl St L i Ly e farm L S

SOURCE: YASED
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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 continue to apply 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
reduced and the processing of foreign investment applications has
been centralised with the result that the examination process is
much more rapid and efficient.

But in spite of all the incentives which have been introduced,
more remainsg to be done to encourage foreign investors. One idea
is to accelerate the establishment of free trade zones where tax
exemptions and relaxed currency controls would induce foreign
interests to build up export-oriented industries, This scheme
is still in its initial stages but the first free zone is expected
to be opened in April 1988.

By the end of 1984, there were a total of 215 firms operating
in Turkey under the protection of Law No. 6224, The 1 w For The:
Encouragement of Foreign Capital Investment.

The manufacturing sector, in which 166 of the 215 firms were
operating, has so far DProved to be the most attractive fieéld for
foreign investors. This is followed by the tourism and banking
sectors,

Twenty seven firms were engaged in the manufacture of a
variety of chemicals and twenty one in the food and beverages sector.Firms
in the manufacture of electrical equipment and appliances
and electronics; textiles, and metal goods and machinery
followed these two groups as numerically the most important.

End 1984, the 215 flrms were capitalised at 249.5 billion TL
and the foreign capital contribution was valued at 113.2 billion
TL, 45.4 percent of the total.

FOREIGN CAPITAL INVESTMENT APPROVALS
UNDER LAW NO. 6224 (MILLION %)

NUMBER QF
FIRMS AMOUNTS CUMULATIVE
Befors .

197% 2 228.1 =228.1
1980 100 ?7.0 ar5.1
1981 127 a37.5 b662.6
1982 170 167.0 827.6
1982 185 102.7 32.3

P T T e



- 114 -

EREAKDOWN BY COUNTRIES F FUOREIGN CAPITAL
INVESTMENT AUTHORISED UNDER LAW 6224 (MILLION TL)

(AS AT DECEMEER 1984)
% SHARE OF  TOTAL FOREIGN

MUMEER OF

COUNTRIES FIRMS

U.8.A.
AUSTRIA

U.A.E.

WEST GERMANY
BAHRAIN
EELGIUM
DENMARK
FINCAND

FRANCE
NETHERLANOS
ISLAMIC DEVELDPMENT E:ANK
1.F.C.

UNITED KINGDOM
IRAN

SWEDEN
SWITZERLAND
ITALY

JAPAN

CANADA

MIXED

KUWALT

ILIEYA

LEEANON
LUXEMEOURG
PAKISTAN

P ANAMA

GYRIA

SAUDI ARAETA
YUGDSLAVIA

TOTAL

SOURCE: YASED

Switzerland has
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2135

FORETIGN
CAPITAL

TOTAL CAP. OF CaP. %
FOREIGN FOREIGN & SHARE OF

INVESTMENT CAPITAL DOM. PART.TOTAL CAP.

v 1 s e v e S S e 8 L A £ et Bt P o S e bk b S 8 et il S, e sed 3k b e b i S b bt 1k b et e e b et b s 4 e Sk PV PR P e P g e R0 R ey v S e . e 31 e ey s

113192

15.7 22647 78.5
0.2 452 46,7
1.2 2260 60,3

12.5° 31097 45 .5
0.4 613 80.0
0.2 373 59,1
1.8 3740 53,2
0.2 392 51.0
3.2 8520 42.9
6.8 12151 63.7
1.3 7573 19.7
1.2 14700 2.6
2.9 12772 25.9
1.9 2103 100.0
0.0 803 5.7

17.5 464546 42,4
4,9 9495 . =58, 1
0.0 &0 31.7
1.0 3540 31.0

10.2 2945 00 3bH.2
0.9 2065 47.2
9.7 22000 %0.0
1.5 534646 AR5
0.9 2420 43. 4
2.1 2382 - 100.0
0.8 1696 54.4
0.1 454 B5. 4
0.5 400 90.0
0.2 800 91.3

100.0 249454 45, 4

been the front-runner in investing in
Turkey, 45 of the 215 firms were set up with the capital partici-
pation of Swiss companies. Forty four firms have been. set up with
the capital participation of West German companies and next in
order are US investors),:29 in all.

Of the total joint venture capital of 249.5 billion TL 185,32
billion TL was contributed by the 166 firms operating in tne
manufacturing sector. This sector was followed by the services
sector, where 43 firms operated with a combined equity of 58.8
billion TL; with a rush of new investment, the banking sector
has gained particular vitality and importance in the past year or two.
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The sectoral break down of the capital brought in by the
foreign partners shows that 71.8 billicen TL was in the manufac-
turing industry sector and 38.4 billion TL in the services sector.

9, Turkish Contractors Operating in the Middle East and
North Africa

The activities of Turkish contracting companies operating in
the Middle East and North Africa continued to increase during 1984,
According to data presented by the (Turkish Contractors!' Associatuxﬂthe
number of Turkish construction companies working abroad increased
from 22 in 1978 to 296 in 1984,

NUMEER OF TURKISH CONTRACTORS OPERATING AERDAD *

COUNTRIES 1973 1972 1980 1981 1982 1983 1984

LIBYA 13 19 34 &8 98 - 105 105
S.ARABIA 4 5 13 19 79 109 120
IRAQ 3 4 7 13 3% .35 35
JORDAN o O 2 3 B 11 11
U.A.E. 1 4 2 2 2 2 a
KUWAIT 1 1 3 -9 ) & 6
EGYPT ) 0 1 1 - 1 1 1
SENEGAL o) 0 ) O 1 1 1
IRAN 0 o o ) o 1 a2
UGANDA 0 0 0 o 2 2 2
ALGERIA o) o 0 ) 1 1 1
OTHERS 0O 0 0 a Q g 10

TOTAL 22 3¢ &a 113 242 2

a3 296%

it s et e - — —— — -— — —— — —

SOURCE: Turk{sh Contractors"Associatinn

*Number of firms active asore than one country - is 66, and total number of individuals
firms operating abroad is 230, :

The primary markets for Turkish conftractors in 1984 were
Saudi Arabia and Libya; 120 firms were operating in Saudi Arabia
compared to 105 in Libya, 35 in Iraq, 11 in Jordan, 6 in Kuwait,
2 inthe United Arab Emirates and 17 in other countries.
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Turkish contracting companies operating abroad held contracts
valued at more than $ 14.9 billion at the end of 1984,

BEREAKDOWN ,BY TYPE ,0F TURKISH CONTRACTORS'
DVERSEAS CONTRACTS (1973-1984) MILLLION $

LIEYA  S.ARAERIA  IRAR OTHERS  TOTAL

CONSTRUCTION 9361.0  3369.0 856.8 560.1  14146.9

ERECTION/ASSEMBLY 19.0 70.6 94.8  13.0  197.4

OPERATION AND :

MAINTENANCE 0.3 37.8 15,7 0.0 53.8

DES IGN, ENGINEER ING

AND SURVEY ING 40.4 14.3 0.6 2.9 53,2
TOTAL  9420.7  3491.7 968, 0 576.0 14456, 3

et e ep S o a4 St 4180 " et BETHR PPt TP T8 Simb o Rk P b Bind el Wit LR L4158 et o TErm At ST Pt Speee S o e b i o ik bk B Bl b A AL SALS LS S S S Sk LA L L Lt i e a4 e e

SOURCE: Turkish Contractors’ Association
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10. Foreign Exchange Rates

The 1984 Lira devaluation rates against US Dollar, Sterling

and Deutsche Mark were 58.69 percent, 28,13 percent

and 38

.62

percent, respectively. The percentages for French Franc, Swiss Franc,
Belgium Franc and Austria Schilling were 38.91 percent, 33.18 percent,
39.29 percent and 39.50 percent, respectively.

FOREIGN EXCHANGE BUYING RATES ¢END OF “MONTH) TURKISH LIRAS

MONTHS
AND YEARS

JAN
FER
MAR
APR
MAY
JUN
JuL
AUG
SEP
ocT
NOV

 DEC
1983
JAN
FEE:
MAR
APR
MAY
JUN
JUL
ALIG
SEP
oct
NOV
DEC
1984
JAN
FEE
MAR
APR
MAY
JUN
JUL
AUG
SEP
ocT
NDV

us
DOLLAR

13%.60
143.70
1446.55
147.74
151.20
1464.00
167.50
170.90
175.00
178.8%
183.00
184.20

191.15
194.30
203,75
208. 00
213.75
219.3%
228.90
238.85
243.45
250, 00
266,20
280.00

30%.30
308.75
a320. 60
337.75
a855.20
368.10
a3B0.75
386.70
404.55
412.15
429.10
444,30

STERLING

263.01
261,22
261.01
263.07
270.465
283.06
271.53
299.76
298.73
300.74
294.17
300.55

293.51
296,31
296. 46
324,90
344.18
23%, &1
348,00
B357.32
364, 62
373.38
387.72
401.38

434.57
450.81
461.4)
473.86
491.24
454,73
497.53
506.38
Si0d. B9
501.38
915.13
514.28

DEUTSCHE
MARK

&60.50
60.35
&0.70
&2. 60
64.75
bb.30
68.40

69.95

&69. 60
70.15
73.50
78.85

78.45
80.45
84.10
84.65
84.9%
B846.40
86.55
89.10
?2.00
95.40
?7.860
101.75

109.%0
118. 65
123.80
125.20
130.10
131.70
131.40
134.20
134.40

136.05

138.60
141.05

FRENCH
FRANC

SKWISS
FRANC

75.79
746.05
75.50
75.35

75.75

77.39.

80,22
82.72
80.98
81.246
85.59
?3.05

95.89"

95. 64
98.07
100.85
102.31
104.43
107.54
109.59
114.03
117.71
121.83
127.97

137.86
143.01
149,01
151.53
157.48
157.31
154.51
161.39
162.82
165. 42
168. 64
170.43

SOURCE: Central Eank of the Republic of Turkey

BELGIUM-
FRANC

AUSTRIA
SCHILL ING
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CHANGES IN FOREIGN ECHANGE RATES (1970=100) END UF‘YEAR

YEARS US DOLLAR STERLING DEUTSCH - FRENCH SWISS BELGILM AUSTRIA

MARK =~ FRANC = FRANC FRANC SCHILLING
1970 100.0 100.0 100.0 100.0 100.0 100.0 100.0
1971 94,3 101.5 106.2 101.6 . 105.4 - 104.3 104.4
1972 94,3 91.5 106.2 101.6 105.4 104.3 104.4
1973 94,3 89.9 128.3 - 112.9 125.5 115.9 124.3
1974 93.3 - 88.5 138.1 °  110.64 150.8 124.4 - 137.0
1975 101.0 86.4° 145. 4 129.2 162.0 133.1 14%.7
1976 111.1 73.5 167.4 - 123. 6 1946.7 148. 6 167.7
1977 129, 6 96.6 210.2 144.8 2546.0 179.4 202. 4
1979 168. 4 139.4 338.9 P21.5 482.0 292.8 328.2
1979 235.7 2i9.9 494,33 319.2 631.9 415.7 489, 2
1980 601,0 584.7 1103.7 725.3 1451.9 938.5 1104.9
1981 B90.9 6£96.3 1426.3 856, 3 2122.3 1155.4 1445.4
1962 . 1245.1 836.3 - 1912.8 1024.5 2691.3 13246.0 1931.9
1983 1885.5 117.7 2484.7 1236.1 3709.2 175S.1 2531.5
1984 2991.9 1430.9 3448.7 1717.1 4925,7 2350.0 3470.7

SOURCE: Central Bank of the Republic of Turkey

o™

EXCHANGE RATES (END OF YEAR)  TURKISH LIRAS

. ey i e o P o e o L Lot I v A L P i L4254 O e . D TR D - e i P Y Pkt PP TPTIR Foree ST PP . . 1o P Pk e e ot b b b i e A b S

- YEARS US DOLLAR STERLING .DEUTSCH FRENCH SWISS BELGIUM . AUSTRIA

MARK FRANC ~ FRANC FRANC  SCHILLING
1970 14.85 35.94 4.09 2.69  3.4% 10.30 0.58
19714 14.00 36. 48 4,34 2.74 ° 3.65 0.31 0.60
1972 14,00 - 32.90 4.34 2.74  3.65 0.31 0. 60
1973 14.00 - 32.30 $.25 . 3.04 4,34 - 0.35 | 0.72
1974 13.85 31.82 5.65 2.98  5.22 0.37 0.79
1975 . 15,00 31.05 5.95. 3.48  5.460 0.40 0.89
1976 16,50 26.40 . 6.85 3.83 6.80 - 0.45 0.97
1977 19.25 34.70 8.60 3.90  8.85 0.54 1.17
1978 25.00 50.10 13.87 5.97 16.67 0.88 1.89
1979 35.00 79.02 20.22 B.60 21.85 1.24 2.82
1980  89.85 210.12 45.15 19.54 50.20 2.81 = b.36
1981 132,30 250.25 58. 35 23,07 73.38 - 3.46 8.32
1982 184,90 300.55 78.25 27.60 93.05 3.97 11.12
1783 280,00 401.38 104.75 = 33.85 127.97 5.09 14.35
1984 444.30 S514.28 141.05 46.19 170.43 7.0S 20.13

[ —— o it ot s ks ki s S S s e - —— gt g M e il A B s . e . it

SOURCE: Central Bank of the Republic of Turkey






SECTION: 11

THE STATE,OF THE TURKISH ECONOHMY AT 1985

THE FIRST QUARTER







CHAPTER IV

NATIONAL ACCOUNTS, INVESTMENTS

PusLic FINANCE. PrRODUCTION AND EMPLOYMENT

1, Macro-equilibrium of the Economy

According to the 1985 economic development programme, public
disposable income is expected to remain at the same low level of
14,3 percent of GNP attained in 1984, Public investment as a per-
centage of total savings is expected to drop further, from 63
percent in 1984 to 60,7 percent in 1985, There is no sign of
improvement in the share of public savings as a percentage of
total savings; it is expected to fall from 31,7 percent in 1984
to 30.6 percent in 1985, Expressed as a percentage of GNP, public
investment is not expected to show any appreciable increase; it
is anticipated that it will rise from 10.5 percent to 10.7 percent
of GNP, and public savings as a percentage of GNP, are expected
to remain at the low level to which they dropped in 1984, An
imperceptible increase from 5.3 to 5.4 percent is not worth
mentioning and public savings will finance only half the public
sector's investments,

No improvement is expected in private investment either.
The planners estimate that total private investment will fall
from 9,64 percent of GNP in 1984 to 9.14 percent in 1985 and that
private fixed capital investment will rise only marginally, from
7.9%2 percent of GNP in 1984 to 7.62 percent in 1985, The public
sector's investment-savings gap would widen further, to 5.3 per-
cent of GNP in 1985 from 5.2 percent in 1984.

