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THE TURKISH ECONOMY
AT THE OUTSET OF 1978

Summafy and Conclusion :

At the start of 1978 the most serious danger facing the Turkish eco-
nomy is the threat of a depression,

Over the past few years, the economy has suffered under an increasing
weight of problems, and in 1977 the situation was aggravated by Turkey's in-
creasing inability to meet her foreign currency obligations, The spectre of
depression now looms large.

The danger is that if Turkey actually does at some stage plunge into
a depression, the cost of rebuilding the economy will be crippling. So it has
become of the utmost importance that the measures to be taken to assure econo-
mic solvency should be consistent and viable,

At the start of 1978, the situation in the private sector of indus-
try can be outlined as follows:

-- The stagnation in the investment pipeline which has been ob-
served for the last two years is stiil with us, Large-scale projects of im-

portance for the economy have been suspended.
There are several reasons for this

-- The industrialization strategy has not yet been properly defin-
ed, and the private sector is at a loss to know which sectors of production

will be encouraged,

-- The infrastructure of the sixties is inadequate for the industry
ofthe seventies.Energy,communications,transport,selecting sites for new pro-
jects: all these problems delay the development of large scale serious indus-
trialization efforts.

-~ Negative developments in the field of labour relations, and sta-
tutory obligations on employers (e.g. Severance pay) inhibit enterprlsing
concerns from hiring more labour and delay labour-intensive investments.

-- The acute foreign exchange shortage obstructs the realization of
projects, both at the investment and operational stages.

-~ Intermediary financial institutions fail to operate efficiently,
so as to contribute effectively to the financing of major projects.

-- The exchange rate policy has the effect of promoting imports
while discouraging production and exports,

' -- The price controls system governing locally produced commodities
and industrial goods favours mere traders at the expense of industrial pro-
duction. '

-- Red tape discourages  industrial investments, the expansion of
existing plant, and export efforts.




INDUSTRIAL PRODUCTION COULD STAGNATE OR EVEN RETROGRESS IN CERTAIN SECTORS
The reasons for this are as follows:

-~~~ Industrial relations have been turbulent,

-- Imports, and procuring raw materials and intermediate goods,
have become a serious problem. )

-~ The energy shortage prevents industries from operating re-
gularly and productively. -

-~ The reluctance on the part of the Administration to fix prices
works against the private sector's vital interests. The abnormal price va-
riations in the local market provide outrageous profits for a handful of
people,

-~ No solution to these problems can be expected in the short term,
But there is a need to decide on priorities and to face the problems se-
riously,

At the start of 1978, one of the priorities for the economy is
the shortage of foreign exchange. Turkey will have to find new sources of
foreign exchange as soon as possible. The present shortage is not attribut-
able to Turkey's over-indebtedness, but rather to mismanagement in opt-
ing for a policy of short term borrowing.

A fundamental need at the start of the year is to consolidate
the country's short term debts, and to find additional hard currency sup-
plies to beef up the reserves. ' '

A basic pre-requisite if this is to be achieved successfully is
that Turkey  should express her determination to take serious measures to
increase her foreign exchange inflow,

One way of doing this is to pay the true value for hard currency
coming inte the country. As long as the true value is not paid, it will be
impossible to increase either export revenues or workers' remittances, and
domestic investors will find it more attractive to import a particular com-
modity rather than to produce it at home, :

Parallel to this, administrative controls over other goods and
services and the price of money (interest rates) should be discontinued,.
This will ensure a sound, healthy development in investments and produc-
tion, and should eliminate the abnormal profits being made by middlemen, *

(*) There should be no confusion between the State's responsibility to pro-
tect the consumer through price controls and administrative decisions to fix
prices artificially.




/ .
The Government must ensure that peace is maintained on the labour
front with the utmost impartiality, and fulfil its duties and responsibili-
ties within the limits of the law.

According priority to energy investments is of special importance,
and the introduction of a special programme could help here.

In investments, production and exports, all enterpreneurs want
to see red tape eliminated as far as possible, Administrative responsi-
bilities now shared by numerous government agencies should be rationalized
and exercized by a central authority.

THE EXCEPTIONAL CIRCUMSTANCES PREVAILING AT THE START OF 1978 DEMAND THE
ADOPTION OF AN INTERIM PROGRAMME ' '

The interim programme should highlight the following points:

~-- In the private sector, priority should be accorded to pro-
moting those projects which are already in the pipeline and which are vital
to.the economy, rather than to encouraging all kinds of new investment. The
policies adopted should ensure the full utilization of the existing indus-
trial capacity.

-- In the public sector, all projects should be shelved, with
the exception of energy, communications and transportation schemes and
foreign exchange earning investments which can be realized in a relatively
short time,

It should be noted in this context that major projects which re-
ally affect the nation's economic growth (e.g. steel investments, 0il
prospecting and drilling and petroleum products industries) should be prog-
rammed properly,

It will be virtually impossible to reverse the inflationary trend
this year, given that price increases in 1977 neared 50%. What is important
is to slow down the rate of inflation,

-- The most effective tool here is the money supply policy. Fin-
ancing state expenditure from real sources and implementing measures to
promote voluntary and statutory savings will help check the price rises.

O




The Turkish private settor does not date back all that. far,

-- Policies since 1950 have induced the agricultural popula-
tion to make more produce available on the market. This in turn led to an
increase in the momney supply.

-- The infrastructure needed to develop industry was completed
in the sixties.

--.The system of incentives for promoting industry was 1ntroduc-
ed in 1968.

-~ Major industries started production after 1970.

-- At the beginning of 1978, the structure of Turkey's manufac- .
turing industry is enormous, and pr0V1des direct employment for 800,000
people with a combined annual production capacity of over TL 400 OOOm.

The total annual sales turn-over of the leading hundred firms in this sec-
tor is TL 102,000m. Seventeen of these firms are State Economic Enter-
prises, and the remaining 83 privately-owned ventures. The average annual
sales turn-over among these 83 private concerns is TL 750m,, and their-:
average employment capacity is 1,300 workers,

Criticisms can be made of this industrial structure:

-- It is highly dependent on external resources.

-- It is consumer-oriented.

-- At the initial stage, investments in the consumer goods field
were considered far more rewarding ventures financially. As a result, in-
termediate and capital goods industries have been neglected,

How did such a structure come into being?

It was the bureaucrats and technocrats in the public sector who
designed the SEE projects, realized them and operated them --and the same
men have been stressing their problems and looking for solutions. And
it is the same people who have failed to come up with any solutions to the
SEE- problems.

-~ The majority of private sector investments in Turkey operate
through licences indirectly secured from the public sector.
-- In all stages of investment and production, the enterpreneur

: needs the public sector's approval for import licences.
i -- Since 1968, all investment prOJects have become subject to

control and "licensing" by the public sector, thanks to the policy of

incentive licences.
-- The public sector exercises control over Investments by super-

! vising credit instruments,

It emerges from the above that if the present industrial struct-
ture is distorted, the major responsibility rests with the public sector,
and with the officials who permitted such a structure to emerge.

Criticizing past mistakes will not provide a solution to the
problems today: the aim now should be to orient Turkish industry towards
a better structure.




How can this be achieved? IS5 it a simple task?

-- The infrastructure does not meet industry's current require-
ments, and is inadequate to allow further development. Designed to meet
the needs of the sixties, it is incapable of sustaining the load which will
be imposed in the eighties, in the fields of energy, communications, trans-
portation, water and urbanization.

-- Domestic savings are insufficient both in terms of quantity and
quality for industrial investments to be realized,

Intermediary financial institutions do not perform their func-
tion of financing industrialization; rather they are an obstructionist ele-.
ment.,

A balance of payments sufficient in structure and magnitude to
meet the foreign currency requirements of development consistently has
yet to be attained (1),

For these reasons, the strategy of the fourth five year development
Plan and the 1978 interim programme has assumed vital importance. v

(1) During the fourth plan term, the aim should be for minimum Imports to
be §10,000m and minimum exports to be § 8,000m,

According to studies by Professor Kenan Bulutoglu, at the outset
of the fourth plan period, Turkey's share of the volume of world foreign
trade, given her population and per capita income, should be at least 1%.
This means imports and exports of at least $10,000m. But at the end of 1976,
Turkey's imports accounted only for 0.5% of the volume Of world foreign
trade, and her exports 0,2%.