Private savings are expected to increase by 13.9 percent in
real terms, raising the private savings /GNP ratio from 11.34 per-
cent in 1984 to 12,24 percent in 1985, With the public savings
ratio stagnating at 5.3 - 5.4 percent of GNP the total
domestic savings ratio will as a result of increased private
savings, nevertheless rise to 17.6 percent of GNP in 1985 as
compared to 16.6 percent in 1984, Total fixed capital investment
as a percentage of GNP will not change much; it was 18.3 percent
in 1984 it is expected to increase to 18.4 percent this year. It
is anticipated that public sector fixed capital investment will
be maintained at 10.8 percent of GNP, whilst private sector fixed
capital investment will increase fractlonally, from 7.5 percent
of GNP in 1984 to 7.6 percent in 1985,



00
10 @ L1 1'0 2 91 dNEI/AVS IYL0L
10 ¥ 81 10 £°87 dNE/ "ANT “dvD aaXTd
6°11 CAVA 2'Lb3E 991 21062 *AYS DILS3W00 WiOL
1°'g Al VAN L1 1 268 dVS SONIAYS-ANI
1°6 CUE89T 9 4 5g891 LNIWLSIANI
&6'El g2 a1 1-gee E*11 F*0B&T SENIAVS
gt ¥ EL 8°92ceT vevL 8°/8681 NOT LdWNSNGD
t°g L58 &18L81 L°38 ¥ "896tY1 IWOONT 3IWS0LSI0
HOLD3S FLYAIH
£5- 8 LLE- g e 5 806~ d¥8 SONIAVS-ANI
L°L L°01 66961 50T G 6281 LNIWLSIANI
L°L o' 1226 g's o126 SONIAYS
| 8t &°8 YL 06 0" 69371 . NOTI LdWNSNDD
68 E°%1 L 9E9E £ 1 o o0&t BWOONI 379vS0dsIa
S HOLZ3S 217and
~ 2t v z8 vrizicy te8 8958t 1 NO I LdWNENOD
| Sote- =R ! 0-o082 1°2 0"1LE FALYAI YD
O~ E*91- £°0-~ v eb- a17and
€8I~ ver LUE9 8"t 9 z2e . SAONYHD MIOLS
6°9 @ L G'EOVT G L S2IET . C 31VATYHd
- 8°G 8707 298567 80T &°LLBT a17End
29 v 81 L 6BEE £°81 ¥ 061E "ANI. W1Idvd a3X1d
0¥ 861 ¥ "EGPE 102 orerse INAWMLSIANI WL0L
2t 2'201 B-vass] C'E0T  B'69081 S334MN0S3Y YL0L
?EE- 2 a 290 ol > v"119 LI0I430 N9I3¥od
88 0001 e'eiy8l ____0'00y _ v'SSvsY ___ _____ dN©
v dND cB61 dND 861
39% INIOYI 40 % gv d0 % sy

b M ke Bt o s m o e e B s e e s e ot s s s B s ot e e s P S it L P M T4 MY M e AN et et WS S Skt Bt vt W e i P ek At k) Ein, Wt Akt G S S e rm S T Ty Tt ek e T rud P S S St P Pt $o3 M

(NOITTIE "L

(5831 4d $847 3€)
AWONDD3 3HL 40 WNIHEITINDI ONOVMW



- 123 -

2, Investments‘

Investment Incentive Certificates issued during the first
five months of 1985 represented a total investment of 745 billion
TL, by 734 projects. In the corresponding period of last year,
there were 388 projects in an amount of 305 billion TL. The rate
of increase is 89 percent for the number of projects and 144 for
the amount of investment. When deflated by 45 percent, the average
annual rate of inflation for the first five months of 1985, the
real rate of increase in the private sector's propensity to invest
becomes 68 percent.,

The foreign exchange component of these investment projects
increased by 105 percent, from 390 million dollars (40 percent of
the investment total) in the first five months of 1984 to 801
million dollars (52 percent of the total) in the same period of
1985, This sharp increase in the foreign exchange requirement
resulted mainly from the larger share of transportation investments
within the five months' total; these investments had a 68 percent
foreign exchange component whereas there were less manufacturing
industry projects and these had a foreign exchange averaging only
41,2 percent, )

The propensity to invest was highest in transportation, with
293 billion TL or 39.4 percent of total investment, followed by
textiles and clothing with 108 billion TL (14.5 percent of the
total) and fcocod and beverages with 55 billion TL (7.4 percent of
the total).

Inevitably, the overall rise in costs meant that the average
-investment per project continued to increase; it was 350 million
TL in 1982, 554 million TL in 1983, and rose to 787 million in
the first five months of 1984 and to no less than 1015 million TL
in the JanuarymMay period of this year. Investment was much above
this average in the jiron and steel (2166 million TL), transportation
(1904 million TL) and transport vehicles manufacturing (1522 million
TL) sectors, but lower in the textiles and clothing (865 million
TL), food and beverages (678 million TL), chemicals (645 million
TL) and agricultural (335 million TL) sectors.

By regions, the pattern of investment as determined by invest-
ment incentive certificates, was similar in the first five months
of both 1984 and 1985, Once again, the Marmara region was the most
favoured (210 prOJects), followed by the Aegean region (100 projects)
The 210 Marmara region investments involved a total of 340,2

billion TL, the 26 East Anatolian region projects only 19.2 billion
TL.

=
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SECTORAL. DISTRIBUTION OF INVESTMENT
INCENTIVE CERTIFICATES IN 19835
{JANUARY-MAY )

—— e e mm [ -—— ot

NUMBER TOTAL. FOREIGN EXPORT EMPLOYMENT
INVESTMENT EXCHANGE COMMITMENT (PERSONS)
(TL Mn) REQ. OVER FIVE
: {$ 000} YEAR($000)
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AGRICUL TURE 44 14707 54672 - 289
CROPS 4 1285 213 - 168
LIVESTOCK a9 11308 3853 - b56
FISHERIES , 2 2114 1396 - -
FORESTRY '

MINING 234 81672 99737 - 3331
MANUFACTUR ING . A9z 304073 2550460 78672 - P90
FOOD AND SEVERAGES = 54928 32521 4000 3401
TEXTILES AND CLOTHING 125 108158 10056 45353 9959
FORESTRY PRODUCTS 11 3223 1377 - 326
PAPER 4 &831 4951 1000 160
LEATHER AND HIDE 7 2096 1261 4300 442
RUEBER 5 1888 1712 624 184
CHEMICALS 26 16759 13881 7715 1524
GLASS 5 491% 2995 3615 1930
IRON AND STEEL 11 23826 190191 34600 434
NON-FERROUS METALS 13 1500 807 - 25
TRANSPORT VEHICLES 12 18260 14225 - 475
METAL GOODS 24 12176 11233 - B18
MEASURING DEVICES 2 2993 1157 2000 107
MACHINERY 12 5079 4884 - 265
ELECTRICAL MACHINERY 10 5713 S097 - 319
ELECTRONICS 4 2683 30%1 2830 197
CEMENT 9 3419 6837 - e
CLAY AND CEMENT PRODUCTS 13 54647 S Aa110 - 1015

CERAMICS 1 295 337 1700 -

. DTHERS 25 17682 20969 243 1180

ENERGBY 2 17460 890 - 264

SERVICES 260 342960 439980 3AGED 123446
TRANSPORTATIOM 154 293344 105897 234654 7592
TOUR Y &M 40 25528 12599 LLAT 2240
TRADE 2& 9792 5566 875 1577

DTHERS ‘ 40 14294 15978 400 - 3%

TOTAL 734 745172 801129 112a0 39920
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An analysis of the private sector's propensity to invest
indicates significant changes in intensity, direction, sectoral
and regional distribution and type of investment, Compared with
the same period of 1984, there was in the first five months of
1985 an 89 percent increase in the number of private sector
investment projects for which investment incentive certificates
were issued and the investment total rose by 144 percent. The
propensity to invest was especially high in the transportation
sector, after two consecutive years of relatively less interest.
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The share of completely new investment projects was low in
both 1983 and 1984 but it was higher in the first five months
of this year, indicating a trend towards new rather than expan81on
enterprises

Construction Activities

Construction showed a sharp tendency to increase in the first
quarter of 1985. Three percent more building permits were issued
than in the same period of 1984 and these covered a 29.5 percent
greater building area; overall unit costs were up by 53.9 percent.
The estimated total cost of proposed new constructions. rose by no
less than 99.4 percent, from 118 billion TL to 235 billion TL.

On the other hand, occupancy permits in respect of completed
bulldlngs continued to register a downward trend. The numbexr of
permits issued was 0.5 percent more than in the first quarter of
1984 but the area covered by the permits was 13 percent less. At
the same time, ‘the total cost of completed buildings was up by
33.5 percent and unit costs were 53.3 percent higher.

o

'CONSTRUCTION ACTIVITIES

(JANUARY~MARCH )
. 1584 % GHANGE 1585 "% CHANGE
éﬁfEBYﬁé“ﬁEﬁﬁf?é“fé%ﬁéﬁ""f ““““““““““““““““““““““““““““““““““““““““““““““““““

NUMBER OF APPLICATIONS 11514 32.8 11887 3.2
FLODR AREA (000 SQ.MT) 5075667 70.2 6575224 2.5
COST (TL MILLION) 118033210 83.R 235321112 99.4
UNIT COST{TL/SQ.MT) 23254 28.7 as789 = 53.9
OCCUPANCY PERMITS ISSUED -
NUMEBER OF APPLICATIONS 8713 ~14.1 8754 0.5
FLOOR AREA(OOO SQ.MT) 3003676 -2.0 2615512 ~12.9
COST(TL MILLION) 6FRTIRI6 25,3 92504168 33.5
UNIT COST(TL/SQ.MT) 23063 27.9 35367 53.3
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3. Public Finance

As with its recent predecessors, the principle aim of the
1985 Budget is to reduce the rate of inflation. It aims, too,
at the achievement of a 5.5 percent GNP growth rate, at activating
all available domestic resources and at improving the quality
and efficiency of public services.

In the 1985 Budget, investment priority is given to projects
which may be completed in 1985 and which will play a positive role
in increasing export and foreign exchange revenues and which, at
the same time, do not face further financial problems.
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In pursuance of this policy, 24.6 percent of the overall in-
vestment budget has been allocated to the energy sector, whilst
communications and transportation and the manufacturing industry have
been allocated 24.2 and 11.8 percent, respectively.

CONSOL.IDATED BUDGET REVENUES

JANUARY-MAY (TL MILLION)
FIVE MONTHS’ ACCRUAL RECEIPTS
1784 - 1985 % CHANGE 1984 1985 % CHANGE
CONSOLIDATED BUDGET REVENUES 2081832 3116660 a42.7 1147721 1825893 5%.1
GENERAL. BUDBET REVENUES 1987210 29487563 48.3 1053797 1657996 57.3
TAX REVENUES 1751223 2521000 43,9 886831 1302299 446.8
TAXES ON INCOME 1104880 1307372 356.4 45993460 &L29517 24.1
TAXES ON WEALTH 61095 78326 28.2 19945 24814 24,4
TAXES DN GOODS AND SERVICES 4246494 416867 2.2 224188 292882 29.35
TAXES ON FOREIGN TRADE 128248 223466 74.4 128248 283666 74.4
REVENUES FROM ASOLISHED '
TAXES 30506 294767 86&. 2 13070 131420 904.0
NON-TAX NORMAL REVENUES 1946090 3455546 76.2 12846371 273490 1156.4
SPECIAL REVENUES AND FUNDS 403597 82207 102.5 40597 82207 102.5
DOMESTIC SBORROWING 701465 0405 28.8 70165 204035 28.8

ANNEXED BUDGEY REVENUES 23757 . 77492 226. 2 23757 77492 226.2

The returns for the first five months of 1985 show total
Budgetary expenditure of 1872 billion TL revenues totalled 1825.8
billion TL including General Budget Revenues of 1,658.0 billion
and against a first quarter's Budget deficit of 46.2 billion TL.

During the first five months of 1985, overall tax collections
totalled TL 1,302.3 billion, representing a 46.8 percent increase
over the same period of 1984. Value 'Added Tax collections during
this period amocunted to TL 253 billion.
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In the first four months, Corporation Tax collections increased
by 147.3 percent, whilst personal Income Tax receipts showed a rise
of only 14.4 percent over the same period of 1984. This big differential
is explained by the introduction of a system of Income Tax rebates,
based on the production of invoices in respect of a wide range of
basic goods and services. The result has been not only a relative
fall in net Income Tax receipts - from, principally, the lower
echelons of taxpayers - but also more suppliers' invoices and, thus,
less tax evasion. Income Tax continues to be the principal tax
levied on incomes generally but government sources peint out that
the rebate system will result in bigger cverall tax revenues and
pave the way towards a more equitable distribution of the tax burden
by taking some of the pressure off the lower income groups.

According to some sources the Budget projection
for 1985 aims at a deficit of TL 410 billion. This projection
rests on the assumption that expenditure will rise by around 25
percent, whereas revenues are expected to increase by as much as
81 percent. The projected reversal in the trend of major fiscal
aggregates is built on intentions to reduce transfer payments
from general government resources to the State Enterprises. The
expenditure estimates for 1985 imply a substantial cut in real
terms, particularly as regards subsidies and- other transfer payments
as well as in public investment. At the same time, tha tax yield
can be raised through improved collection after the introduction
of VAT in January 1985, despite a further reduction of income tax
rates by 5 percentage points. The postulated reduction in the
public deficit which, represents a tightening of policy, assuming
restrictive monetary policies could have a substantial dampening
effect on economic activity.

The Consolidated Budget is no longer the only relevant indicator
of the central authorities' fiscal policy stance. The authorities
have shown a preference for shifting charges on central government
resources to special funds, which are financed principally by levies
on certain transactions. In the course of last year, more such
funds were introduced. Thus, the Resource Utilisation Support Fund
is likely to play an increasingly more important role in the shifting
of charges on the Consolidated Budget arising from subsidies and
various tax benefits to exporters and investors to an off-budget
para-statal institution, and the Public Participation Fund will
assume responsibility for part of the public investment budget.

So far, no accounts have been published on the activities of the
various funds established since the beginning of 1984.

Recently, several measures were taken to cut-back public
spending. First of all, public sector employment levels were,
with a few exceptions, frozen at their present levels, and most
curreant account expenditure was halted. Several investment projects
are to be re-examined by the State Planning Organization.
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4, Production

According to State Institute-of'Statistics‘ figures, in the
first three months of 1985, out of 28 industrial commodities,
production of 13 increased as compared to the same period of 1984
and production of 15 commodities was lower. The highest production
increases were recorded in ammonium sulphate, super grade gasoline
and steel plates. ' '

Output of steel sections and angles, pig iron, phosphate—based
'fert111zers, normal gasoline and borax decreased con81derab1y

PRODUCTION OF SELECTED INDUSTRIAL
COMMODITIES
(JANUARY-MARCH)
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SOURCE:STATE INSTITUTE OF STATICS

1983 1984 / CHANGE
BASOLINE {(NORMAL) T a53599 P75853 -22.0
GASOL INE {SUPER) 152599 230353 &4.2
KEROSENE 88075 81481 =7
DIESEL FUEL 1134223 1021208 ~10.0
FUEL. OIL 1460108 . 15100350 3.4
LPG 134147 137044 2.2
- CRUDE DIL 502868 493509 -1.9
"NEWSPRINT 40570 377465 ~7.0
WRITING FPAPER . 2asenz 20687 -8.8
STEEL INGOTS 668981 731942 9.4
PIG IRON. . a99556 42278 ~-29.0
STEEL FOR CASTING - &76279 7000946 3.5
ANGLES 12647 3261 ~78.2
EARS . : 203967 192601 ~2.1
PROFILE SECTIONS 314663 16583 ~47 .6
SHEET 203004 .218242 7.5
PLATES 44919 73187 62.9
£Lo0oMS 273142 307107 3.0
SLARBS 334440 340961 1.9
INGOTS 242114 2349293 3.0
PIPES 2590 2498 3.6
BORAX 77948 2141 =73.1
SULPHURIC ACID 56285 130587 132.0
BLISTER COPPER 44546 5523 23.9
AMMONIUM SULPHATE 16764 75923 a52.9
NITROGEN BASED
FERTILIZERS 1054815 37687 -11.1
PHOSPHATE BASED
FERTILIZERS 751694 481860 -35.9
CEMENT 2788035 26084693 -Th
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5. Employment

, As calculated by the Labour Placement Office, figures for
unemployment showed an increase of 31.4 percent in the twelve
months to March 31, 1985. The increase in the unemployed was
higher for females (32 percent) than for males (31.3 percent).
As at the end of March of this year, the number of registered
unemployed totalled 921,662,

Whilst there were important decreases in the number of
applicants for jobs, employers' demands for labour and the
number of placements made were markedly 1ower and this applied
to both the public and the private sectors.

Placements in the agricultural and non-agricultural sectors
fell by 16 percent and 21.8 percent, respectively.

OPEN UNEMPLOYMENT
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1983 198371982 1984 198471984 1985 1985/1984
% CHANGE % CHANGE % CHANGE
JANUARY 283541 39,6 | 433147 30, 2 882197  29.3
FEERUARY  S02235 30. 6 664934 a2, 4 B896BR23 34,9
MARCH 524210 27.3 701268 33,8 921662 3B1.4
APRTL. 529024 24, 4
MAY SR7424 2.5 743542 41.0
JUNE 535806 P53 753351 40.6
JULY 538434 2%, 7 780589 45.0
AUGLIST 553592 24, 8 TIRLLT 23,5
SERPTEMBER S69109 30. 1 805150 41.5
OCTORER 5874689 32,2
NOVEMEER 608928 34,7 833322 26,9
DECEMBER 626175 33.6 863589 37.9
GOURCE s LABOUR PLACEMENT OFFICE T
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" CHAPTER V

MONETARY TRENDS

1. Banknotes Issued and Money Supply

The note issue which had shown a 3,5 percent decrease in the
first five months of 1984, increased by 16.3 percent in the corres-
ponding period of 1985. As a result of this trend, the note issue
exceeded 1,000 billion at the end of May 1985,

This may be considered as an indication of the dlfflculty
which the monetary authorities have been experiencing in keeplng
monetary expansion within reasonable 11m1ts.

‘BANKNOTES I1SSUED
(BILLION TL)
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ANNUAL
PERCENTAGE CHANGE
1983 1984 1985 1984 1985
JAN o 485.80  671.40  998.40 38, 21 48.70
FER 481.90  660.40 622,10 37.04 ~5.80
MAR 487.20  718.20  966.40 47.41 34.56
APR 528.50 721,40  974.30 36. 50 35. 06
MAY 496,80  704.90  1048.90 42.03 S51.64

AVERAGE ANNUAL. 20. 24 -
PERCENTAGE CHANGE _ _
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In fact, the annual rate of monetary expansion at the end of
May 1985 was much above the five months' average of some 32,82
percent: the May- on~May rate of increase in the note issue was
'51.6 percent.

The increase in the rote issue was also higher in the first
quarter of 1985 in comparison with the last quarter of 1985;
5.16- percent in. the first quarter of 1985 in contrast to 2. 04
percent in. the fourth quarter of 1984,
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On the other hand, banknotes in actual circulation showed a
more marked increase as banks chose to reduce their cash reserves.
‘During the first five months of 1984, banknotes in circulation
increased by 7.3 percent; . the rate of increase accelerated to
16,6 percent during the corresponding period of 1985, while the
-annual rate of increase rose to 54.4 percent on a May-to-May basis.
Cash held by the banks decreased from 130 billion TL in May 1984
to 125 billion TL in May 1985, corresponding to an annual rate of
decrease of 3.8 percent.

MAIN MONETARY INDICATORS
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PERCENTAGE CHANGE
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JAN-MAY  JAN-MAY
1984 1985

BANKNOTES ISSUED ~-3. 50 14,30
RESERVE MONEY CA,70 24, 67
MONEY SUPPLY (M2) 10.60  19.00

| CENTRAL EANK CREDITS ~10.10.  ~17.80
PUBLIC - 0.17 ~10.50
PRIVATE ~-21.35 —~29. 80
DEPOSIT BANK CREDITS * : 7.80  9.60
TOTAL DEPDSITS® 11,00 19,10
SAVING DEPOSITS* 26.80 29.40
a)BIBHT* ~35., 50 14.50

b)) TIME* 53,10 31.730
WHOLESALE PRICE INDEX 27.50 18,90
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* fs of MAY 24 MAIN MONETARY INDICATORS

PERCENTAGE CHANGE
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1984 19895
QUARTER 4 QUARTER 1

EANKNOTES 183UED g 2.04 5.16
RESERVE MONEY &8.94 17.34
MONEY SUPPLY (M2) , 16.10 10,26
CENTRAL BANK CREDITS 0.30 ~16.40
PUBLIC 4.30 ~-2.28
PRIVATE —&b. 00 -4, 20
DEPOSIT BANK CREDITS 4,10 0.40
TOTAL DEPOSITS 18.50 14.40
SAVING DEPOSITS 13.90 19.40
a)BIGHT 4,460 © 5,80
bITIME : 15.20 21.10

WHOLESALE PRICE INDEX ‘ 7,20 12,80
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RESERVE MONEY (BILLION TL)
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ANNUAL
PERCENTAGE CHANGE
1983 1984 1985 1994 1985

JAN 958.20 1315.80 2119.50° 37.32 61.08
FEE $83.40 1352.50 2P219.90 37.53 64.13
MAR 998,50  1424.70 2279.10 43.88 59,75
APR 1017.20 1460.10  2355.70 43.54 61.34
MAY 1019.60  1462.40  2421,30 43,43 65.57
AVERAGBE ANNUAL . :
PERCENTAGE CHANGE 40.94 63,37
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There were much bigger increases in the components of Money
Supply in the first five months of 1985 than in the same period
of the preévious year., Monetary base (reserve money) increased by
24.6 percent in the first five months of 1985, as against 4.7
percent in the corresponding period of 1984; the note issue
increased by 16.3 percent as against a decrease of 3.5 percent
and currency actually in circulation increased by 16.6 percent
as against 7.3 percent in the first five months of 1984, Savings
deposits at sight decreased by 35.5 percent in the first five
months of 1984 but increased by 14.5 percent in the corresponding
period of 1985, Time savings deposits, on the other hand, increased
by 31.3 percent during the first five months of 1985 as against
a rise of 53.10 percent in the January-May period of 1984,

The broad definition M2 money supply increased by 19.0 percent
as against 10,6 percent in the first five months of 1984,

MONEY SUPPLY (M2) :
BILLION TL
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ANNUIAL.
PERCENTABE CHANGE
1983 1934 1985 1984 19839

JAN 2377.30 3094.80 A4754.40Q 30.33 53.42
FEE 2403.10 3242.40 - DB177.60 34.93 09.68
MAR 2438.10 3474.60 5389.460 42.51 35.11
APR 2506 .40 3427.70 558, 00 37.55 57.76
MAY 2524.70 3638.30 58235. 80 44,11 60.12
AVERAGE ANNUAL
PERCENTAGE CHANGE 28.27 57.62
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All but one of the components of the M2 Money Supply displayed
very high annual rates of increase over the five months to the end
of May 1985: these ranged from 79 percent for time savings deposits,
65.5 percent for the monetary base, 57.9 percent for currency
actually in ecirculation and 51,64 percent for the note issue down
to 32.1 percent for commercial and 12.7 percent for savings depo-
sits at sight., As a result of these developments, the narrow de-~
finition MI Money Supply and the broad definition M2 Money Supply
showed annual rates of increase of 34.9 percent and 60.12 percent,
respectively. In relation to the Monetary Base, the note issue and
both definitions of the Money Supply decreased in the twelve months
to May 1985; the note issue from 0,48 to 0.44, the new definition
M1 from 1.09 to 0.87 and the broad definition M2 from 2.49 to 2.40.

2. Bank Deposits

Total bank deposits recorded a 19.1 percent increase in the
first five months of the year and this compares favourably with
the 11.0 percent increase in the corresponding peripod of 1984,
Saving dep031ts increased by 29,4 percent as against 26,8 percent.
A decline in the growth rate was recorded in the case of time
savings deposits (inclusive of certificates of deposit); from
49.2 percent in the first five months of 1984 to 31,5 percent
in the corresponding period of 1985, while saving deposits at
sight increased by 14.5 percent in 1985 as against a decrease
of 35.5 percent last year.

BANK DEPDSITS
(BILL.TONM TL.)
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ANNLIAL.
PERCENTAGE CHANGE
1983 1984 1285 1984 1985

JAN 2143.10 2785.70 4902.00 3%.32 64,18
FEE 2197.10 ~3087.90 4986 .40 40. 54 61.48
MAR a2563.70 3283.50 HS392.50 45,04 &4.23
APR 2260.90 3423.40 SSR7.80 S1.42 &61.53
MAY 24 5618.80
AVERAGE ANNUAL
PERCENTAGE CHANGE

44,08 &2 . B6
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CHANGES IN DEPOSIT/CURRENCY RATIOS

Consolidated Savings Banknotes CD SD
Deposits(CD) Deposits(SD) Issued(C) . C - C
May 1984 3531.1 2408.2 704.9 5.00 3,41

May 1985 5618.8 4068.9 1068.9 5.25 3.80
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The consolidated deposits/currency ratio increased to 5.25 in
May 1985 from 5.0 in May 1984, while the savings deposits/currency
ratio increased from 3.41 to 3.80

The share of savings deposits in time deposits increased from
85 percent in May 1984 to 90 percent in May 1985, while they inc-
reased from 58 percent to 65 percent as a percentage of total
consolidated deposits,

SAVINGS DEPOSITS
(BILLION TL)
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ANNUAL.
PERCENTABE CHANGE

1983 1984 1985 1984 1985

JAN 1497.70 1976.50  3425.40 31.97 73.31

FEE 1528.50 2121.30  3560.40 38. 78 67.82

MAR 1558.90 2248.70  3749.30 44,25 bb. 73

APR 1577.90 2312.80  3911.80 46,57 69.14

MAY 24 4068. 90

AVERABE ANNUAL.