Another approach is the share of exports in the Gross National
Product. In other countries with conditions similar to Turkey's, this figure
is 15-16%, and the share of industrial exports is 7%. But in Turkey, total
exports only make up 4.2% of GNP, and industrial exports a mere 1.5%.
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MAIN ECONOMIC INDICATORS

: % Chg. .
1975 © 1976 1977 1976. 1977
GROSS NATIONAL PRODUCT (TL billion)
GNP (with current prices) 535,8 670.0 817.4 25,0 .22,0
GNP (with 1968 prices) 18%1.4 195,3 205.1 7.7 5.0
Agriculture - 40,9 44,0 . 44,1 7.6 0.1
Industry 44,3 48.4 51,7 9.3 6.9
-- Manufacturing ind. 38.5 41.9 44,5 9.0 6.0
AGRICULTURAL PRODUCTION (tons '000)
Wheat 14,750 16,500 . 16,650 11,9 0.9
Barley ' 4,500 4,900 4,750 8.9 - 3.1
Tobacco ) 193 314 254 62,7 -19,1
Sugar-beet 6,949 9,400 9,400 . 35,3  --
Cotton 480 475 600 - 1,0 26.3
Sunflower 488 550 457 12,7, -16.9
Hazelnut . 317 245 273 -29.4 11.4
MONEY -BANKING-CREDIT (TL billion)*
Money in circulation 40.9 52,1 80.1 27,2 53,9
Money supply 118.5 151,5 i96.7 27.8 29,8
Deposits 132.4 162,8 193.5 23,0 18.9
Banking credits 139.0 - 183.8 216.7 32,2 17,9
Central Bank credits 54.7 96,8 168.7 76.8 74.3
FOREIGN ECONOMIC RELATIONS ($ million)**
Imports 4,738.0 5,128.6 5,580,0 8,2 8.8
Exports 1,401.0 1,960.2 1,700.0 39.9 -13.3
Foreign trade balance - 3,337.0 - 3,168,4 - 3,380,0
Workers' remittances 1,312.3 982.7 1,000.0 -25,1 1.8
PRICE INDICES***
Wholesale price index 8.0 22.0 33.3
-~ Foodstuff 10.8 22,1 29,0
~~ Industrial raw material 3.3 21.8 41,2
Istanbul cost of living 17,2 17.4 44.9
FIXED CAPITAL INVESTMENTS (Current prices) (TL billion)
Public sector 53.8 75.2 106.4 39,8 41,5
Private sector 52.9 70.7 80,1 33.6 27.4

T e e e e o T e R D e L e T R S ik Y . Y o W o 8 ey - -

(*) 1977 figures are as of Dec.2, 1977.
(**) 1977 figures are provisional.
(***) 12 months percent increases as of November,






FUNDAMENTAL ISSUE_OF 1977: FOREIGN EXCHANGE

The fbrelgn exchange issue has always topped Turkey s most im-
portant problems in the past 25 years:

IR Turkey $ macro equlllbrlum was upset in the following way since
1970 (in million US dollars)

1970 +242
1971 +235
1972 +152
1973 ' +918
1974 -460
1975 _ - 1,303
1976 - 1,766
1977 -~ 2,840

The equilibrium, which was upset quality and quantity-wise in
parallel to the expansion and integration of the economy, has become the
fundamental problem in 1977.

At the end of 1977, Turkey's foreign exchange resources, expen-
ditures and foreign exchange deficit can be summed up as follows:

($ million)

SPO and
Finance Min, TUSIAD
Estimate Estimate
EEEenditures 6,067 ] 6,477
1, Imports 5,400 - 5,200
2, Debt instalment 187 187 -
3. Interest payments 350 350
4, Profit transfers 70 70
5. Tourism expenditures deficit 45 55
6. Other expenditures 15 15
Resources 4,246* 6,477
7. Exports 1,750 1,750
3. Workers' remittances 1,100 950
9. CLD net increase - 275
10, Projectgprogramme credits 557 557
11, Banker credits . 247
12, IMF special drawing right 59 14
13, Private foreign capital and off-shore 65 65
14, Other invisibles 225 225
15, Imports with waiver 90 - 90
16, Import by credit .e . 1,735
17, Utilization from foreign currency ' =
reserves _ 400 569

T et = o e e e e T T B v ey i 7 e G et e e e S S g A A = P

(*) The difference is due to the failure of the SPO to give a breakdown by
sources of the short and medium term credits.plus net errors and cmissions -
which add up to £1,821m.



BALANCE OF PAYMENTS ($ million)

SPO TUSIAD
1977 1978 1977 1578
Estimate Programme  Estimate Programme
I, CURRENT ACCOUNTS
A, Foreign Trade :
1. Exports (FOB) 1,750 2,400 1,750 2,200
2. Imports (CIF) - 5,400 - 4,850 - 5,800 - 4,870
Foreign trade balance - 3,650 - 2,450 - 4,050 - 2,670
B. Invisible transactions
1. Foreign debt interest
payments - 350 - 434 - 350 - 434
2. Tourismgtravel(net) - 45 35 - 55 - 25
3. Workers' remittances 1,100 1,250 950 1,000
4, Profit transfers - 70 - 75 - 70 - 75
5. Service payments on
project credits o= 15 - 25 - 15 - 25
6. Other invisibles : 225 270 225 270
Invisible trans- .
actions balance 845 1,021 685 711
C. Infrastructure and
off-shore o 15 19 15 19
Current Accounts Balance -2,790 - 1,410 - 3,350 - 1,940
11, CAPITAL MOVEMENTS .
- 1. Foreign debt payments - 187 - 270 - 187 - 270
2, Private foreign '
capital . 50 50 50 50
3. Project credits 550 850 550 600
4, Imports with waiver. 90 100 90 100
5. Programme credits 7 5 7 5
Capital movements balance 510 735 510 485
Overall balance - 2,280 - 675 - 2,840 - 1,455
-~ Reserve movements(+ decrease) 400 - 569 650
-- Special drawing rights 59 -- 14 130
-- Short and medium-term
credits . 1,800 675 2,257 675

~=< Net error§omission 21

10



Balance of Payments :

1. Turkey's exports amounted to $1,750m in 1977.

2, Imports totalled $5,800m in 1977,

3, Workers' remjttances reached $950m at the end of 1977, January to Novem-
ber inflows from Turkish workers amounted to $907m, And in November, such
remittances totalled only $64m despite the fact that it was a month of re-
ligious heliday,

4, The SPO had predicted a $59m utilization from Turkey's special drawing
rights (SDR) on the assumption that $45m of this portion would be made
available by the IMF by the end of the year. But this did not come about
as a result of inconclusive rounds of talks with the IMF,

5. The overall balance deficit of $2,840m in 1977 is being financed as
follows:

a, Short and medium term credits;

1977

Jan, -Sept. 1977

Realization Year-end
Convertible lira deposits 100 275
Payment arrears (*) 110 110
Foreign credits from private sources 7 7
bDresdner Bank , 107 130
Banker credits 71 -

TOTAL 253 522

Actual imports and payment differences 1,738 1,735
(Credit imports)
GRAND TOTAL 1,991 02,257

s T B o oy Sk P U B B A e rrm v ey Py oy Y e v By AL At e Ad A T P A R Y M M S Rs e . M e T ma A ey A Ay

{*) Payment arrears are overdue debts deferred to a future date. Are
applicable in short-term credits and money exchange transactions.

11
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b. Foreign exchange reserves have been depleted by $569m.
c, $14m has been used from IMF special drawing rights,

6. The balance of payments expectations for 1978 are as follows:

a) The export figure, estimated at $2,400m by SPO, is expected to total
not more than $2,200m, Such a target in the range of $2,200m would repre-

sent a 25.7% increase over the export realization of 1977,

Exports (§ million)

Estimate Estimate

1974 1975 1976 1977 1978

I. Agriculture and husbandry _
© products 851.9 792.6 1,254,4 1,030.0 1,400,0

IT. Mining § quarrying

products 79,0 105.6 110.0 110.0 iio0.0

III, Industrial :

products 601.3 502.9 595.8 610.0 690.0

GRAND TOTAL 1,532.2 1,401.1 1,960.2 1,750.0 2,200.0

The stocks of agricultural produce remaining from last year are
estimated as follows: ' o

-- Cotton: 350,000 tons
Estimated price: $ 1.25 per kilo
Export value: $437,500,000

-- Tobacco: 95,000 tons
Estimated price: $3.20 per kilo
Export value : $304,000,000

-~ Wheat: 1,000,000 tons
Estimated price: $100 per ton
Export value : § 100,000,000

"The estimated foreign exchange revenue through the export sale
of these three commodities would be $ 841,500,000,

12



1
b. The import volume can be kept at $4,870m provided that only essential

imports are allowed in to meet the requirements of existing industries
along with crude oil and petroleum imports,

Imports (§ million)

I II

1974 1975 1976 1877 1978 1978
Consumer goods
~=- Fuels 762,6 811.3 1125.7 1600 1750 1750
-~ Margarine 16,6 123.4 103.8 20 70 70
Intermediate goods _
~~ Chemicals 280.4 423.7 459.0 450 500 500
-- Irongsteel prods. 530.6 679.1 545,7 550 450 450
-- Spares for vehicles 245,9 332,1 517.8 550 300 300
-= Plastic, rubber 135,2 152,4 182,9 250 300 300
-- Fertilizers 100.9 48.4 98.2 250 300 300
~-- Other intermedi-
ate goods 836.5 813.1 616,0 550 600 600
Investment ' goods 811.1  1256.9 1344.0 1470 600 1000
Imports with waiver 57.8 98.2 135.5 110 -- --
GRAND TOTAL 3777.6  1438.6 5128.6 5800 4870 5270
c. A net $25m revenue is predicted in the tourism sector -- the differ-

ence between the foreign travel expenditures and tourism income., But
compared with the $55m deficit of 1977, the 1978 figure does not seem re-
alistic. S0 the tourism balance can again be expected to suffer a deficit
this year, on the assumption that the present foreign travel regulations
will be maintained.

d. Estimating workers' remittances of $1,250m is unrealistic. Unless
radical measures are introduced, the inflow of remittances from Turkish
workers could remain around $1,000m,

e. Project credits this year are expected to be about $600m,

f. Credits from the IMF in 1978 could reach $130m on the assumption that
last year's overdue $45m credit as well as new credit facilities will
soon be forthcoming,.

13
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PRICES

A, Prices of basic commodities and services

Price indices, the best indicators of price increases, are proof
of the steep price escalation observed last year. ‘

Wholesale - Istanbul cost of living index

price index Ministry of Commerce Chamber of Commerce
Index Inc, Index - Inc, Index Inc.
1970 145,7 6.7 155.6 7.9 152.4 8.2
1971 168.9 15.9 185,2 19,0 170.6 11.9
1972 199.0 18,0 213,7 15.4 194,3 13,9
1973 240,1 20.5 243.6 14,0 227.8 17.2
- 1974 311.8 29.9 301.8 - 23.9 281.7 23.7
1975 343.2 10.1 365.8 21,2 357.1 26.8
1976 396.6 15.6 429.6 . 17.4 423,2 18,5
1977+ 565.2 33.1 652.8 40,6 665.4 41,6

N e e v e = e T O G S S W S O G M S R A A e b e e e o ar fer e e S D N e T NP R S e Mt A Em AR A M e

(*) Yearly percent increase as of November 1977
Various indices reflect the 1977 price increases as follows:
“Ministry of Commerce - Publication & Conjoncture Department:

Wholesale price index
1976 November / 1977 November = 33.3%

Istanbul cost of living index
1976 November / 1977 November

45,0%

Ankara cost of living index

1976 November / 1977 November = 39.3%

1}

New wholesale price index
1976 June / 1977 June = 18.0%

Istanbul Chamber of Commerce
Wholesale price index
1976 November / 1977 November

38.4%

Istanbul wage-carners cost of living index
1976 December / 1977 December = 44,4%

State Institute of Statistics :
Istanbul consumer goods price index:
1976 Qctober / 1977 QOctober = 40,.4%

29



WHOLESALE PRICE INDEX YEAR-END
" MONTHLY CHANGES
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Developments in consumer prices in 1977 are as follows:

INCREASES IN CONSUMER PRICES (%)

1977 November 1976/
11-month November 1977
increase Yearly inc,
Foodstuff 47.3 48.6
Heating & lighting 39.3 45,2
Costumes § furniture 38,0 42.4
Rent & house 27.6 37.0
Maintenance 27.6 37.0
Miscallaneous 36,5 39.5
General 41.6 45.0

Source: Istanbul Chamber of Commerce's cost of living indices.

INCREASE IN WHOLESALE PRICES IN ISTANBUL (1977)

Dec.30,1976 Dec.30,1977 Inc.%

Industrial products

Tin (ingot) 210,00 800.00 280.9
Cement (Portland) 30.00 55.00 83.3
Glass (2 mm) 44,00 51.00 16.0
Construction bars (6 mm) 7.40 12,00 62.2
Metal sheet (0.30 mm) 9.00 14,00 55.5
Pipe (1/1 galvanized) 13,25 23,25 75.5
Brick (8%) ' 1.90 2,30 21.0
Formica (m2) 280.00 300.00 7.1
Chipboard (8 mm) 325.00 675.00 107.6
Timber (white) 4500.00 7500.00 66,6
Consumer goods

Sunflower seed oil 13,25 16,75 26.4
Olive o0il 23.00 32,50 41.3
Onions 3.50 3.00 -14.3
Cheese 36.25 40,00 10.3
Kashar cheese 45,00 65.00 44.4
Olives 12.00 25,00 108.3
Eggs 1.35 1.70 25.9
Rice 14.50 20.00 37.9
Macaroni 6.75 9,00 33.3
Broad beans 7.00 17.00 142.8
Dried beans 11.00 18,00 63.6
Lentils 6,50 12,50 92.3
Potatoes 3.30 3.00 - 9,1
Steak (kilo) 40,00 60.00 50.0
Turkish salami 70.00 110,00 57.1
Pastirma 90.00 120,00 33.3
Black pepper 75.00 180.00 140.0
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The prices of consumer items increased as follows since 1970,

PRICE INCREASES IN MAJOR CONSUMER ITEMS (1970=100)

1976=100

1977
Bread 562,2
Rice 484,7
Macaroni 289.3
Potatoes 427.4
Dried beans 585.9
Onions 443.0
Mutton 569.0
Chicken 262,.1
Eggs 377.4
Margarine 253.5
Milk 517.9
White cheese 493,.7
Yogurt 424.9
Average 437.8

A comparison between consumer prices in Turkey and selected world
countries gives the following picture:

AVERAGE INCREASE OF CONSUMER GOODS' PRICES IN DIFFERENT COUNTRIES

1970=100
Argentine 620
Brasilia 740
Turkey 435
England 350
Mexico 310
Italy 270
Denmark 223
Japan 220
France 205
Australia 205
Sweden 200
Belgium 190
Netherlands 175
Canada 170
usa 160
Germany 150

Source: Compiled by TUSIAD research group, based on figures published in
FOOD ENGINEERING INTERNATIONAL journal. Reflects index figures of major
consumer items computed according to official rates.
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The following indicators give ample reason for the steep escala-
tion in prices since 1970, and especially those in 1977:

BASIC REASONS FOR PRICE INCREASES

National Increase in Central Bank Foreign
income money supply "~ credits deficit Price
index TL 1m, Index TL m. Index TL m. Index
1970 100.,0 13,915 100,0 14,565 100.0 1,956 100.0
1971 116.2 17,032 122,4 16,273 111,7 1,635 115.9
1972 118.4 20,055 144.,1 19,534 134,1 112 136.8
1973 124.7 25,332 182.0 27,886 191.4 - 6,594 164.8
1974 134,0 32,860 236.1 45,816 314,06 10,066 214.0
1975 144.6 40,938 284.2 54,756 375.9 27,729 235,5
1976 155.7 52,061 374.1 96,824 664,8 37,950 272,2
1977 163.5 80,139% 575.9 168,750* 1158,6 41,483 333.7
- . _ ——
(*) As of Dec.2, 1977
From 1970 to the end of 1977:
-- Although national income rose 1.6. fold. , money in circu-
lation 5.76-fold and Central credits = 11.6 fold , external resources

resorted to in one year corresponded to 5% of our national income and 18%
of our national budget,

Money supply has been largely affected by the real increases in
national income and monetization, The governments should pursue a realist-
ic money supply policy and keep the increase at reasonable limits.

Although there are diversified reasons for the price increases
in Turkey, the fundamental reason appears to be the fact that while the
real increase in national income has been 64% during the past seven
"years, the rate of increase in money supply has reached 476%.

If money supply has really increased by over 50% in 1977, and
Central Bank credits by 75%, then a 50% price increase would have to be
considered normal. : '
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:be_The price of the Turkish lira (exchange rate}

The loss in the value of the Turkish lira is proportional
to the rate of inflation. As long as prices in Turkey increase more rapidly
than those in other countries, the difference between the value of the
lira and those of other currencies rises proportionally,
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Through such an approach,‘the following table pictures the de-
clining value of the Turkish lira against the US dollar by making a com-
parison between the price increases in Turkey and those of the US,

THE WIDENING GAP BETWEEN THE LIRA AND THE DOLLAR BECAUSE OF PRICE TRENDS
OF THE TWO ECONOMIES

Real
parity Real Dif.between
Dollar Turkey U.S. coefficient rate Real and
rate price price according to according official
(TL) index index (2) § (3) to (2)§(3)/TL rates
€ 2 ) @ G) )
1970 14,92 100,0 100.0 1000 14,92 0*
1971 14,15 1i5,9 103,3 1122 16,74 18.3
1972 14,15 136,8 107.9 1268 18,92 33.7
1973 - 14,15 164,8 122.7 1343 20,04 41.6
1974 13,99 214,0 145.5 1467 21,89 56.5
1975 15,15  235,6 158.4 1487 22.19 46.5
1976 le.16  272,2 165,7 1643 24,51 51.7

1977 19,63 376,5 176.4 2134 31,84 62,2%*

(*) The 1970 devaluation is considered a sound monetary 6peration:
(**) Figures as of October 1977,
Source: TUSIAD Research Group.

Speaking roughly, as of the end of October 1977, the lira was
62.2% overvalued against the US dollar, which means that the real exchange
rate should be one US dollar equals TL 31,84, But this would be a gross
mistake because the table above is a general indication of the position
of the lira other than being a realistic exchange rate indicator.