PERCENTAGE CHANGE 40.39 69.25
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TIME SAVINGS DEPOSITS
(BILLION TL)
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ANNLIAL
PERCENTAGE CHANGE
1983 1984 1985 1934 1783

JAN 1193.80 1428.30 3083.70 19,64 115.91
FEE 1191.70 1718.460 .3178.460 44.21 84.935
MAR 1197.80 1859.20 3373.30 S5. 22 81.44
APR 119%.00 1891.50 3519.50 57.76 B86.07
MaY 24 3660.70

AVERAGE ANNUAL
PERCENTAGE CHANGE ' 44.21 92.09

Sk it ks Bt B PR, PHRY s Y o P el i Kb Sk B SLAE G441 Mt s RS e eers Teaps it brres b b o bt Lol LS04 Ll Limt] b A48 FALAS A RS RS ALY 4t TS S S ey TS S8 S P MY P P B vy P e e e i i b B s s datem



- 136 -

The rate of inflation in the 12 months from May 1984 to May
1985 was 44.6 percent, according to the new State Institute of
Statistics' Wholesale Prices Index. Between May 1984 and May 1985,
consolidated deposits increased by some 10 percent in real terms
and savings deposits by about 16 percent. The annual nominal rate
of increase from May-to-May was 59.1 percent for consolidated de-
posits and 69 percent for savings deposits.

3. Credit Developments

a) Total Credits

Total credits increased by 7.4 percent in the first five
months of 1985, a lower rate of credit expansion than in the
corresponding period of 1984, Given that the rate of inflation
was around 18 percent during ‘the same period, the total credit
stock showed a marked decline in real terms.

CREDIT DEVELOPMENTS
(BILLION TL)

SR b Ut L LR ikt TS Totth L BTN SR YIS DIP LR TAALR 1L Lk, VR WAL LIS L o by g ey Sakl popa gt v oy Py v e s P e i i b e Bk b $80nk bk Mo v o btk S e e b e S o ek P bk e ey b e T o Sl St bt b
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1984 ‘ 1985* 1984 1985
: JAN-~-MAY JAN-MAY %
TOTAL BANK CREDITS 3342.00 3667.20 12.70 ?.70
alDeposit Banks 2793.70 3064, 460 13,00 .70
b)Investment and De-
volopnent Banks 948,20 0 602.70 i1.10 10.00
CENTRAL 2ANK DIRECT
CREDITS 707.90 &82. 80 0. 61 -3.50

TOTAL. CREDITS 40492.80 4360. 00 10.30 7.40

*ho of May. 24
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Whilst Central Bank direct credits declined by 3.50 in the
first five months of 1985, total bank credits expanded by 9.7
percent, deposit bank credits by 9.7 percent and investment and
development bank credits by 10.0 percent.

b) Central Bank Credits

During the first five months df 1985, total Central Bank
credits fell by 17.8 percent from 1204.4 billion TL at the end
of 1984 to 988.9 billion TL. However, the public sector was less
affected by the Central Bank's credit squeeze than was the private
sector; credits to the former decreased by only 10.9 percent in
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the five months period. As of May 17, short-term advances to the
Treasury had increased by 196.4 billion TL, or 42 percent,

CENTRAL BANK CREDITS

1783
JAN 8346.90
FEE 872.80
MAR 879.30
APR 897.10
MAY 877,40
AVERAGE ANNUAL
PERCENTAGE CHANGE -

1984

— i 12120 b

1118.50
1097.70
1123.50
1132.60
110%2.50

1985

1470.80
1389. 30
1025. 60
1000.70
788.90

{BILLION TL)
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ANNUAL
PERCENTAGE CHANGE
1984 19835

33.45 31.350
25.77 26.56
28.34 -?.12
26.25 ~11.65
26.45 ""10-8’7
28.09 9.29
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DISTRIBUTION OF
CENTRAL BANK PUBLIC SECTOR CREDITS

Short Term Advances To The

Treasury

Agricultural Supporting

Purcheses Credits
Industiry

State Investment Bank

TOTAL PUBLIC SECTOR CREDITS

*As of May 17

19893

338. 60

162. 10
115.00
41.90

657.80

(BILLION TL)
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1784

447 .20

144,20
115.10
40.80

769.30

1985%
563 . 60

16.10
Q.00
0. 00

&79.70
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As a result of developments in the first four and a half
months of 1985, the public sector's share of Central Bank credits
increased. from 63.3 percent in December 1984 to 68,7 percent in
May 17, 1985.
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¢) Bank Credits

In the first five months of 1985, total bank credits increased
by 9.7 percent, deposit bank credits by 9.7 percent and development
and investment bank credits by 10 percent. During the same period,
Central Bank direct credits fell by 3.5 percent so that the total
credit stock of the economy increased by 7.4 percent as against a
rise of 10,3 percent in the first five months of 1984,

DEPDOSIT BANK CREDITS
(BILLION TL)
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ANNUAL.
PERCENTAGE CHANGE
1983 1934 1985 1984 1985

JAN 1740.50 2448, 80 2764.90 - 40.70 13.91
FEE 1747.90 2403, 20 2748.60 37.49 - 14.37
MAR 1847.10 2477 .90 28046. 10 34.135 13.25
APR 1848.70 2587.20 2792.30 3%.95 15. 66
MAY 24 ‘ 3064. 60

AVERAGE ANNUAL

PERCENTAGE CHANGE 28.07 14.05
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On an annuzal April to April basis, deposit bank credits inc-
reased by 15.6 percent, and on a May to May basis Central Bank
credits decreased by 10 87 percent. During the 12 months to May,
the rate of inflation, as shown by the SIS Wholesale Prices Index
was 44.6 percent so that, in real terms, the total credit stock,
Central Bank credits and deposit bank credits all decreased,

4, Inflation

The inflation rate according to the Wholesale Prices Index,
was reduced to 18.9 percent for the first five months of 1985 as
against 27.5 percent for the corresponding periocd of 1984, On a
May-on-May basis it was reduced to 38.3 percent from 59.4 percent
in 1984, The decrease stemmed mainly from the deceleration of the
rate of rise in food prices from 34.1 percent in the first five
months of 1984 to 19.1 percent in the corresponding period in 1985;

similarly, industrial raw materials prices increases decreased from
19.8 percent to 18.6 percent.
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WHOLESALE PRICES INDEX (1963=100)

INDEX FIRST FIVE MONTHS  ANNUAL MAY TO MAY
NUMBER
MAY 1985 1985 1984 1985 1984
GENERAL INDEX 11763.8 18.9 27.5 38.3 57.4
A.FODD AND FODDDER 10%50.2 19.1 34,1 34.2 76.0
1 YFO0D P376.5 29.5 43.2 36.4 79.3
~CEREALS 664, b 17.1 22.8 27.4 78.5
—-PULLSES 15200.6 36.1 9.3 129.4 25.4
~OTHER 11077.1 50, 1 70.9 45.3 87.4
2N IVESTICK 16943.9 18,45 0.4 39.0 51.5
3ILIVESTOCK PRODUCTS 104465, 1 -2.3 17.2 43,0 53.6
4)FODDER 10879.3 22.7 31.46 13.4 137.5
E, INDUSTRIAL RAW MATERIAL
& SEMI-MANUFACTURED 14319.7 18.6 19.8 43.7 41.8
1)FUEL. 21520.2 09,2 17.3 S56.56 31.8
2IMINERALS 118476 12. 4 18.3 53.9 30.7
AITEXTILES 8553, 2 6.2 19.1 19.2 44,7
4ILEATHER _ 2897.4 9.8 20.9 18.3 64.72
SYINDOSTRIAL AND _
MINERAL OILS 23641.7 23.3 21.4 &l1.6 50.5
6IPAPER _ - P198.7 23.5 43,5 53,1 54.1
7 ICONSTRUCTION MATERIAL 15205. 3 15. 1 27.4 43.9 54.9

GOURCE: Treasury and Foreign Trade Undergeqretariat

As a result of the differential in increases in food and
industrial raw material prices, the terms of trade which attained
a maximum in May 1984 were reduced to 73.5 in July 1984 and
fluctuated arcound this value for the remaining 12 months. In
May 1985 theterms of trade stood at 73.7

THE ASCENT OF PRICES IN 198%
(12 MONTH RATES OF INCREASE)
19463:=100

WHOLESALE PRICES INDEX

GENERAL. FOOD AND INDUSTRIAL
FODDER RAW MATERIALS

A P Y TS MO A L Bl $i0uh mine e boms e S Seeg e S et e P Mok B B Sk it b

DEC 1984 483, 4 S51.1 45.2
JAN 1985 - 48.7 48.2 47,3
FEB 19835 49.0 446. 4 S22
MAR 1985 49.9 47.5 53.0
APR 1985 45.4 - 11.4 S0.6

MAY 1985 38. 3 34,2 43,7
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COST OF LIVING INDICES

(1963=100)
(12 MONTHS RATES OF INCREASE)
ANKARA 1STANEBUL

1984 49,6 43.3

1985 51,6 87.%5

1985 49.8 54,4

1985 S4.1 53,9

1985 48. 46 43,8

1985 45,3 A1.4

SOURCE: Treasury and Foreign Trade Undersecreteriat

The terms of trade according to the new SIS Wholesale Prices
Index stood at a similar maximum for May - June 1984 and there

was a reduction thereafter;

this was followed by a new explosion

in the terms of trade for the period February - April 1985 and
then by a reduction in May.

MONTH

B bt

JAN-DEC
AVERAGE

9

JAN
FEE
MAR
APR
MAY
JUN
JUt.
AUG
SEP

GaoT.

NOV
Ded

INTERNAL. TERMS OF TRADE

1983

[T g

65.5

1984 1985
72,7 72.2
73.5 70.7
74.7 72.0
77.9 73.2
78.8 73,7
75. 4
73.5
72.4
75.1
73.2
72,7
73.3
74.4
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The reduction in the rate of inflation is also obvious from
the Cost of Living Indices. This is particularly so in the case
of Istanbul where the 12 months May-on-May rate of inflation was
reduced to 41.6 from 48.8 percent, but less marked in the case
of Ankara, where it fell to 45.3 percent from 48.5 percent.
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COST OF LIVING. INDICES
(1963=100)

% CHANGE
FIRST FIVE MOUNTHS  ANNUAL MAY-ON-MAY
ANKARA 1984 1985 1984 1985
BGENERAL. 22,8 19.3 48,5 45,3
~FOOD 29.5 19,8 53,2 43.4
. CEREALS 45,9 16.6 b6, 7 2.1
CMEAT 19.9 20.9 42.8 45.0
. MILK 8.2 16.4 41.1 46.9
.VEGETABLES 46:9 &1.4 57.7 71.6
~HEATING 2.5 14,0 28. 1 5. 6
~CLOTHING 20. 4 17.1 47.0 a7.0
~OTHER 13.1 21,5 43.6 65.9
ISTANEUL
BENERAL. 2.5  21.0 48,8 41.6
~FO0D 25,5 17.9 53,2 40.0
. CEREALS 331 21,5 &69. 4 30. 4
LMEAT 18.9 10.9 43.0 39. 4
. MILK - 12,0 10.3 46. b 50, 0
.VEGETAEBLES 40.9 .3 35.7 69.2
~HEATING 4.0 22,7 12.1 bb. 4
~CLOTHING 14,0 28, 4 34.9 44,9
~OTHER 24.9 26.8 63.2 38,2

SOURCE: Treasury and Foreign Trade Undersecreteriat

5, Gold Prices

The price of gold ingots in the domestic market followed a
parallel course with the international market in the first four
months of 1985; in the first three months, the price of gold
ingots in both the domestic and the Lohdon market remained below
its end 1984 level, but the trend was reversed in April. At the
end of April 1985, the price of gold ingot in the London and
Istanbul markets was 6.6 percent and 12.8 percent, respectively,
above the end-1984 level.

LONDON MARKET

1 07 GOLD (DOLLARS

PRICE)
1985784 DEC 1984
MONTHS 17835 . 1984 4 ANNUAL 7 ANNUAL
JANUARY 301.235 3465E.06 -17.5 ~2.0
FEBRUARY 299. 25 385. 92 —~22. 3 2.6
MARCH 297.75 374.26 -21.9 ~-3.0
APRIL. 327.50 324.90 ~17.1 6.6

ot A R S a4 5Pt P v st T I Yo b Py ek e b Rrbm Bl (A L Tt LA Ll g i e AT TS AP TOE AP TR g gl . P b UL i At A b T St Ty MY P e b




- 142 -

ISTANBUL FREE MARKET
(RESAT GOLD) (TL )*

' 1985784 DEC 1984
MONTHS 1985 17284 A ANNUAL % ANNUAL
JANUARY 21730.00 27540.91 15.3 -0.2
FEBRUARY 32000.00 2B4bb. 67 12.4 0.6
MARCH 31730.00 28857.14 10.0 ~-0.2
APRIL. 35063.00  22200. 50 20.1 10.3

It e S v v e P — 1 S R B b LiAiR Lok S i kbt b bk Bl S e e e e eAan P e Pt Y THAE Sk £ . ey S FLIA A Lidd L bk St Bomd b b e

SOURCE: CENTRAL. BANK OF THE REPUBLIC OF TURKEY
*MONTHLY AVERAGE PRICES

ISTANBUL. FREE MARKET
GOLD 1.B6R TL*

1985/84 DEC 1984
MONTHS 1985 1984 % ANNUAL % ANNUAL
JANUARY 4560.00  4028.18 13.2 ~1.3
FEBRUARY  4585.00  4220.48 B.& -0.8
MARCH 4590.00  4310.48 6.5 ~0.7
APRIL. 5213,00  4317.50 20.7 12.8
ISTANEUL FREE MARKET CUMHURIYET
GOLD COIN (TL)*

1985/84 DEC 1984
MONTHS 1985 1984 % ANNUAL % ANNUAL
JANUARY  30450.00 26765.91 13.8 -0, 60
FEBRUARY  30300.00 28073.81 7.9 ~1.00
MARCH 30133.00 28607.14 5.3 ~1.60
APRIL JM625.00 B9112.50 18.9 13.10

LLVAL S L i B4R LS AR LA SULSY SIS A AL LI RO IS . by e £t e} e et e e ek ek oy e ek e Ay b b S b} oy TRt Tep FAr S P T P P T e M
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CHAPTER VI

FOREIGN EconoMic RELATIONS

There was an exceptionally strong improvement in exports in
1984, a rise of no less than 24.5 percent. During the first month
of 1985 this trend continued but from the beginning of February
the situation changed and exports began to fall behind the 1984
levels.