The Turkish lira has been readjusted several times against major
currencies since 1970,

MONETARY OPERATIONS IN THE VALUE OF THE TL SINCE 1970 :

Pound
us § D.M, S.F, F.F. Sterling

1970 official rate 14,85 4,09 3,46 2.69 35.94
1977 year-end of-

ficial rate 19,25 B.60 8.85 3.90 34,70
Monetary operation's

rate +29,6 +110.3 +155,8 +45.0 - 3.5
Number of monetary

operations 13 18 16 18 19
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UPS AND DOWNS OF THE TURKISH LIRA

1970:
Aug,10

1574 :
Jan,1
Jan, 24
~Feb.s
May 14
Sept.20
Sept.30
Nov. 4
Nov., 27

1975 :
Jan,13
Jan. 30
March 6
Apr.17
May 13
June 21
July 4
July 8
Aug.14
Aup, 28
Sept.20
Oct,28
Dec, 31

1976 :
Jan, 31
March 16
Apr.2
Oct.27
1977 :
March 1
Aug.,3
Sept.21
Dec.2

19.25

Austr. Dutch Norwegian Danish Swedish 100 Italian

US § D.M. & F.F S.F. Schil. B.F. Guilder Kroner Kroner Kroner Lire
14,85 4,09 35.94 2,69 3,46 0,58 0.30 4.13 2.09 2.00 2.89 2,39
‘14,00  5.25 32.30 3.04 4.34 0,72 0.35 5.03 2,46 2.23 3.07 2,28
-- - - 2,80 -- - -- .- -- - -- --
-— . “—- - - - — - - - - -— 2.14
13,50  ow _— - - - - - 22 - - -
13.85 -- - 2.88 4,60 0,74 -- - - - - -
- - - - - - - - - - - 2.09
-- - 31.81  2.90 4.77 -- 0.36 5.17 2.47 2.29 3,11 2,04
-- 5.65 -= 2,93 5.21 0,79 0.37  5.40 2,59 2.40 3,25 _—
- 5.77 32.45 3,13 5,38 0.81 0.39 5.56 2.67 2.44 3.40 2.12
— 5.95 33,0 3.28 5.60 0.84 0,40 5,77 2.79 2.53 3.48 2.16
- - - 3,26 - _— - - —— - - -
14.00 -- . - - - - — -- -- - -
- _— - 3.41 - - -- - - — 3.52 2,21
- - 32,32 3.48 - - -- - 2.85 2,57 - -
-- - 32,05 - - - - - - - - --
14,25 - - - - - - - — . - -
14,50 - - - - - - - —— - - -
14,75 - - - - - - - - - - -
- -— -- -- - -- - - 2,65 2.45 3.35 -
15.00 -- - - - — . - - _— - -
15.00 5.95 32,05 3.48 5,60 0,84 0.40 5.77 2.65 2.45 3.35 2.21
15.00 5.95 31.05 3.48 5,60 0.84 0.40 5.77 - - 3.35 2,21
15.50 6.15 30.00 3.40 6.12 = - - 2,75 - 3.48 1.90
16,00 6.40 29.90 3.35 6,35 0.88 0.41 5.96 2,91 2.64 3,65 -
16.50 6.85 26,40 3.33 6.80 0.96 0.44 6.50 3.12 2,80 3.90 -
17.50 7.30 30.00 3.50 6.80 1,03 0.48 7.00 3.32 2.98 4,14 1.98
17.50 7.63 30.30 3,57  7.24 1,07 0.49 7.14 3.32 2.91 3.99 1.98
19,25 8.27 33.55 3.90 8.06 1.16 0.53 7.80 3.50 3.11 3.93 2.17

8.60 34.70 3.90 1,16 0.53 7,80 3.50 3.93 2,17

13.85
15.50
16.25
16.95

16.70
16.30
17.91
17.46



Since no free market conditions exist to reflect the real value
of the Turkish lira, the only indicator is the fluctuations in the value of
the TL in Istanbul, Frankfurt and Zurich markets according to limited sup-
ply and demand rules,

But these prices again do not reflect the real value of the
TL because of limited supply and demand developments., They can only give
an indication of the difference between the official and free market rate
of the lira. '

As of the end of 1977, the free market rates of major currencies
in Istanbul were as follows:

Official Free

selling market

rate rate Difference
US dollar 16,82 27.00 36,2
German mark 8.77 12.00 36.8
Swiss franc 9.02 12.50 38.6
French franc 4,01 5.25 30,9
Pound sterling 35.39 50,00 41.3

. According to the Central Bank, the ups and downs of the TL in
Zurich and Frankfurt money markets in 1977 have been as follows:

Zurich(Swiss franc) Frankfurt (German mark)
Free ' Free
Official market Official market
rate rate rate rate
January 6.80 7.54 6.85 --
February 6.80 7.41 6.85 7.14
March : 6.80 7.30 7.30 7.27
April 6.80 7.41 7.30 7.27
May 6.80 8.06 7.30 7.27
June 6.80 7.81 7,30 7.27
July . 6.80 7.75 7.30 7.54
August 7.24 8.20 7.63 7.55
September 8.06 8.20 7,63 8,33
Qctober 8.06 10.26 8,27 8,51
November 8.06 11,43 8.27 10.00

December . 8.85 12.20 8,60 9,76

Gold prices in Turkey are also affected because of the changes
in the value of the TL., But it would be wrong to claim that this is the
only factor, Nevertheless, changes in the gold prices indicator can
give an idea about the proportional changes.
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GOLD PRICES IN TURKEY

Ingot Cumhuriyet London market
gram coin gram*

1970 17,35 117,02

1971 21,05 139.78 18,34

1972 27.65 183.08 26,24

1973 44,32 298,76 43,78

1974 73,67 509,28 68,93

1975 83,81 597,38 75,63

1976 73,97 518,23 63,38

1977%* 134,93 999,44 84,77

(*)} Calculated on official rate by means of gram/TL
(**) 1977 figures are 1l-month figures. Others are yearly averages.
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Some interesting figures can be obtained if the dollar rate of .
the lira is computed on the basis of the gold prices,

THE DOLLAR RATE OF THE TIL ACCORDING TQ GOLD PRICES IN TURKEY

1975 1976 1977
$ against $ against $ against

Off, gold Off. gold Off., gold

rate ingot c¢oin rate ingot coin rate ingot coin
Jan, 13.85 14.44 16.25 15,00 18.64 21.27 16,50 19.08 20.03
Feb. 13.85 15,93 17,93 15.00 18.36 20,66 16.50 18,65 19,65
March 13.85 15,67 18,17 15,50 18,47 20,85 17,50 18,99 19,91
Apr. 14,00 15,54 18.17 16,00 18.23 20,73 17.50 19.41 20,30
May 14,00 15,04 17.15 16,00 17.98 20,02 17,50 19,75 21.24
June 14,00 15,22 17,62 16,00 17.96 20,12 17.50 20,10 22,21
July 14,25 15,58 17,39 16,00 18,24 21,09 17.50 18.25 21.89
Aug, 14.75 16,10 17,88 16,00 18.78 22,27 17.50 19,88 23.11
Sept. 14,75 17,51 19.84 16,00 18.91 21,33 19.25 20.92 24.46
Oct. 15.00 17,90 20.39 16,50 17,85 18,58 19,25 22,78 126,51
Nov. 15,00 17.61 18,92 16.50 18.68 19,56 19,25 25.75 30.36
Dec. 15.00 17,67 20.09 16.50 18.76 19,63

¢, The domestic price of the TL (interest rate)

The interest rates of the banks were last fixed in 1974, on
October first, .

Since 1970, changes in the interest rates have been as follows:

Deposit in-

terest rates Credit interest rates

Sight Time Medium-

deposit deposit temm Agriculture Other
1.4.69 ) 7.0 9.0 10,5
1,11,70 3.0 9.0 12,0 10.5 11.5
1,3.73 3.0 6.0 12,0 9.0 10,5
1,10,74 3.0 g.0 12,5 10.5 11.5

At a time when tax-free negotiable Treasury Bills carry an inte-
rest rate of 11% private sector is allowed to distribute 18% interest
on the bonds it issues, to insist on a policy of allowing banks to give
only 3% interest for sight deposits and 9% for time deposits is a misguid-
ed policy, especially when price increases have far exceeded 40%.
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Similarly, credit rates have turned into a form of subsidy for
those who make use of bank credits,

This is because interest has been used less intelligently as an
instrument often in spite of rapid developments in the business world,
The fact that interest rates have not been changed in the past three years
by public institutions which are in'a position to make use of the money-
credit system is an important point that must be probed when examining
the problems of the economy,

d, Implementation of the two-tier price system:

The most characteristic feature of the 1977 pricing policy has
been the two-tier price system arrangement, Efforts by certain public
institutions to fix prices arbitrarily, disregarding all economic facts,
have led to the emergence of a double-price system.

-- While one US dollar costs the exporter TL35 because of the
intricate credit-import mechanism, and while one dollar is sold and bought
at TL25 on the free market, it is paradoxical to keep the price of the
dollar at TL19 and then pay exporters and allocate foreign exchange on
this basis.

-- With motor cars and accessories frequently sold at twice their
normal price on the market, permitting the market margins to flow into
the pockets of untaxed intermediaries, it is absurd to stop industrialists
from reflecting their real cost increases on to their sales prices.

- ~- In an economy where the rate of inflation has reached 40%,
to insist on a 3% interest rate to saving holders is muddled-headed
and socially misguided.

-- While the prices of basic goods and services are growing at
the expense of the middle and low-income groups, to insist on an unwork-
able and ineffective price control system for certain industrial goods
is inconsistent,

-- Restricting the price adjustments of state economic enter-
prises to particular institutions and products and thus permitting
losses by the SEE corresponding to 10% of the consolidated budget is an
example of misguided policy implementation.
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MONEY-BANKING-CREDIT

Money in circulation

Sirice 1970, increases in money in circulation have been as follows:

Money supply Yearly increases

TL million Quantity Percent
1970 . 13,915
1871 17,032 3,117 22.4
1972 20,055 3,023 ' : 17.7
1973 25,332 5,277 26.3
1974 32,860 7,528 29,7
1975 40,938 8,078 24,6
1976 ' 52,061 11,123 27,2
1877+ 80,139 28,078 53.9

(*) As of Dec. 2,1977

The increase in money circulation in 1977 is largely attributed to
credits extended by the Central Bank for public sector financing.