After the especially marked increases in exports (due in
part to fictitious exports) during the first three months of 1984,
the downward tendency in the same period of this year was not
unexpected.

However, even if the target growth rate for exports is not
met, there will be no foreign exchange shortages this year although
a relatively poor performance could have a negative effect on
international business and financial opinion' and so weaken to
some extent Turkey's regained credit worthiness.

In any event, Turkey will have no difficulty in meeting its
foreign debt servicing commitments and there will be no delays.
Even the most pessimistic balance of payments forecasts show

clearly that there will be no currency shortages in this or next
year, anyway. :

1. Exports

Y

As stated above, export performance in the first four months
of 1985 cannot be described as satisfactory. During January, the
value of exports increased by only 23.4 percent in comparison with
1984 but the total for the first four months showed a decrease of
4.7 percent, as against an improvement of 34.0 percent in the same
period of 1984.

EXPORTS (JANUARY-APRIL)

(MILLION %)
1982 1983 1984 1985
JANUARY 446. 1 478.1 =41.3 468.1
FEERUARY 410.2 403. 4 6005 495. 49 -
MARCH 447.3 A474.5 713.3 6b16.9
APRIL 402. 1 483.5 512.3 570.0
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PERCENTAGE CHANEE IN MONTHLY EXPORTS

1982 1983 1984 1985
JANUARY 8.4 7.2 13.2 23.4
FEERUARY 33.8 -1.7 48.9 ~-17.5
MARCH 47.0 4.5 4?.7 -13.5
APRIL 27.2 20.2 2b.6 -6.%
FOUR MONTHS* :
TOTAL 27.5 7.9 34.0 -4.7

ot 420 A e ek et b8 Ko R A B B i . PR STHHY $eE Sorrt FHY e e ok b S BAALS S S St S Pl TS F8IS FOTY FSTTY APy P ey e bl e bk Sbvil S04 BAAS i as n t Lsir? S

Although the May figure indicates a slight improvement in
exports, it is most probable that the 15 percent increase foreseen
for exports in full year 1985 will not be realized. Indeed, it is
likely that over the full twelve months, expcrts will not earn
more than about $ 7.3 billion, which is slightly higher than
last year's total.

Composition of Exports

In the first qguarter of this year, agricultural and livestock
exports increased by 11.5 percent as compared with the first three
‘months of 1984. In fact, the industrial sector and, to a much lesser
extent, the mining sector, have been responsible for the decrease
in exports so far this year,

During the first three months of 1985, in the agriculture and
livestock sector there were increases in the value of exports of
cereals of 27.6, percent of fruit and vegetables together showed an
increase of 23.5 percent and of industrial crops of 28.5 percent
but livestock exports fell by 31.1 percent shipments of pulses
were down by 22.0 percent.

Overall, exports of industrial goods fel]l by 8.2 percent in
the first quarter of 1985; shipments of processed petroleum products
were down by 24.6 percent, processed agricultural products by 16.4
percent, leather and hides by 39.7 percent and textile industry
products as a whole earned 27.9 percent less. Exports of glass
and ceramics rose by 36.4 percent, of rubber and plastics by
26.0 percent and of chemicals by 6.2 percent. As a group, industrial
products accounted for 70.2 percent of total export earnings
in the first quarter of this year, as against 73.4 percent in
the same period of 1984, ,
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COMMODITY COMPOSITION OF EXPORTS (000 %)
JANUARY ~MARCH
PERCENTAGE
1984 1985 CHANGE
I) AGRICULTURE & LIVESTOCK 4483544 499942 11.5
AL, DROPS 380966 453804 17.1
a) Ceregals 22136 28236 27.46
b) Pulses 55317 43139 -o2. 0
<) Industrial crops 177707 228403 28.3
d) Fruit and vegetables 121151 149409 23.9
&) Others 44653 4397 ~5.3
B.LIVESTOCK AND PRODUCTS o8105 40014 ~31.1
C.FISHERIES PRODUCTS 4341 4235 -&.7
. FORESTRY PRODUCTS 4937 1887 ~bi.7
IT) MINING & QUARRYING PROD. 444618 BO06S ~32.4
111 PROCESSED & MANUFACTURED
PRODUCTS 1361922 1235603288 -3.2
A.PROCESSED AGRICULTURAL PROD. 189928 158862 ~1é6.4
B.PETROLEUM PRODUCTS 75748 57093 ~24.6
C.MANUFACTURED PRODUCTS 1096244 1034428 ~Gu b
~Cement 14828 17681 i?.2
~Chemicals 41419 43949 6.2
~Rubbetr and plastics 17226 21701 26.0
~Hides and leather 122112 734606 ~3%.7
~Forestey . 2255 260340 1054.7
~Textiles and ¢lothing 561069 404619 -27.9
~Glass and ceramnics 26729 36458 3&.4
-~Iron and steel 145593 222580 FE.9
“Non-—-ferirous metals 18874 286331 39.5
~Metal goods 3244 G4 13.9
~Machinery 32456 64022 7.3
~Electrical equip. & electro. 446694 2E08 A Y-
~Motor vehicles 42530 29289 -31.2
~thers 21163 54930 159.46
TOTAL 18355084 1780393 -4.0

!
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Geographical Distribution of Exports

The geographical distribution of exports changed in the first
four months of 1985. The OECD countries' share feel by 13.0 percentage
points from 56.5 percent in the first four months of 1984 to 51.6
percent in the same period of this year.

Exports to the COMECON countries increased to 4.7 percent of
total exports in the first Ffour months of 1985, from 3.6 percent
in the same period of 1984.

On the other hand, exports to Middle Eastern and North African
Countries increased from 37.9 percent uf total exports in the first
four months of 1984 1o 42.5 percent in the same period of this year.
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BEDLRAPHICAL DISTRIBUTION OF
EXPORTS (JAN-APR ) (OO0 %)

PERCENTAGE
1984 7% SHARE 1985 % SHARE CHANGE
1)DECD COUNTRIES 1395278 56.5 1213296 51.6 -13.04
A.EEC COUNTRIES : 2438946 38.2 882763 37.4 -6.48
-WEST GERMANY 476385 417019 -12.464
-BELGIUM-LUXEMBOURG 46027 Sbb646 - 23.07
—-DENMARK 6772 5830 ~14.146
—FRANCE 55819 _ 35635 ~0.33
~NETHERLANDS 465545 - 83673 27 .64
~-U. K. 83449 115121 38.04
—IRELAND 68 ' 2053 112.09
~ITALY 189562 119393 —-37. 02
~GREECE 19349 27323 41.21
E.OTHER OECD COUNTRIES 451382 18.3 30533 14.0 -26.77
~AUSTRIA 26638 . 43233 62.31
-LU.5. A, 125479 172341 37.35
~SWITZERILLAND 248673 55834 =77.55
~JAPAN 13125 17480 33.18
~OTHERS 37467 41643 11.15
11)ISLAMIC COUNTRIES 234040 37.9 998236 42.5 6.87
A.MIDDLE EAST COUNTRIES 762513 30.9 895377 38.1 17.42
—IRAN 3094685 - 315086 1.74
—IRAQ 2473506 339705 36.15
—5AUDI ARARTA : 88285 117417 33.00
~KUWAIT 22734 26936 17.54
—_LEBANON 34925 10302 -70.30
~SYRIA 5617 15349 134.71
- JORDAN 23053 309238 34.20
—-AEU-DHABI 1224 1612 31.70
-DUBATX 4513 17328 ' £83.946
—BEAHRAIN 211 : 174 -17.54
—QATAR 15464 11461 -25.77
—~0OMAN 351 , &36 81.20
"‘T.-RhNI[:- 19&43 18513 . _'5875
B.NORTH AFRICA COUNTRIES 159423 6.5 93780 4.0 ~-41.23
~L.TEYA 67169 . 16406 ~75.598
—EGYPT 47231 32009 -34.98
—ALGERIA 38036 32113 2.83
~TUNISIA 4633 3110 10.25
~MOROLCO 852 1142 104.88
C.0OTHERS 11704 0.5 ?07% 0.4 -23.73
IIT)EASTERN BLOC COUNTRIES 877195 3.6 110909 4.7 2bh.44
~U.5.5.R. i 20640 : 53392 159.69
—~0OTHERS ' &7075 42223 ~-37.05
IV)DTHER CODUNTRIES 0336 2.0 27988 1.2 -44. 40

TOTAL 2467369 100.0 2320429 100.0 ~4.,74
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2. Imports

Imports were valued at $ 3,362.3 million in the first four
months of 1985, indicating that the year's total envisaged in the
1985 Development Programme will probably be attained. The rate
of increase in comparison with the first four months of 1984 was
of only 8.3 percent.

The January and March figures showed sharp increases in imports,
rises of no less than 32.8 and 13.0 percent as compared with
January and March 1984, but these were followed by a 6.3 percent
Jecrease in April.

IMPORTS (JANUARY-APRIL ) .

(MILLION %)
1982 1983 1984 1285
JANLIARY 4608.0 739.7 6H64.3 sga2.2
FEBRUARY CheT7.5 749.% 624,55 685.3
MARCH 634,68 3259, 6 821.4 F20.3
APRIL 739.46 665,42 ?24.6 846.5
TOTAL 2Z1%.%9 3014.4 3104.8 3R62.3

PERCENTABE CHANGE IN MONTHLY IMPORTS

1?82 1983 19834 1985
JANUARY ~-232.3 21.4 -10.2 3.8
FEERUARY -0 .9 12.3 -7 .4 —1.3
MARGH 1.1 255 -4, 4 13.0
APRIL 16.4 ~1P. 4 3%9.0 oy 0 T
TOTAL ~8.0 10.8 3.0 8.3

Compeosition of Imports

An analysis of imports by commodity categories, shows that
in 1985 less emphasis was put on industrial product imports than
in the first three months of last year. Although these imports
increased by 3.6 percent in the first three months of 1985 their
share of total imports declined from 63.8 percent in 1984 to 59.2
percent in the first three months of this year. Mining and quarrying
accounted for 36.2 percent of total imports, as against 34.5 percent
in 1934. .
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COMMODITY COMPOSITION OF IMPORTS (000 %)
JANUARY ~MARCH
PERCENTAGE
1984 1985 CHAMGE
1IAGRICULTURE AND LIVESTOCK 5243 1128955 a20.2
A, CROPS 8440 89700 Q628
alCereals 34356 S9431 16192.6
b)Ythers 4984 30269 H07. 3
E.LIVESTOCK AND PRODUCTS 26460 22354 -15.5
C.FISHERIES PRODUCTS 4 a5 779.0
DLFORESTRY PRODUCTS 344 7hb 122.7
ITIMINING AND QUARRYING PROD. 753075 ge1%a7 17.1
~CRUDE OIL 718563 804615 12.0
~OTHERS S4512 TLHvRs 122.9
ITDYINDUSTRIAL PRODUCTS 1391871 1441354 3.6
A.PROCESSED AGRICULTURAL PROD. 71492 114990 &H0. 4
C.PETROLEUM PRODUCTS 56378 50047 -11.2
C.MANUFACTURING PRODUCTS 1263801 1274317 1.0
~Cement 221 144 -34.8
~Chemicals 248112 aH3395 14.2
~Rubber and plastics #3356 73160 ~12.2
- ~Hides and leather 1194 2905 143.3
~Farepstry 1407 1120 -20.4
~Textiles and clothing 249461 25527 23
~Glass and ceramics 18012 FEHIS -4 6,5
~Iron and steesl 165635 244824 47.8
~Man-ferrous metals HA40G2 45932 -23.3
~Metal goods 809248 6782 g}, O
-Machinery 3597848 255965 -28.9
~Electrical equip. & electro. 107142 145188 JC i I
~Motor vehicles 1204816 110368 ~3,3
-Dthers HOn7%9 71370 17.8
2435744 11.7

TATAL 2180174

Geographical Distribution of Imports

The geographical distribution of imports also showed only
marginal changes in the first four months of 1985 as compared with
the same period of 1984; imports from the OECD countries increased
from 52.0 percent to 54.7 percent of the total. Overall. imports from
Middle Eastern and North African countries decreased from 37.3 per-
cent to 35.5 percent of the total.
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GEOGRAPHICAL DISTRIEUTION OF

IMPORTS
1984

1)OECD COUNTRIES 1615135
A.EEC COUNTRIES 946545
~WEST GERMANY 372580
—BELBIUM-LUXEMEOURG 60147
~DENMARK 7595
-FRANCE 73370
-NE THERLANDS 72572
~U. K. 148696
~IRELAND 783
~ITALY 196015
~GREECE 14787
B.OTHER DECD COUNTRIES 668590
-AUSTRIA 39926
-U.5. A, 227043
~SWITZERLAND 89923
~JAPAN 117664
~0THERS - 194034
117 ISLAMIC COUNTRIES 1159604
A.MIDDLE EAST COUNTRIES 830028
~IRAN 355631
~1RAQ 360040
~SAUDI ARAEIA 58771
~KUWAT T 31327
~L EEANON 143
~SYRIA 10793
—JORDAN 1043
~AEU-DHAET 10
~DUEAT 0
~EAHRAIN 21
~UATAR 959
~OMAN 8403
~T.R.N.C. 2687
B.NORTH AFRICA COUNTRIES 308921
-LIBYA 249944
~EGYPT 2591
~ALBER 1A 25352
-TUNISIA 6115
~MOROCCO 24919
C.OTHERS 20655
111)EASTERN ELOC COUNTRIES 240420
~U.8.S.R. 62270
~OTHERS 178150
IV)DTHER COUNTRIES B9653
TOTAL 3104812,

(JAN-APR)

21.

37.
26.