MONEY SUPPLY
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FACTORS AFFECTING THE VOLUME QF MONEY IN CIRCULATION

(TL million)

1975 1976 1977

Dec, Dec. Nov,
Gold+foreign exchange reserve - 6,733 + 2,311 - 4,450
Credits + 8,940 +42,068 +71,926
-- Public sector + 9,892 +29,367 +56,319
-= Banks - 952 +12,701 +15,607
Other assets +32,355 +27,030 +14,242
Foreign exchange creditors - 609 - 1,281 - 3,310
Deposits in Central Bank -10,807 - 7,811 -10,674
Other liabilities -15,068 =51,194 -39,656
Increase in money supply + 8,078 +11,123 +28,078

The increase in the volume of circulated money reached critical
dimensions in the first quarter of 1977 and maintained this tempo until
the end of the year despite stability measures.

(TL billion)
1974 1975 1976 1977
Increase in first 6-month period 1.5 0.8 0.4 13.6
‘Increase in 12-month period 7.5 8.0 11,0 24.,4*
Peak point during the year 34,8 42,7 56.0 80,1
Year-end figure 32.8 41,0 52.0 76.5*

(*) As of Dec,16,1977

Money supply :

Developments in money supply have.been as follows since 1970:

Money supply Yearly increases

TL million Quantity %
1970 35,268
1971 43,587 8,319 23.6
1972 53,253 9,666 22,2
1973 70,528 17,273 32.4
1974 90,045 19,517 27,7
1975 118,470 28,425 31,6
1976 151,505 33,035 27.9
1977* 196,666 45,161 29,8

(*) As of Dec. 2,1977
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The money supply increase in' 1977, in contrast to the trends of .
the past years, assumed importance in the first half of the year and
maintained this trend until the end of 1977.

. Because actually-circulated money and deposit money saw a paral-
lel increase, money supply rose to new heights at the end of the year.
{TL million) '
Dec.1975 Dec, 1976 Nov.1977

Currently circulating money 32,905 42,466 67,809
Deposited money 85,565 109,039 128,857
Money supply 118,470 151,505 196,666

Degosits :

 Bank deposits have grown as follows since 1970:

Deposits/TL m, Yearly increases

Savings Total Quantity % Quantity %
1970 25,043 36,246 4,177 20,0 5,487 17.8
1971 33,229 48,476 8,186 32,7 12,230  33.7
1972 42,103 62,994 8,874 26,7 14,518 29,9
1973 . 53,678 80,392 11,575 27.5 17,398 27,6
1974 ; 64,604 99,068 10,926 20,4 18,676 23.2
1975 82,866 132,374 19,262 29,8 33,306 33.6
1976 97,409 162,845 14,543 17,6 30,471 23,0
1976 Noy. 89,243 144,540
1977 Nov.* 113,220 193,458 23,977 26,9 48,518 33.8

(*) Provisional figures as of Dec.2,1977

The breakdown of bank deposits by type is as follows:
(TL million)

Commercial

sight Savings Other

deposits deposits deposits Total
1570 6,591 25,043 4,612 36, 246
1971 8,704 33,229 6,543 48,476
1972 11,901 42,103 8,990 62,994
1973 16,030 53,678 10,684 80,392
1974 22,631 64,604 11,833 99,068
1975 32,095 82,866 17,413 132,374
1976 44,977 97,409 20,459 162,845
1977* 52,103 113,220 28,135 193,458

(*)} Provisional figures as of Dec.2,1977
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The increase in bank deposits has come as an unexpected develop-
ment, given that price increases escalated in 1977 and deposit interest
rates were kept at their previous level.’

Combined bank deposits (excluding inter-bank deposits) increas-
‘ed by 18.8% during the first eleven months of 1977 to reach TL 193.4
billion. The rate of annual increase in deposits covering the November
1976-November 1977 period was 33,8%. These data indicate that the depo--
sit rate accelerated in 1977. The rate of increase in deposits during
the first 11 months of 1976 was 9,2%.

Inter-bank deposits, which are mostly made up of convertible
lira deposit accounts, are not included in the figures cited above. When
CLD accounts, tetalling $1,99I1m as of Nov. 1977, are taken into account,
total deposits in the 11 months of the year reach TL 232 billion.

At the end of 1977, consolidated deposits (excluding inter-bank
deposits) were expected to amount to TL 220 billion, and total deposits
TL260 billion,

An examination of deposit types reveals interesting facts.
While commercial sight deposits increased by 46.6% during the Nov,76 -
Nov. 77 period, they rose by 15.8% in the first 11 months of 1977. In of-
ficial deposits, such rates of increase were 42,4% and 37.5% respective-

1y,

In saving deposits, the annual rate of increase was 26,9%,
and the ll-month increase 16,25%.

The big increase in commercial deposits has come as a result of
the banks' policy of producing deposits (the policy of holding deposits
in proportion to the amount of credits) and recycling savings
invested in private sector bonds and stocks, which returned to the
banking system in the form of commercial deposits,

In saving deposits, the rates of sight and time deposits
differ from each other, While sight deposits have increased very slowly,
rates of increase in time deposits have been 16.2% annually and 9.9%
for the il-month period, which are relatively low,
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The differentiation between’ .the rates of increase of various
types of deposits have also affected the composition and structure of
bank deposits. In the past few years, while the percentage of savings de-
posits in overall deposits suffered setbacks, inter-bank deposits, com-
posed of commercial deposits and CLD accounts, have increased. Until a
few years ago, savings deposits accounted for two thirds of the total de-
posit volume, yet at the end of 1977 this rate was expected to have come
down to 50%.

Another interesting development has been the decline of time
deposits., Until a few years ago, time savings deposits accounted for 40%
of the total savings deposits. Now this rate has declined to 30%.

In the past few years, savings deposits, especially time depo-
sits, have declined considerably. This decline can be explained as the
public's proclivity to buy high-interest rate, always negotiable Trea-
sury bills and private-sector-issued bonds and shares, which carry high
interest rates, Another factor is the public inclination to invest their
money into precious stones and immovable assets, because of the high rate
of inflation.

Bank credits:

Bank credits have developed as follows since 1970:

Yearly

Total Credits Increases

TL million Quantity %
1970 37,005 3,823 11,5
1971 42,834 5,829 15.8
1972 55,993 13,159 30.7
1973 75,068 19,075 34,1
1974 _ 95,749 20,681 27.5
1975 138,953 43,204 45.1
1976 183,762 44,809 32,2
1976 November 172,689
1977 November* 216,748 44,059 25,5

- — g o o P P P A W o T B R o s

{(*) Provisional figure as of Dec,2,1977
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The latest available data on the breakdown of bank credits by sectors
date back to October, 1975. Here is the sectoral breakdown of bank credits:

BREAKDOWN OF BANK CREDITS

TL.million Percent
PRODUCTION SECTOR 64,894 39.1
Industry 42,579 25.6
Industrial banks 6,302 3.8
Other banks 36,277 21.8
Mining - Other banks 998 0,6
Agriculture 15,426 9.3
Agricultural credit cooperatives 3,332 2.0
Other producers 12,094 7.3
Artisans and small craftsmen 5,891 3.6
HOUSING-PUBLIC WORKS SECTOR 12,962 7.8
Housing construction 2,278 1.4
Local administrations 4,542 2.7
Natural disasters ,for 1,331 0.8
Other constructions 4,811 2.9
PUBLIC FINANCIAL SECTOR 6 0.0
DISTRIBUTIQON SECTOR 49,923 30,0
' Exports 26,202 15.8
Agricultural sales cooperatives 20,147 12,1
Other export credits 6,055 3.7
Tourism : 666 0.4
Imports 7,529 4.5
Internal trade 15,526 9.3
UNDISTRIBUTED TO THE SECTORS 38,356 23.1
Credits less than TL 25,000 2,439 1.5
Mortgaged commercial credits 807 0.5
Others 35,110 21.1
CREDITS GRAND TOTAL 166,141 100.0
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- The breakdown :of bank credits by banks is as follows:

BANK CREDITS (TL billion)

Dec,74 Nov.75 Dec.75 Nov,76 Dec.76 Nov,77*

Total 95,7 128.9 138, - 172.7 183.8 216,7
Agriculture (Ziraat B.) 24,7 31,2 33,2 35,5 37.4 44,1
Industry (2 banks) " 4,2 5.2 5.2 6,3 6.4 8,2
Small traders (Halk B.) - 2.5 3.8 3.9 6,1 6.3 9.2

Under mortgage
(5 banks)

3 4.5 5.0 . 5.4
Mixed credits ' 60, 8.3

4.2 6.0
84.4 92,0 119.7  128,3 149.2

(*) Provisional figures as of Dec.2,1977

Bank credits, which stood at TL 183,762m at the end of 1976,
rose to TL 217 billion as of December 2,1977. The rate of increase has
been 18% between the end of 1976 and Dec.2,1977, and 25%% annually.
Considering that the rates of increases were 45,1% in 1975, 29,6% in 1976
and 24,3% in the Jan.-Nov, period of 1977, the rate of increase in 1977
has been comparatively slow,

‘The rapid increase in bank credits in 1975 and 1976 was attribut-
able to the accumulation of CLD. As explained above, in the first 11 months
of 1977, the slow-down in the flow of CLD led to a moderate increase in
bank credits. On the other hand, the decision to increase the rate of ad-
ditional provisions and the Treasury move to borrow from the banking
system had a grestrictive effect on the expansion of bank credits. Ne-
vertheless, the rate of increase in bank credits is more than the rate
of increase in consolidated deposits,

The rate of increase in "specialized credits'" is higher than the
rate of increase in miscellaneous credits and the general rate of in-
crease in bank credits., In the first 11 months of 1977, while specialized
credits rose by 21.7%, bank credits increased by 18% and miscellaneous
credits by 16,3%. This is very different from developments in 1976.While
increases in specialized credits were then too restricted (12,.8% in the
first 11 months, and 19,1% annually} miscellaneous credits rose more ra-
pidly (30.1% for the first 11 months and 41,9% annually).