2.9

100.0

{000 %)
PERCENTAGE

1985 % SHARE CHANGE
1807399 S54.7 11.%0
C 928294 _ 28.1 -1.93
360078 ~-3.36
oB436 -2.84
8460 11.3%
23111 26.71
76410 S.29
133081 -10.50
1018 30.01
1858647 ~5.18
11833 -19.98
8779105 2b. 6 31.4%9
40823 2.25
388317 71i.12
54070 -39.87
1324629 18.67
256062 31.97
1170612 35.9 0.95
854151 25.9 2.921
354133 ~0.48
405529 12.63
5889%9 .21
27785 -11.31
621 341.26
2789 -74.16
2275 118.12

0 ~-100.00

0 0.00

) —100. 00

40 ~95.83

0 -100.00

2074 -22.81
283382, 8.7 ~7.62
245223 -1.8%9
884 -65.88
23770 —&. 24
5180 -15.29
10325 -58.57
31079 0.9 50.47
173089 S.2 ~-28.01
435383 -27.12
127706 ~28.32
151173 4.2 68, 462
3302273 100.0Q &.36
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3. Balancé of Trade

The balance of trade for the first quarter of 1985 showed an
increasing deficit as a result of the slow-down in exports and
rise in imports which trend, however, changed in April. The foreign
trade deficit rose by 58.7 percent to $ 1,011.9 million as
compared to $ 639.5 million in 1984.

FOREIGN TRADE DEFICIT (JANUARY-APRIL) (MILLION %

1982 1983 1984 1985
JAMUARY 161.8 261.6 L3.1 214.1
FEERUARY 2E7.4 . 346D 94.0 189.9
MARCH 237. 6 2383. 1 1089.1 311.4
APRIL. 357.4 181.7 312.3 296. 5
TOTAL 1014.2 1172.9 637.5 1011.9

et e pompy paras s yraee s e ke phrn i BAId ek S0 L) AR AL A1 LIS L5 B TR A (Y TR BT M P ot M) beai Srns g Fee i e e st e Pkt s ) bt bk et B Bt 88

4, Invisibles

Workers'! Remittances

Workers' remittances increased by 43.5 percent during the
first four months of 1985 to a total of $§ 520 million.

WORKERS ¢ REMITTANCES (MDNTHLY) (MILLION %)

19a:2 1983 1984 1983 894/83 85/84

JANUARY 149.2 121.2 HH 4 132, ~31.19 ga.23
FEERUARY 130.8 105.7 8.5 130. O —&. 81 31.98
MARCH 147. 129.3 ?8.7 123.0 ~23. 467 24,42
APRIL 152.5 117.1 81.7 115.0 -30. 23 40.74

WORKERS ' REMITTAMCES (CUMULATIVE) (MILLION %

1982 - 1283 17834 1?85 84/83 85/84
JANUARY 142.3 121.2 33.4 152.0 + -31.19 82.25
FEERUARY 280.90 226.9 181.9 282. -19.83 J.OB
MARCH 4327.3 356.2 280.6 4035.0 -21.33 44.33

APRIL. a7e.8 473.3 o623 J;O 0 —23. 453 43.53
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!

IMPORTS AND EXPORTS PLUS WORKERS’ REMITTANCES (000 $)
JANUARY-APRIL

1922 1983 1984 1985
EXFORTS 1705.7 1841.6 24467 . 4 2330.4
WORKERS REMITTANCES 579.8 473.3 362.3 5206.0

TOTAL. 22895.9 2314.9 2829.7 2870. 4
TMPORTS 2719.9 3014.3 3104.7 3362.3

RAT IO 04.03 76.7%9 ?1.14 85,37

e S4Bk bobld Wk oo i e i o e o e A i Areng Shacp 41y Sars P EPRS VS Vbt P T PR AT frra Sreve it v v fm g 14 Ik RALF Ltk krbin e =yt fared e dnerd beare mreen e 17 ceere same s sekes Hamm 2raaq Sae S S Tanem P S S

The éxports plus workers' remittances over imporis ratio decreased
from 91.1 percent in the first four months of 1984 to 85.4 percent in
the corresponding pericd of 1985.

5. Balance of Payments

According to the new definition of the balance of payments, the
foreign trade deficit amounted to $ 494 million.in the first three
months of 1985, which is $ 305 million more than the deficit in the
same period of last year.

The overall balance on the account for the three months' period
was $ 215 million, as against $ 53 million in 1984 and the current
account showed a deficit of $ 247 million, an increase of $ 166 million.
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EALANCE OF PAYMENTS

e o et i i b i S A b Bodid LA B B MRS L e Bamd it i s e i b e

&, CURRENT ACCOUNT
Exports (fob)
Imports (fob)

Trade RBalance

Other goods, services
and income credits

s travel

. other

Other goods, services
and income debits
travel

interest paymants

. other

Total

Private unrequited
transfers creadit
.migrants’ transfers
workers’ remittances
wather

Private unrequited
transfers debit
Official unrgguited
transfers ‘

‘Current Account Balance

EL.CAPITAL, EXCLUDING
RESERVES
Rirect investment
Partfolico investment
Other long—term
capital movemnents
Other short—-term
capital movements

C.NET ERRORS & OMISSIOND
D.EXCEPTIONAL. FINANCING
ELCOUNTERPART FUND ITEMS

OVERALL BEALANCE

F.TOTAL CHANGE IN
RESERVES

(% MILLTION)
(JAMN-FER)  NEW DEFINITION

393
20
20

433

=721

162
~&

anks et ot BATS it WAAL KRS LS ALAVE TE TTE TIVRE YR PEPEY T ] et by 4100 Jasn faan Pl s fmnen bbb Skt b AR LLARL AALLS M, LS AT B
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6. Changes in .the External Value of the Lira

Daily exchange rate adjustments continuied to be made in 1985,
The half-yearly devaluation rate against the US dollar was 20.20
percent and the devaluation rate against the Deutsche Mark was 23.57
percent during the same period. :

FOREIGN EXCHANGE BUYING RATES (END OF MONTH) TURKISH LIRAS

u.s. ' DEUTSCHE  FRENCH —  SWISS EELGIUM  AUSTRIA
MONTHS DOLLAR STERLING MARK FRANC FRANC FRANC SHILLING
1983 _ :
, DEC  280.00 401.38 101.75 33.25 127.97 5.0% 14.43

1984 : :
JAN  309.30 434.57 ° 109.%0 35.92 137.86 S.38 15.58
FEB  308.75 460.81 118,65 38.48° 143.01 5.80 16.83
MAR  320.60 461. 41 123.80- 40.18 149.01 6.05 17,460
APR  337.75 . 473.86  125.20 40. 82 151.53 6.15 17.80
MAY  355.20 - 491.24 130.10 42.34 157.48 = 46.38 18.51
JUN  3B68.10 . 494.73 131.70 42.90 . 157.31 - 18.78
JUL 380,75 497.53 131.40 42.84 154,551 6.50 S 18.764
AUB  386.70 506, 38 134.20 43.74 161.3% b. bk 19.13
SEP ' 406,55 506.89 134.40 43.81 - 162.82 6.63 - 17.13
OCyY o 412,19 %01.38 136.05 44.36 . 165, 42 6.74 19.38
NOV  429.10 515,13 138.60 435,24 148, 64 C b.89 19.73
DEGC  444.30 514.28 141.05 46. 1% 170.43 - 7.09 20,13

1985 : : :
JAN 451,20 509. &3 i42.70 46.68 - 164B.467 7.13 L R0.27
FE&  480.90 525,14 144,85 47.43 169.93 7.23 20.48
MAR  488.45 60%.93 158. 65 51.98 187.94 7.90  22.42
APR  508.30 632,07 164.10 53.70 195.50 8.15 23.42
MAY  527.30 &670.20 170. 60 Sib. 05 202. 34 B. 46 24.30
JUN 534,035 692.02 174,30 57.39 208.98 3. 63 24.85

PERCENTAGE

"CHANGE 1IN

HALF YEAR . 20. 20 34.356 23.57 L oR4.ey 22,632 a2.43 £23.45
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CALENDAR OF MaIn Economic Poricy MEASURES

1984/1985

January

January

5

12

I 9 3 4

Fertlllzer prices are 1ncreased by
60 percent.

A new Export Promotion Decree is
published. An Incentives Department,
attached to the Prime Minister's
Office, is in charge of its implementation.
Incentlve certificates give the
following benefits:

- Credits from special funds, from
banks' own resources and rediscount
credits at special rates;

- Exemption from certain indirect
taxes and fees (banking and insurance
taxes, stamp duty, etc.)

~ Allocations of foreign exchange (up
to 50 percent of investors' export
commitment );

- Duty-free imports

Trading companies whose exports in
1983 exceeded $ 50 million (of which
at least 75 percent .must have consisted
of industrial or mining products)
will be given special incentive cer-
tificates. This turnover 1limit is to
be raised each year by 10 percent.
Companies =o favoured may make imports
for export production using up to 50
percent of their foreign exchange
earnlngs

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 their foreign :
exchange earnings to the Central Bank.
The new regulations permit banks to
retain up to 40 percent of foreign-
currency assets less their forelgn
exchange llabllltles
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January_ .14

January 20

February 5

February 38

February 12 :

February - 15

February 16

February 21

February 24

_ The Law amending Income Tax Law No.

193 and Corporation Tax Law No.5422
is publlshed .

Interest-rates on Treasury guaranteed
credits obtained from foreign govern-
ments, international institutjions and
foreign banks are reduced.

A General Decree uhder the Fiscal
Procedures Law is published.

.Wlthholdlng tax rate on 1nterest

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 rebate of 6.5

percent for the first TL 100,000 and

of 2 percent for the balance Payments
are made on a quarterly basis. -
Import reglme is changed certain
pharmaceutlcals and raw materials
may be imported with special authority.

A new law (No.2976) regulating ﬂﬂelml
trade is put in effect

The Support .and Price Stabilization

premium applied to hazelnut exports

is changed.

The law-on payment of publlc claims
igs 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;
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March

March.

Mafch

March

February 25

15

16

17 -

and for mediun-term credits from 50
to 52 percent.

" The interest rate on one-month. depo-

sits is set at 43 percent per annum

- from 1st- March 1984,

The decree regulating the establishment,
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 deposits
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.

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 ralsed will be centralised in
a "Public Partnerships 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 fihance the government =
low cost housing scheme, will drive
its revenue from shares in- the Pro-

‘duction Tax on Monopoly products

(15 percent), the refinery price of
gasoline (15 percent) and of fuel-oil
(7 percent), the surtax on specific
imports and a levy (at present $ 50)
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March 21
March 22
March 29
March 31

of foreign travel, from sales of bonds
issued for this purpose and from grants
and donations. .

General principles concerning the
application of legislation for the

~establishment and operations of private

financing institutions are determined.

A Communique on private finance cor-
porations is issued. These enterprises
may be set up in the form of joint
stock companies having a minimum of
100 partners and a capital nf at least
TL 5 billion, of which one guarter
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 cor participation
accounts. Ten percent of current
account funds must be held as cash
reserves and another 10 percent must
be deposited in a special account

with the 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. Parti-
cipation accounts may be opened on
the basis of '"profit and loss sharing
agreements" for specific periods;five
percent of these funds must be depo-
sited 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 inreased 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 minimum non-agricultural wage
for persons over ‘16 is raised (by 51
percent) to TL 24,525 per month.
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April

April

April

April

April

April

April

May

| May

14

19

26

28

29

10

11

Foreign Capital Department of the
State Planning Organization annournces
the principles regarding foreign ca-
pital investments (outside Law No.
6224 and the 0Oil Law). The Department
may issue permission to any person

or firm settled abroad which invests

a capital of at least 50 thousand
dollars.

General decree under the Corporation
Tax Law is published.

Law for the Protection of the Turkish
Lira facility concerning exchange
rate differentials on foreign credits’
is put into effect by a Cabinet
Communique.

The. Incentives and Encouragements
Department of the SPO includes. invest-

ments in trade centres in the incentives

scheme.

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 coke
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. ‘

New interest rates for bank deposits
are announced, They are increased
from 49 percent to 52 percent 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 cre-
dits is increased from 48.5 percent

- to 52 percent. That for export credits

is increased from 40 percent to 42
percent . '

Total working hours are determined
as a maximum 45 hours per week.
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May

May

1May

1June

June

June

'rJune

June

June

14

23

30

16
20

29

23

Commercial banks are permitted to

' engage in forwerd—exchange operations.

The Mun1c1pal ‘Administration's Law

is publlshed It provides for a gradual
increase in the municipalities’' share
of General Budget tax revenue, from

6 percent to 8.3 percent in 1984, 9.3

percent in 1985 and to 12.6 percent

in 1987

Incentives and Implementatioh Depart.--
ment of the SPO published a new decree

~on export encouragements.

Tax rebate rates on exports of selected
textile products are reduced. '

Interest rates on commercial bank
deposits are raised.

Petroleum.product prices are increased
by 4.8 percent.

The law concerning real estate rents
is amended.

Supplementary appropriations of TL

759 billion for the 1984 Budget are
approved by Parliament, TL 550 billion
of this is earmarked for the expected
increased cost of foreign debt repay-

ments due to devaluation of the Lira.

The main target and strategy of the
Fifth Five Year Development ‘plan is
published.

The Import surcharges applicable to
iron and steel imports revised.

The support and price stabilization
premiums applied to wheat, barley,.
wheat flour and livestock exports
are rev1sed

Some changes are made in regard the
Cabinet decision on the sources of
Housing Fund revenue.
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July

July

July

Augusts

7 .

9

21

11

The Central Bank increases rediscount
rates for export credits.

Decree No.28 for the Protection of
the Value of the Turkish Currency
and related communiques are replaced
by Decree No.30, which integrates all
regulations concerning foreign exchange
transactions, including those relating
to exports and foreign investment.

Interest rate on export credits is
raised from 42 percent to 45 percent.