47



In the past few years, the increase in miscellaneous credits was
largely due to the CLD accounts, And since CLD inflow slowed down last
year, it also affected the breakdown of credits,

Credits extended by the Agricultural Bank, which showed con-
siderable increases in 1974 and 1975, have also declined. Their proportion-
al share in the total credit volume has gone down , Such credits account-
ed for 24% of the total credit volume in 1975, for 21,3% in 1976 and for
17.9% in the first 11 months of 1977,

Central Bank credits:

Central Bank credits have increased as follows since 1970:

Credits* Yearly increases

TL million Quantity %
1970 14,565 1,645 12,7+
1971 16,273 1,709 11.7
1972 19,534 3,261 20,0
1873 , 27,886 8,352 42,8
1974 45,816 17,930 64.3
1975 54,757 8,941 19.5
1976 96,825 42,068 76,8
1977** 168,750 71,925 74.3

(*) Excluding creﬁits used from additional provisions,
(**) As of Dec.2,1977

Central Bank credits reached TL 182 billion as of Dec.1977.
The public sector share of these credits has been as follows:

TL 44.5 billion Treasury advance

-~ TL 26.8 billion special financing

-- TL 44,9 billion direct credits

TL 18,6 billion agricultural produce support credits,

These all add up to TL 136,8 billion.

This means that 75% of the Central Bank credits are available
for public sector financing,

In the first 11 months of 1977, Central Bank credits rose by
TL 72 billion (rate of increase 65%). Of this increase, 85% or TL 61.6
billion have been used for public sector financing,
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CENTRAL BANK CREDITS (TL million)

1975 1976 1977

Dec. 31 Nov, Dec,31 Dec,2

TOTAL 65,825 106,891 110,293 182,219
Public sector 32,530 61,624 61,897 118,216
-— Short term Treasury advance 16,761 22,953 21,739 44,517
-- State Monopoly Administration 2,180 7,000 7,000 15,300
~-= State Soil Products Office 6,000 12,650 12,200 18,965
-~ SUMERBANK 750
-- Sugar Company . 1,371 2,740 3,577 5,911
-~ Tea Company (CAYKUR) 1,000 1,100 3,224
-~ Fish § Meat Agency (EBK) 1,290 1,298 2,200
=~ Milk Ind. Corp. (TSEK) 148 237 493
-~ Special financing (DYB) 6,050 13,738 14,641 26,833
1975 Budget Law art.78 (6,050) (5,826} (5,826) (5,682)
1976 Budget Law art., 63 (7,912) (8,815} {8,566)
1977 Budget Law art, 62 (12,585)

~~ Others 168 105 105 23
Banking sector 22,226 . 31,798 34,927 50,534
-- Industry A 3,158 7,142 7,562 15,172
-- Small crafts 441 1,179 1,202 2,457
-- Agriculture 790 2,791 2,531 3,077
-- Exports 14,133 15,607 16,700 22,367
TSIB exports _ (11,971) (12,255) (13,320) (18,683)
Other exports ‘ (2,162) (3,352) {3,380) {5,684)

-~ Others 3,704 5,079 6,932 7,461
From additional deposits 11,069 13,469 13,469 13,469
~~ Agricultural financing 4,000 6,400 6,400 6,400
-- Special financing (DYB) 7,069 7,069 7,069 7,069

Source: Turkish Central Bank
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Public sector utilization of Central Bank resources has risen
nearly two-fold over the level of a year ago.

INCREASES IN CENTRAL BANK CREDITS (first 11 months)

1976 1977
TL m, % TL m. %
Short-term advance to the Treasury 6,192 36.9 22,778 104.8
Special financing 7,688 127.1 12,192 83.3
State Monopoly Adm, 4,820 221.1 8,300 118.6
State Soil Products Of, 6,650 110.8 6,765 55.5
Sugar Company 1,369 99.9 2,334 65.3
Fish§Meat Agency 1,000 902 69.5
Tea Company 1,290 2,124 193.1
: Milk Ind,.Corp. 148 256  108.0
i Agricultural Sales Cooperatives 284 2.4 5,363 40.3
B Others - 63 =37.5 - 82 -78.1
Y Total public credits 29,378 66,0 61,682 82,0
i Industry 3,984 126.2 7,610 100.6
i Small crafts - 738 167,3 1,255 104 .4
I Agriculture 2,001  253.3 546 21.6
i Exports 1,190 55,0 304 9.0
I . Others 1,375 37.1 529 7.6
) Total special sector credits 9,288 90,6 10,244 47.4
Total credits 38,666 70,6 71,926 74.3

T R ey P g e R D 1 o - ——

Source: TUSIAD Research Group

The banking sector's share of Central Bank credits rose to TL
50,000m from TL 35,000m in 1977. This may imply that the banking sector
is increasingly making use of Central Bank funds., Yet on the other side
of the coin: if what the Central Bank receives from the banking sector
is also computed, a different picture emerges. In 1977, the Central Bank
has received important amounts of funds from the banking sector for
public needs.

In 1974, the Central Bank provided the banking sector with a
TL 2,9 billion fund. But the situation was reversed in 1975, when the
Central Bank received TL 4.2 billion from the banking sector, and again
in 1976, when it received a further TL 6.9 billion., As of December 1977,
the amount of funds received by the Central Bank from the banking sector
stood at TL 36.6 billiom,

50



4

WHAT THE CENTRAL BANK GIVES THE BANKING SECTOR AND WHAT IT RECEIVES

(TL million)

1974 1975 1976 1977*

Qutflow : 23,845.4  26,083,1 39,364.2 55,984,0
Industrial § commercial bills 8,316.5 9,129,2 16,193,9 26,273.5
Agricuitural bills 14,370.4 12,897.5 16,037.3 21,855.0
Advances on bonds 300.0 39.6 628.5 1,432,7
Advances on gold § foreign

currency 0.5 0.2 0,1 0,2
Banks' liquidation fund 208.1 167.6 104.5 22,7
Agricultural financing 645.9 3,999.9 6,399.9 6,399.9
Bonds '
Inflow
Counterpart of bank deposits 19,919.6  28,424,8 34,875.7 48,038.9
Import down payments 977.9 1,923,2 11,480.8 44,634.3
Difference - 2,947.9 4,264,9 6,992,3 36,689,2

(*) Accofding' to weekly balance sheet of the Central Bank (dated Dec.2,1977)

Capital Market :

The private sector issued following amounts of bond$ and stock-
shares in 1977 for public sale in quarterly intervals,

(TL million)

Quarterly B o n d s Stock ° Shares
periods 1975 1976 1977 1976 1977
I 621,8 291.,5 82.0 35.0 25.0
I1I 437.6 279,53 154.,5 128.0. 159.0
I11 150.5 804.0 480,0 52.5 82.0
v 221,0 262.5 666.5 75.0 .
Yearly total 1430,3 1637.5 1383.0 300.5 ~ 336,0%

(*) Total of first 9 months,

In 1977, while bond supply declined by 15,5%, stockshares supply
increased by 12%. Because of the steep price rises, demand for bonds

slackened off,
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The liveliness in the secondary market during the early months
of 1977, later stagnated towards the middle of the year, but again picked
up in the second half and maintained this tempo until the end of the year.
But the capital market stagnated towards the end of the year and price in-
dices started to fall,

CAPITAL MARKET PRICE INDEX

(12.10.1973=100)

1974 1975 1976 1977

January 101.97 95,32 110,72 - 112.26
February 102,84 97.16 111,13 117,37
March 103,66 102,02 113,07 125,47
April 104,92 100, 31 110,80 128,39
May 105.10 99, 32 113,40 118,07
June 105,27 $7.08 113.63 115.42
July . 103.79 97.54 114,71 114,66
August 103.67 96.52 115,09 123,51
September 102,96 99.50 112,94 131.84
October 104,22 100,53 113,93 136.56
November : 101, 30 106,58 111,59 136.74
December 100,19 108,04 109.67

Yearly average 103,32 99.99 112,56

“BANKA ve EKONOMIK YORUMLAR" (MAGAZINE)
s INDEX J - - -
%0 ) L 12.10.1973 = 100

120
128
120
"e
116’:

108

”o-‘\ 'l e, g
. t..,____‘.--_ -

o8l ~975

P T T O Y A I O
J FM A M J J A S 0O N D J
This index has been prepared according to
the sales prices of the stockshares of 40
selected firms
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PRODUCTION

Agricultural Production :

During the 1977 crop season, production of all agricultural prod-
uce, especially cereals maintained the level of the previous year.

The fact that 1977 was a good harvest year has increased the im~

portance of the issues that were turned over from the previous year on
pricing policy, storage and export possibilities,

Agricultural products (1000 tons)

1977 Nov. .
1975 1976 Chg.% Estimate Chg.%
Cereals : : :
Wheat . 14,750 16,500 11.9 16,650 0.9
Barley 4,500 4,900 8.9 4,750 - 3.1
Rye 750 740 - 1.3 700 - 5.7
Oat 390 400 2.6 375 - 6.7
Maize 1,200 1,310 9.2 1,135 -13.4
Pulses 462 539 16.7 . 600 11,3
Industrial plants
Cotton 480 475 - 1,0 600 26.3
Tobacco 193 314 62.7 254 -19.1
Sugar-beet 6,949 9,400 35,3 9,400 --
0il seeds
Sunflower 488 550 12,7 457 -16.9
Others
Hazelnut 317 245 -29.4 273 11,4
Fig . 175 188 7.4 208 10.6
Grapes 3,247 3,080 - 5,4 3,360 9.1
Olive 561 1,097 95,5 650 -40.7
Antep nut 31 5 «520,0 30 '500.0
Source: SIS
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Industrial Production :

The latest available data on 1977 industrial

indicated the following developments:

INDUSTRIAL PRODUCTION (tons)

production have

(1) Jan.-June period
(2) Jan,-July period
(3} Jan,-Aug. period
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Jan.-Sept. : % 1976

1976 1977 Chg, Yearly -
PRODUCTION INCREASES
Rolled products 648,600 758,600 17.0 1153,527
Pig iron (1) 72,220 87,557 21.2 141,092
Sheet (1) 96,854 147,408 52.2 190,372
‘Cement 9538,700 10,655,100 11,7 12,382,236
Glass & Bottles 67,838 68,901 1.6 129,627
Paper§cardboard (1) 108,481 125,089 15.3 216,250
Newsprint (1) 38,855 45,764 17.8 79,607
Electricity (million kwh) 13,215 15,175 14,8 18,270
Plate glass 91,900 130,500 42,0 134,000
Sugar : 429,800 580,000 34,9 982,327
Cigarette (2) 30,797 34,601 12,4 52,954
Alcohol (1000 1t.) (2) 6,889 9,762 41,7 11,696
Cotton fabrics(1000 mt,) (1) 97,227 102,976 5.9 204,603
Blister copper 17,026 22,073 29.6 28,099
Lignite (1000 tons) 5,025 6,041 20.2 7,440
Gasoline 1449,200 1767,200 21.9 1939,989
Kerosene 345,800 414,000 19.7 521,308
Diesel oil 2574,300 2653,000 3.1 3221,398
Fuel oil 4332,900 4821,300 11.3 5809,606
LPG _ 253,100 303,300 19,8 344 000
Asphalt (1) 88,973 147,271 65.5 255,600
PRODUCTIGN DECLINES
Unprocessed iron 1118,700 858,700 23.2 1518,000
Steel ingot 1069,800 1025,400 4,2 1457,213
-Coke. (3) 1258,000 916,000 27.2 1936,404
Chemical fertilizers 2139,800 2084,200 2.6 2940,550
Woollen fabries (1000 mt,) (1) 4,017 2,832 29.5 7,614
Boron minerals (1) 329,621 242,618 26.4 619,404
Crude oil 1972,400 1949,500 1.2 2568,346



GROSS ELECTRICITY ENERGY PRODUCTION & I:IINSUMPTII]N

sz{.};o million {Thermal+Hydraulic)

1975 1875 1977 —‘
1600 o

- ANV -

1600 A

— . /‘,—-\\//\\//\\ a ‘ ' i R

1400
1200

b

Househofﬂ & Bureau

Others

1000

ELECTRICAL ENERGY PRODUCTION ACCORDING TQ USES =
—+—+—4—+DPercent :
Industry |

Industr

T

House

Others

W
)
(=}
f—1
%4
[
@]
=
2
L]
=

ios

200

0 7] : 77
JFMAMJJA SONDJFMAMJJA SONDJFMA MJJA SON B

=

CEMENT
(1000 tons)
1500

1975 1976 1977

1400 SALES

o __ AT Y]
4 TN ( ch

\ | /

PRODUCTION

400

200 -

0 - T TT

T T
IRINEES STOCK I BEEE ]
200 = : B s - e e o o

.
J FMAMJJA SONDJFMAM JJA SONDJF MAMJJA SOND

56



According to these figures, production increases continued in
1977 except in the coke, wrought iron, crude oil, boron minerals, arti- -
ficial fertilizers and wool industries,

Facts and figures made available by the State Economic Enter-

prises for the first nine months of 1977 indicate that their production
levels increased in 1977,

9.MONTH PRODUCTION VALUES IN SEEs (Jan.-Sept.}

Current 1976 Fixed 1877 1976/77

Etibank 2,085,608 2,944 446 41,2
Turkish Electricity Authority 4,334,000 5,080,500 +17.2
Turkish Coal Board 1,350,126 1,369,469 + 1.4
Turkish Sugar Company 6,648,777 6,547,140 - 1.5
Turkish Cement Industry Coxp. 1,525,412 1,666,756 + 9.3
Turkish IrongSteel Works 2,768,696 2,922,285 + 5.5
TPAO (including crude oil) 7,626,034 8,603,270 +12.8
SEKA , 1,853,959 2,030,052 + 9.5
Eregli Iron§Steel Works 2,748,738 3,222,813 17,2
Turkish State Monopoly 10,037,048 12,314,964 - +22,7
IPRAS refinery 6,113,744 7,336,576 - +20,0
PETKIM 824,858 1,466,221  +77.7
Sumerbank 2,451,459 2,308,425 - 5.8
Turkish Nitrogen Ind. 1,051,056 930,214 -11.5
TOTAL 51,419,515 58,743,134 +14.3

..--—_____——-—--———n—-------u——.--«.—.——n——._-—-—-—-——.——.————.——n———-—.—._——— ———————————

(*) ‘While sugar productlon flgures indicate a 34,9% increase, the decline

reported by the Turkish Sugar Industries Corp. raises the

some errors have been made in the computation of these figures,

question whether

Facts and figures have not yet been made available on the production of

the private sector manufacturing industry in 1977,

But production of the private sector manufacturing industry has considerab-
1y declined because of two main factors.
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These factors, in order of importance, are:

-- strikes and lockouts have almost paralysed the metal goods
sector )
~-- because of foreign currency shortage, imports of raw materi-
als and intermediary goods have adversely affected and in some cases de-
layed.

According to figures supplied by MESS (The Metal Goods Industry
Employers’ Federation), strikes in the metal goods industry, in 29 plants in-
volving 11,000 workers, have resulted in a loss of 21,5m worker-hours.
Translated, this means a production loss of TL 9,998m. Strikes in this
sector have affected the production of TV sets, refrigerators, ovens,
enamel-ware, automotive industry goods, allied industry goods, aluminium-
ware, telecommunications equipment, bobbins, cables, wires, fittings,
boilers, heating apparatus, machinery and casting goods,

For this reason, while total industrial production may show an
increase in 1977, production in manufacturing industry must have declined.

National income estimates given by the State Institute of Sta-
tistics for the third quarter of the year, indicate that the contribution
of the manufacturing industry to the national income has declined to 14.1%
in 1977 from 14,6%. -

The shares of important activity branches in the national in-
come has changed as follows since 1973: (The following changes have oc-
curred since 1973 in the share of natlonal income contributed by various
important job categories):

THE STRUCTURE OF DEVELOPMENT IN TURKEY (Current prices) (%)

1973 1974 1975 1976 1877

GNP 100.0 100,0 100.0 100.0 100.0
GDP 85,7 86.6 87.4 88.8 89.0
Agriculture 23.6 24,7 25.4 26.3 23.6
Industry 17,2 - 18,0 17.5 17,2 17.5
~= Manufacturing industry 14.9 15,5 14.9 14,6 14,1
Construction : 4.8 4,4 4,6 4.6 4,9
Commerce S 11.3 12,2 12.0 12,1 12,0
Communication§Transportation 8.2 8.3 8.1 8.1 8.0
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The general structure of production in the Turkish manufacturing

industry is as follows: ‘

THE PROPORTIONAL SHARES OF SECTORS PRODUCING CONSUMER GOODS, INTERMEDIATE

GOODS AND CAPITAL GOODS (%)
1950 1963 1976

PRODUCTION

Consumer goods 76,0 59.4 47.7
Intermediate goods 18.0 27.3 36.2
Investment goods 6.0 13,3 16.1
ADDED VALUE

Consumer goods 72.8 51.6 35.6
Intermediate goods 18.6 33.1 47.0
Investment goods 8.6 15.3 17.4

Source : Ugur Korum, Turkish Manufacturing Industry and Import Substi-

tution p.61 - Table IV.13

SPO 1977 Programme- p.110 - Table 57.
SIS 1975, Results of the manufacturing industry survey.

The proportional importance of the private sector in manufactur-
ing industry has shown the following trend:

Employment Production

1975 1950 1975
Sectors producing consumer goods 62,5 47.9 65,0
Sectors producing intermediate goods 64,1 63.7 48.1
Sectors producing investment goods 75.4 26.4 87.6
Total manufacturing industry 65,0 49.5 62,5

Source: State Institute of Statistics {SIS)
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FOREIGN TRADE
Turkey's foreign trade figures since 1970:

!