Petroleum product prices are increased
by & percent.

The law concerning the administration
of major city munipalities is published.

Cabinet decision determining the pro-
jects which will be included in the
1984 Investment Programme and the
related revisions are published.

The commercial banks' liquidity
requirement is raised from 10 to 15
percent of liabilities.

Ceilings for foreign currency holdings

. of commercial banks are changed. For

short-term foreign currency comnitments
up to $ 10 million, holdings shall
equal commitments. For commitments

of between $§ 10-20 million, holdings
must equal $ 10 million, plus 40 per-

- cent of commitments exceeding $ 10

million. For commitménts above $ 20
million, total required holdings shall
not be more than 40 percent. Foreign

. currency holdings above these limits

are to be transferred to the Central
Bank or to other commercial banks,

Deposit and lending rates of commercial
banks are increased.

Support prices for the following
agricultural products are fixed:
Cotton :TL 160 (+68 percent opn 1983)
Hazelnuts:TL 240 (+37 percent gn 1983)
Raisings :TL 210 (+33 percent pp 1983)
Figs - :TL 135 (+44 percent gn 1983)
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August 21

August 22

September 16

September 24

October 9

October 11

October 22

A supreme co-ordinating Council for
Economic Affairs is established. The
Council will be chaired by the Deputy
Prime Minister.

Price increases are announced for
fertilizers (40 percent), petroleum
products (4.8 percent) and paper (10
percent).

Price increases are announced for
iron and steel products (20 to 25
percent) and for petro-chemicals
(10 to '15 percent).

.The advance support prices for wheat,

announced in.March 1984, are further
increased by an average of 8 percent.

Petroleum product prices are increased
by 6 percent.

Tax rebate rates on exports are lowered
to 55 percent of the rates in force
in December 1983.

Coal prices are increased by 15 per-
cent,

Commercial banks are instructed to
allocate 20 percent of the foreign
exchange holdings to reserves (pre-
viously :10 percent).

A Central Bank communigue announces
that convartible Turkish Lira deposits
of non-residents, including rescheduled
credits, may be utilised for invest-

nment projects (Foreign Investment Law

6224),and for o0il exploration activi-
ties ( Petroleum Law). Amounts utilised
for this purpose cannot be transferred

- abroad before the original repayment

dates, which were Ttixed under the
General Debt Rescheduling Agreement
signed in 1979 and amended in 1981.

The 1985 Investment Incentives are
published; the use of domestic resources
encouraged, and administrative proce-
dures are simplified. Thus 6 percent
of the value of Turkisb-made products
used in investments will be refunded
in the form of "incentive premiums".
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November

November

November

2

5

9

Investment projects worth more than
TL 80 million (TL 40 million in deve-
lopment priority regions) will be
issued with "General Investment In-
centives Certificates" which confer
Customs duty exemption and priority
for foreign exchange allocations.Only
for investments of more than TL 600
million are investors still required
to cubmit a feasibility study with
their application and deposit 0.1
percent of the estimated investment
cost of the project with the Export
Promotion Fung.

Prices of iron and steel products are
increased by 14 percent.

Petroleum product prices are increased
by 4 percent.

The Value-Added Tax (VAT) Law is
published. From 1st January 1985,

VAT of 10 percent will be levied on
products and services in commercial,
industrial, agricultural and private
professional activities, and on im-
ports. The Government is authorised
to fix varying VAT rates for .basic
foodstuffs. There is a supplementary
VAT on tobacco and tobacco products,
and on alcoholic and non-alcoholic
beverages. In general, VAT collection
is based on actual transactions. How-
ever, during a transitional period,
simplified procedures for estimating
tax obligation will apply for small
businessmen, farmers and the self-
employed. VAT replaces the following
indirect taxes: all production taxes
and tax on sales, transportation,sugar,
advertising and postal services.

The Agrarian Reform Law is amended.
Land owned by the State in irrigated
areas is to be distributed to non-land
owning farmers.

Tax privileges granted to the State
Economic Enterprises exemptions from
income tax, stamp duty and banking
and insurance tax are abolished.
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November 28

December 1

December 2

December 28

The Petroleum Consumption Tax Law is
published. A 6 percent consumption

tax on the sale of petroleum products

is introduced from lst December 1984.
Thirty percent of petroleum tax receipts

is to be allocated to municipal authorities,
30 percent to the General Directorate

of High-ways and 30 percent to the
General Directorate of Rural Affairs.

VAT on basic foodstuffs is fixed by
the Government at 6 percent from 1lst
April 1985, :

A new law gives the Government wider
powers for property expropriation if
this is in the public interest; the
test is public utility. Specific rules
for equitable compensation are also
adopted.

Petroleum product prices are inc-
reased by 6 percent, following the
application of the Petroleum Consump-
tion Tax.

The 1985 Import Regime is published.
Guarantee deposit rates remain at

15 percent for importers and 7.5 per-
cent for industrialists, but will be
reduced to 75 percent of the present
leven on 1st April 1985, to 50 percent
on 1st August 1985 and to 25 percent
on 1st December 1985,

The Central Bank is authorised to
buy and sell gold.

Interest rates on foreign exchange
deposits by Turkish citizens are
amended.

01ld New
Rates Rates
Deposits in

Us $ Sight Deposits 7 8
1-year time deposits 10 11
2-year time deposits 14 12
Swiss Francs Sight Deposits 7 3
l-year time deposits 10 6
2-year time deposits 14 8
Other Sight Deposits 7 -6
Currencies l1-year time deposits 10 8
‘ 2-year time deposits 14 11
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becember

January

January

February

February

February

February

29

1

19

12

. The 1985 Budget is approved by‘ParLHmEnt.

Total expenditures of TL 5,508 billion
are balanced by TL 3,550 billion tax
revenues, TL 1,458 billion other
revenues and TL 500 billion domestic
borrowing.

The 1985 Export Regime and the Export

- Promotion Decree are published. Upon

presentatioh of an "export project"
to the Department of Incentives and
Implementation, exporters may be
issued with and Export Incentive
Certificate, valid for 12 months,
which entitles them to use a foreign
exchange allocation egual to 50 per-
cent of their export commitments,
Temporary imports for the production
of goods for export are exempted from
Customs duty.

The Central Bank raises rediscount
rates for preferential credits to
cooperatives and small businesses.
Fixed interest rates are to be applied
to investment credits.

Preferential credits for exports are
abolished. Certificates of export
incentives are made valid for 12
instead of 6 months.

Coal prices are increased by an average
of 40 percent..

Fertilizer prices are increased by an
average of 20 percent.

The support prices for Aegean tobacco
is increased to TL 710 (up 53 percent)

Principles of the Resource Utilization
Support Fund are determined.

The third of the EEC import tax
reductions on Turkish Agricultural
exports is put into effect
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February 17 Petroleum product prices are increased
by 5 percent.

March 2 The Income Tax Rebate Law is amended.
Rent, transport, and same cultural
expenditures - -are now included in the
rebate scheme for wage and salary
earners and pensioners., Starting in
April 1985, rebates will be paid
monthy instead of quarterly. Rebate
rates are also changed.

Rebate Rate

(%)
Expenditures up to TL 25,000 20
between TL 25,000-50,000 15
above TL 50,000
for TL 50,000 17.5
for the remainder ‘ 10
above TL. 100,000
for TL 100,000 13.75
for the remainder 5
March 10 New decisions are taken in order to

encourage the inflow of foreign ca-
pital into the country. Foreign
citizens not resident in Turkey are
exempted from Income Tax on their
profit shares and income earned from
tangible assets,

March 20 Reserve ratio of the commercial banks
is lowered from 25 to 21 percent;
returns will be made weekly instead
of monthly. Deposits at the Central
Bank carry a weekly interest rate of
0.5 percent. Penalty rate is raised
from 5.5 percent per month to 1.5
percent a week for banks not meeting
the reserve requirements

April 6 " Interest applicable to credits under
the Exchange Rate Differential Scheme
is fixed at 35 percent.

General principles regarding inter-
national undertakings are determined.

April 14 Export pre-financing and foreign ex-
change credits are exempted from
various charges and duties.
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April

April

May

May

May

Méy

May

24

28

17

29

The State Planning Office amends the
Communique regulating 1985 Investment
Incentives; the period of application
for an investment allowance is extended.

Various principles and procedures in
relation to the Housing Scheme are
determined.

Prices of all-Turkish State Monopoly
Products, except tea are raised by on
average of 30 percent. )

The new Law-on Banking is put into
effect.

Prefinancing credits are exempted from
tax.,

Customs duty applied to diesel engines
is decreased to 1 percent.

Crop support prices are increased by
an average of 40 percent.

Some items aré deleted from the 1list
of goods which qualify for Export
Tax rebates ‘

Amendments are made to the lists of
prohibited imports and imports subject
to licence.

The Central Bank published a new
Communique regarding general liquidy
requirements.
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AppENDIX [+

TUSIAD ForecasTs For 1985

In this Appendix forecasts based on the TUSIAD econometric
model are provided for some principal economic magnitudes.

The 1985 forecasts are based on the following assumptions;

a) There will be no major deviation from the 1980 stabilization
programme ; ,
b) There will be no major structural change in the economy;

c¢) The world economy will follow a similar conjuncture as in
the 1981-1984 period and,

d) No major disturbances will occur in the domestic or world
economies.

In 1985,

- GNP (at constant 1968 prices) is expected to grow at 4.8-5.2%

- The rate of inflation will be around 38-42%,well above the
government's target of 25%. '

-~ Imports will reach $ 11.0 billion and exports $ 7.3 billion
leaving a foreign trade deficit of around $ 3.7 billioh.

~ The Turkish Lira will continue to depreciate, and the exchange
rate (TL/$) will be over 600 by the year-end.

- The volume of excess labour will continue to increase and
it will be of the order of 16.6% at the end of 1985.

GROWTH BY MATIN ECONOMIC
SECTORS

(At 1968 Constant Prices)

(%3 Growth)

Agriculture 3
Manufacturing Industry 7
Construction 1.
Services 4
Gross National Product 5
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CONSUMPTION-INVESTMENT

(At 1968 Constant Prices)

(% Growth)

Total Consumption 5.5
‘Total Fixed Investments 4.0

GROWTH AND INFLATION

GNP Growth Rate 4.8-~5.2
Rate Of Inflation 38-42

TRADE BALANCE

(Billion $)
Imports 11.0
Exports 7.3
Trade Deficit 3.7

EXCHANGE RATE

(TL/$)

Mid-Year 540
1985 Average 525
End-of-Year 600-620

LABOUR MARKET EQUILIBRIUM

(3 Growth)

Labour Supply 2.4
Labour Demand 1.2

Excess Labour Ratio 16.6
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MACRO EQUILIERIUM OF THE ECONOMY
(SIS's Figures)

{TL BILLLION)

g O g U NS P s i s et 2yt s s b 11 s e b o

"7 CHANBE IN

CURRENT FIXED IMPLLICIT
1983 1964 FRICES PRICES DEFLATOR
NP 11549 18339 3.0 S5.9 49.9
FOREIGN DEFICIT 409 513 23. 4 ~-21.4 02D
TOTAL RESOURCES 119358 18852 o57.7 5.0 50. 1
FIXED CAPITAL INVESTMENMT 2173 . 3329 93. 1 2.0 50.0
PUERL.IC 1316 19468 49.5 ~-0.3 50.0
PRIVATE 859 1361 58.4 9.6 50.0
CHANGES IN STOCKS “ 154 372
PUBLIC ~18 -33
PRIVATE 214 407
TOTAL INVESTMENT 2371 3701 bl 3.9 30.0
PLELI 1298 1933 48.9 ~0.7 0.0
PRIVATE 1073 17468 64.8 7.8 0.0
CONSUMPTION 2587 15151 8.0 Sl 50. 2
PURLIC ' 1167 1617 38.7 3.9 33.9
PRIVATE 8420 13332 &0.7 5.3 S2.b
PURBILIC SECTOR
DISPOSARLE TNCOME 2009 2924 45,5
CONSUMPTION 1167 1619 38.7
BAVINGS _ 842 1305 S55.0
INVESTMENT 1298 1933 48.9
INV-SAVINGS GAP . - 456 —h28
PRIVATE SECTOR
DISPOSABLE INCOME 9540 15415 bGlcé
CONSUMPTION 8420 13532 &60.7
SAVINGS 1120 1883 68.1
INVESTMENT 1073 1768 &4.8
INV--SAVINGS GAP 47 115
TOTAL DOMESTIC SAVINGS 1962 3138 60.0
FIXED CAPITAL INV./GNP 18.8 1.2
DOMESTIC SAVINGS/GNP 17.0 17.1
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MACRO EQUILIBRIUM OF THE ECONOMY
(AS PERCENTAGE OF GNP)
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- Savings Deposits: 66-67, 135-136
--8ihgt Saving:66-67
-- Time Saving:66-67,135

Disposable Income:8-10, 13, 122




- 184 -

- Private: 9, 13, 122
- ‘Public: 9, 10, 13, 122

E

Employment: 46-53, 129

- Agriculture:46-50
— Industrial: 46, 50
- Manufacturing: 46-50

Emigrant Workers: 54, 55

Exchange Rates: 118, 119,
153

Exports: 93, 143

- Composition of: 95-96,
144-145

- Geographical Distribution
of: 98-99, 145-146

F

Financiai Intermediation:
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- Industrialists
-usinessmen's
- Association

TUSIAD “Tiirk Sanayicileri ve Is Adamlan Dernefi” or
"Turkish . Industrialists and Businéssmen’s Assochition'
was founded in August 1971 by the. leaders of Turkish
industry. T

TOSIAD is a non- prom nnd mdependent organizntlon.

- In serving the various groups to which it is accountable, '

it seeks to improve the quality and effectiveness of
~ free enterprise through development and dissemination
~ of objective Information. It also creates broader
understanding of busmess and economic activity.

Its fundamental purpose js to promote public welfare
-through free enterprise by bringing together tlie
' experiences and views of those engaged in. industry
. and business, It- ‘conducts research in the. fields of

.economic outlook and trends, fiscal ~and monetary
- developments, marketing,  industrial _ stotistics,
international economics, public affairs and other related
. areas. The Association carries out Its research work in
a scientific manner and handles confidential information
. with discretion.

" Thé Association brings together leaders in business,
Iabour, the academic world and government at meetings
"‘Where econoimic policy, business prospects and executlve
experlences are discussed.

The_ news’ 'medla are an impqrtan!; link: in the
~ Associstion's .communication chain. The Association
releises m great deal of its work though the media,

" thus trying to provide the public with objective

information ugon which to form seiind opinion.

“The results of the research programmes are mailed lo -

l'ss'oi:iates, the * academic ‘world, government oflicials
- and ‘news. media through research reports, 2 monthly
periodical, books and other special.publications,

Membership in the Association is voluntary.

WHAT THE "BY-LAW" 5AYS :
Objectives and Aims of the Association_ -
‘The objectives and aims of the Assocmtlon are to
_contribute to the democratic and planned development
ol Turkey. It seeks to accomplish this in keeping with
the principles of market economy, in conformity with
" Atatlirk's principles.

The Association recognizes™ the industrialists as the
leading power in the development process. It pursues
the aim of bringing together, within the Association,

the Turkish industrialists of the puhlic ind private

" sectors, professionals, academicians and strengthening
the democratic government ind [ree enterprise. The
Association's objectives include every effort required
for the organization and development of free enterprise
in the interests of the country. - .

Functions.of the A-asocl.mcm _
* In order to attain its objectives afong the hnu:. ol‘ lhe_'
{ market. economy principles, the: Association
emphasizés the vital 'lmportance of [;ee_ enlerprise
‘for the national ecohomy and social structure, It
urges and encourages free enlerprise. Lo discharge
its responsibility lowards the development: of the -
country, in line with national interests, ’
_The Association believes Lhat economic, social lnd'
cultura! development within thé economic power of
"this ‘country can be . materinlized followihg . the
example set forlh by the free: world und thropgh
- demoeratic processes, In addition, it strésses the need
that national savings be increased and channeled inte-

a capital market open to the public,

Acknowledging the urgency of our educnllonal

problems, the Association . endeavours .to be of
assitance in the field of education and Lraning.
With ‘the firm beliel that Turkey must havea
balanced development in a seiting of social security,
and that capital, labour and entetprise are
complementary essentisl elements, it contributes
- to the development of employer-employee relations
in order to cause the most profltable and bone!‘ cial -
impact on the overall development of the country,
Engages in activities to channel investments toward’
priorities of public interest and toward those

productive areas that give impetus. to exports and

earn forelgn ekchange, and which contribute to
develdpment plans. Cooperates 'with private and .
public organizations which are  concerned wilh-

" industrial development.

- Provides guidance and counsel in order lhat the
commercial and induslrial enterprises of Turkey.
an associate member of the Europeari-Economic
community can build up competitive power both’
in and outside the Community, '
With a view stimulating Lhe Turkish economy, lalu.-f.
the initiative in learning and evalualing the points of
view available to be used by the relevanl government
offices; engages in guidance activities in  the
reoganizalion of the industrial structure,
Makes use of such publicily media as radio and TV,
newpapers, books and brochures to promulgate ils’
objectives and activities; arranges meetings, courses,
seminars, lectures and conventions.

Cooperates with domectic and foregin private and

* public institutions, chambers of commerce ,md
industry, stock markets, professional - associations,
foundations or sets up new liaison with them or
establishes organizations under its sponsorship.

WHAT TUSIAD DOES :

Ever since TUSIAD's foundation in 1971, it has been a
fundamental tenet that the public will share Lhe
knowledge developed by the organization's work. 1t 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
special mission to further Lhis understanding among
all groups. To do this elfectively requires that TUSIAD
be independent, as it is, it draws its {inancial support -
from many divers sources. It studies economics and
business, not a spokesman for, buf it advocates generally
the "free cnterprise” Its published research presents
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i _facts users or these facts develop thelr own conclu.uons :

_as 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
“foy society -to feed its reactions and opinions back to
_“free enterprise’. TUSIAD. views business, economics
and. society through a wnde-angle lens, focusing its
examinations primarily on questions of nahonl and
international significance, .
. This effort is supported by a full-time staff in the

.Istanbul headquarters. The statf is engaged in producing
. information through research or commumcatmg

" information through publications, meetings, news

- releases, and other channels.
The " greatest part of

~ subscriptions by its - Associate members and their
organizations. And this is a larger sense in which to
- view - the "'charitable"' nature. of TUSIAD's work. Its
_certificate of mcorpo.ratnon_ states - that TUSIAD's
fundamental purpose is “td' promote public welifare"
It pledges TUSIAD to carry on its work in the open-
minded and stmight forward spirit which cheracterizes
. all efforts to seek, to learn and to promulgate the
_truth. .

'Dclwenng information

" Publications, meetings and news releases are the pnmary
means by which TUSIAD shares business and economic
intelligenice with its various audiences.

regulaly receives a great vanety of

- statistical series and analyses describing what is

happening in significant segments of the economy. .

They are of special value. to Parliament and
_goyernment members, government officials and

private sector executives, . economists -arid other .
- professionals in both the puhllc and private sectors,

and to the news media.

Pubhc-mons

TUSIAD dclweré published research and inl’ommtlon'

in a varlety of forms - {rom single sheet Lables,
charts or text to major studies running to severai
hundred pages. The flow of shis material
continuous throughout the year, with TUSIAD
distributing
annually to members and Associates and others
in the country and around the worid, )
TUSIAD reports are for-

concise and objective.

-

Among TUSIAD economie series and reporis are :

~* GORUS
A’monthly review of economic toplcl.
In the best contemporary magazine journalistic
tradition,  the professionally edited manthiy

magazine,- GORUS carries articles by researchers
from many fields of endeavour. This is a publication
of factual presentstion, Every month 5.000 coples
are printed for country:wide distribution.

* “Cogjoncture” Reports

its income is Irom annual

roughly 200.000 published items

lay .audiences and
consilerable effort is devoted making them clear,

TUSIAD economists carefully study the economic

 conjoncture  within. Turkey as well as the -
international developments, and publish 3 .
conjoncture reports. Throughout the years, these

reports have had a wide dlstnhutlon

* Sector studies

TUSIAD also publishes various sector studies which
examine both the bottlenecks and the opportunities
existing in different sectors of the ecpnomy '

* Qccasional 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 most
updated information. Such occasional papers. (usually
ten or so within a yeur) are highly welcomed by the
economic media in ’I‘urkey

* Annual Economic Country 'Reports (in English).
Every year an English Report s published covering
the social and economic. aspeets of the development
in Turkey.

. 'Mumtonng Government Activities
The Five Year Development Plans,Yearly Economlc
programmé  and the State Budget, which have
enormous influence on the state of the Turkish.
ecoriomy, are throughly examined by TUSIAD in:
every ‘stages of thelr development., Each year, .- -
TUSIAD prepares and publishes highly researched
studies presenting different views for the discussion

~ of these documents and setting out the unofficial
op:nmn of the business community on these public -
issues. Co

Public information ‘ .
In keeping with its responsibility’ to enhnnce puhhc :
understanding of the business and economic system,
TUSIAD conducts a very active information program -

for news media in Turkey and thtoughout the world.

__Releases are drafted for most TUSIAD ‘studies, |
presenting the major findings in language and siyle

which are acceptable to the media and understandable
to the general public. They are distributed regularly.
to editors, writers, columnists and opinion leadeérs of
newspapers, magnzines, radio and televislon news
syndicates, and wire services here and abroad. Members
of the working press are welcome to anything that

TUSIAD publishes and are eéncouraged to use TUSIAD

as. an information resource when facts and perspectives

are needed. Senior research speclalists “devote an. -

appreciable amount of time to assisting news people,’
either with interviews or with background informatlon, "

.The press both in Turkey and abroad, make constant

use of TUSIAD research and’ conference hddresses as-
the factual’ hasis of news stories, editorial comment,

feature articles, and broadcasts on the course of business
and the economy. This widespread use of TUSIAD work:
provides a measure of TUSIAD acceptance as an
objective source of Information for the:-general public
as well as for the public and the pnvata sectors of
husiness and industry. ‘




- Seminars ‘ .
Seminars are  important  means of communicating
Information developed by TUSIAD. They are Intensive
instructional \iehiclee_i designed to broaden participants’
understanding of specific issues,

Meetings
" Each year TUSIAD conducts several meetings in various
locations around the country. Each session is attended

by many members, chief executives of major public

. and_ private corporations, university 'professors, editors
of the news mediy, aid very often, government officials.
-There is no attempt to reach conclusions or formulate
plans of action. Rather, the benefit is in the opportunity
- that the_'meetings_ offer all participants to compare

experiences and to share with their peers their apinions-

on the emerging business. soclal-pohtlcal issues of the
times.

* Speakers are drawn from business, labour, govemment
academies, foundations, associations and other sources
- of expertise. Audiences of several hundred are usual,
As with TUSIAD's research, the open conference deal
with forces alfecting business and the economy.

- The news media are encouraged to cover open are
prepared for distribution to members. In addition to
their role as communication vehicles, most of. the
. TUSIAD meel;mgs generate ideas or pmvide perspectwe
- for the research programmes

Promoting Better Understanding Between Business
and Government

With the growing need for involvement in puhllc pollcy
issues by private sector - Jeaders, TUSIAD carries
programmes in. order to contribute to profegsional
_development and communication in this field.

Sharing With Others o ,

In the broadest sense, informition developed by
TUSIAD belongs to the country, TUSIAD publications
are not copyrighted, and-everyone has the right to
quote from or to reprint this material. This is done
in the belief that other responsible parties can heip
TUSIAD to achieve its mission of creating broader
understanding of business and economic, activity.
Schoiars are frequent usérs of TUSIAD research findings,
and the broad range of publications coataining passages
from TUSIAD reports attests to the confidence which

' _ the academic community places in TUSIAD's ohjectmty

and scientific methpds:

WHERE TUSIAD STANDS ' N
- In Turkey, the share of the pnvnte sectnr -in the value

~added of the manufacturing industry is-around 70°

" percent. TUSIAD members, through the associate

companies, represent about haif of the production and
employment of large manufacturing Industry. But also .

through  assoclate member companies, TUSIAD
tepresents major proportion of the private sector
banking - community, Insurance companies, the
construction - sector and other service sectors, The
members of TUSIAD are not more than 216 but the
‘number of associate companies is about 1000, TUSIAD
was founded In August 1971 under the “Voluntary
Agsociations Law' of Turkey. Jis membership is

voluntary as well,

aré according 'to TUSIAD's by law. carefully &xamined

apd 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 iheir main =
shareholders, presidents, chairmen or top managers.
The -principal business and pro[esuoml orgamzalmns_"

‘in Turkey today are:-

Chambers of Commerce
Chambers of Industry
Commodity Exchanges
Chambers of Shipping

Itis compulsory for every businessman and company ta
join hisftheir local Chamber {or Chambers).

These Chambers are all affilisted to. The Usion of
Chambers .of . Commerce, Industry and  Shipping
Commodity Exchange of Turkey

* Tradesmen’s Associations : ' .
Craftsmen's Associations
' Tradesmen s Craftsmen's Assoclahons

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 'Ifradosme_n © Croftsmen.* -
Chambers of Agriculture . ‘ .
Although  membership is not compulsory these

Chambers are representatives of farmers country-wide

'_and they - are affiliated to_ The Turkish Umnn of

Chambers of Agnculture

Employer Associations . :
Federations of Employers' Assoclatlons S
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 (ar as collective’ bargaining and labour
relations, ete. are concerned.

The Free Enterprise Council has the participation of .

" The Union of Chambers of Commerce, [ndustry -.

- Shipping Produce Exchange of Turkey.
The Tyrkish 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 sense,
The Cou_.mcil is thus in a position to represent

All TUSIAD members, personally or through their
companies, are members of at least one of the Chamber:
mentioned above and most -of them arg nlso members_
of ane of the employers' assocations. -

State Economic Enterprises must  join thelr local'
Chambers and may also join one employers association
ln their field of activity.

and candidates for ﬁi"erﬁtbe'._r'ship'i S




ADVISORY COUNCIL-
- -Executive Members-

Honorary Chairman Chairman

Vehbi KOG C Dr. Nejat F. ECZACIBASI
-Chairman of the Board .~ Chairman of the Board -

KOC HOLDING Co., Inc. : : ECZACIBASI HOLDING Co., Inc.

Vice Chairman S " Vice Chairman

Sakip SABANCI Sinasi ERTAN

Chairman of the Board . - Managing Director -
SABANCI HOLDING Co.,Inc. . .. - BATI ANADOLU CEMENT Co., Inc.

R _ Vice Chairman
Feyyaz BERKER
~ Chairman of the Board
* Chief Executive Officer .
- TEKFEN HOLDING Co., Inc.

BOARD OF DIRECTORS -

Chairman S " Vice Chairman

. Dr. Sahap KOCATOPCU ' Osman BOYNER
Member of the Board . Chairman of the Board .
TURKISH GLASS WORKS Inec. ALTINYILDIZ GROUP OF COMPANIES

Vice Chairman , Member

Fahir ILKEL _ Sakir ECZACIBASI
Chairman-Managing Board Vice Chairman of the Board

KOGC HOLDING Co., Inc.. ' ) ECZACIBASI HOLDING Co., Inc.

Member ’ " Member

Nihat GOKYIGIT - - ' Oguz KARAHAN
Chairman of the Board ' Member of the Board
Chief Executive Officer ‘ Managing Director
TEKFEN HOLDING Co., Inc. . AKBANK
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