(TL million)

Imports Exports_ Foreign trade deficit

1970 947 ' ‘588 - 359
1971 1,171 677 - 494
1972 1,562 - 885 - 677
1973 2,086 1,317 - 769
1974 3,777 1,532 , - 2,245
1975 4,738 1,401 - 3,337
1976 5,128 . 1,960 - 3,168
1977* 5,128 ’ 1,487 - 3,730

(*) 1l-month figures

According to the latest available data, Turkey's imports amount-
ed to $5,218m as of the end of Nov,1977, and exports $1,487m, resulting
in a trade deficit of #3,731lm. Year-end imports were expected to reach
$5,580m and exports $1,700m with a trade deficit of $3.380m,

FOREIGN ECONOMIC RELATIONS (Jan.-Nov. {$'000)

1976 January ~November
Yearly 1975 1976 1977
I, FOREIGN TRADE RELATIONS
A, Imports
Total imports  5128,647 4366,293 4655,309 5218,565
1. Main imports 4993,124 4275,355 5530,742 5129,980
2, Imports with
waiver 135,523 90,938 124,567 88,585
B. Exports ‘
Total exports  1960,214 1231,522 - 1750,816 1487,088
1, Agriculture §
Husbandry 1254 ,407 684,000 1111,478 865,055
T2, Mining 110,016 96,702 110,118 95,371
3. Industry 595,791 450,820 539,220 526,662
C. Foreign trade
. deficit . . 3168,433 3134,771 2904,493 3731,477

II. WORKERS MOVEMENTS

1., Workers' remit-

' tances 982,743(1)  1212,960(2) 886,754 (3) 906,621 (4)
.2, Workers leaving

for foreign
countries {(person) 10,558 3,744 9,087 17,088

III. TOURISM & TRAVEL
1, Revenues

(Jan,Sept.) 162,248 150,932 127,829 162,770
2, Expenditures .

(Jan, -Sept.) 165,212 56,597 113,757 201,371
3. Difference - 2,964 54,335 14,072 -38,601

. T ek B oy oy o e e o Ty A i ok e ey e U S R S TR gy g U SR U O v My R Y T R T T ey A o B et A Bk e 4y S U D G T T S A S S A G L A e

(t) $5247348,915 received by banks other ‘than the Central Bank
(2) $266,037,084 received by banks other than the Central Bank
(3) $473,609,586 received by banks other than the Central Bank
(4) $530,301,981 received by banks other than the Central Bank,
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Exports:
Exports in 1977 have fallen 30% short of the programme target,

or $785m less than what had been planned. 1977 exports are $260m or
13% less than 1976 exports,

Export revenues in the first 11 months of 1977 are $264m less

than the level of a year ago. The difference is due to the following
differentiation:

DIFFERENTIATION IN EXPORT COMMODITIES IN JANUARY-NOVEMBER PERIOD

1977/76 (%) $§ million

Decreasing exports
Tobacco -38.0 .-85,%
Cotton -58.3 ~-238,3
Antep nut -96.0 -11,8
Lemon -32,2 - 8,8
Chromium ore -51.,5 -26.,5
Chemical ind.prods, -31.3 -13,2
Cotton yarn - 6,9 - 9,7

Increasing exports
- Cereals +91,3 +29,.4
Raisin +36,6 +16,3
Dried figs +37.0 + 5,6
Hazelnut +33.8 +56,6
Other fresh fruits +108,2 + 645
Raw borates +79.3 +20.5
Food ind.prods. +90.3 +48.5
Ready-wear garments +12,6 + 5,7

DEVELOPMENT OF PRICES IN EXPORTS DURING JANUARY-NOVEMBER PERICD

1977 exports with 1977 exports with

1976 prices 1977 prices %
($000) (8000}
Tobacco 162,419 140,298 -13,6
Cotton 131,171 170,735 30.2
Dried figs 25,725 20,994 -18.4
Raisins 41,719 60,677 45.4
Hazelnuts 207,699 223,767 7.7
Citrus fruits 13,647 15,487 13,5
Lemons 18,958 18,692 - 1.4
Other fresh fruits 11,585 12,508 7.9
Vegetables 8,147 9,888 21.4
Magnesite 9,109 11,608 27.4
Raw borates 43,085 46,514 7.9
Chromium ore ' 22,907 24,946 8.9
Zinc : 1,973 1,480 ~25,0
Cotton yarn 105,126 132,182 25.7
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) - EXPORTS BY MAJOR COMMODITIES

Yearly _ Jan, - Nov.,
1976 1977 :
tons $000 tons $000
I. AGRICULTURE AND ANIMAL

HUSBANDRY SECTOR 1254,407 865,055
A, Plants 1174 ,072 817,264
a, Cereals ' 37,690 61,647
b. Pulses 32,890 30,596
c. Industrial plants 713,048 333,610
-- Tobacco 75,173 251,291 48,574 140,298
-- Raw cotton 380,742 434,245 117,265 170,735
-- Linters 33,005 3,852 23,244 3,021
-- Others 23,660 19,556
d. Fruitsgvegetables 375,278 375,054
-~ Dried figs 28,535 20,614 - 36,030 20,994
-~ Raisins 98,882 52,629 78,653 60,677
-- Hazelnuts 138,384 203,761 140,743 223,767
-- Antep nuts 4,445 13,104 84 479

-~ Other hard shelled
fruits 4,289 6,103 1,634 3,346
-- Orange, tangerines 55,986 15,943 48,677 15,487
-~ Lemons 98,762 30,789 59,267 18,692
-- Other citrus fruits 6,727 1,114 4,206 600
-- Other fresh fruits 16,003 6,551 28,550 12,508
-- Others ' 7,102 9,240 5,705 8,656
-~ Vegetables 59,542 16,030 32,336 9,888
. e. Seeds § o0il seeds 14,531 15,708
f. Other plants 635 609
B. Animals § Animal products 62,723 33,650
. a. Livestocks 31,237 18,271
b. Wool, animal hair 26,301 11,186
c. Raw skins 4,830 3,886
d. Other animal products 355 307
C. Fishery products 12,263 10,157
a, Edible fishery products 9,329 7,045
b. Other fishery products 2,934 3,108
-D. Ferestry products 5,349 3,984
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Yearly Jan., - Nov,
1976 1977
tons $000 tons $000

I1. MINING § QUARRYING SECTOR 110,016 95,370

A. Non-metallic products 48,211 65,612

~- Magnesite 55,595 7,757 66,183 11,608

-~- Raw borates 426,789 29,762 603,614 46,514

-- Others 9,576 7,490

B. Mining ores 61,711 . 29,694

~~ Chromium ore 608,435 54,943 250,577 24,694

-- Zinc ore 25,958 2,206 17,716 1,480

-- Others 3,962 3,268

C. Fuels 48 64

IIT. INDUSTRY SECTOR 595,791 526,663
A. Agriculture-based processed

products 98,418 122,601

a. Food ind.prods., 65,795 102,294

b. Food industry by-prods. 20,953 13,980

c. Processed tobacco prods. RS 8 8

d. Processed forestry prods. , 4,235 2,350

e. Textile fibres 7,427 3,969

B. Processed petroleum prods. 16,161 7

C. Industrial products 481,212 404,055

a. Cement ind,prods, 16,298 8,438

b. Chemical ind.prods, 44,173 28,990

c. Rubber-plastics ind.prods. 2,567 2,577

d. Leather§hide processing ind.prods. 59,895 47,583

e¢. Forestry products ind. 1,387 249

f. Textile ind. preds. 265,269 235,843

g. Glass§ceramics ind. 20,884 24,297

h., Iron§steel ind. 22,111 9,775

i. Non-ferrous metals 16,888 19,402

j. Metal goods ind. 4,393 4,542

" k. Machinery mfg, ind. 12,064 7,906

1. Electrical appliances ind. 1,095 2,260

m. Motor vehicles ind, 9,330 8,994

n. Other industrial prods. 4,858 3,199

GRAND TOTAL 1960,214 1487,088




The breakdown of exports in January-October period, according to coun-
tries and regions is as follows:

January - October

1976 1977 Tnc,
$000 - % £000 % %
I. OECD countries 1209,289 46,8 920,581 69.4 -23.9
A, EEC countries 752,863 46.8 661,222 49,8 -12.2
a. Original 6 members 632,430 39.3 579,812 43.7 - 8.3
-- W.Germany 288,896 18.0 294,426 22,2+ 2.0
-- Belgiumt+Luxembourg 65,658 4,1 37,796 2.8 -42.,4
-- France 85,430 5.3 68,764 5.2 -19.5
-~ Netherlands 49,456 3.1 41,339 3.1 -16.4
-- Italy 142,487 8.8 137,487 10.4 - 3,5
b. New 3 members 120,433 7.5 81,410 6.1 -32.4
~-- Denmark 9,436 0.6 6,728 0,5 -28,7
-- U.K, 108,482 6.7 70,115 5.3  -35.4
-- Ireland 2,512 0.2 4,567 0.3 81.8
B, Other OECD countries 456,426 28.4 259,359 19.6  -43,2
-- USA 168,671 10.5 77,843 5.9 -53.8
-~ Japan 34,047 2.1 28,022 2.1 -17.7
-- Switzerland 155,820 9.7 83,445 b.3  -46.5
-- Other countries 97,888 6.1 70,049 5.3  -28,5
IT. BILATERAL AGREEMENT
COUNTRIES 67,587 4,2 57,630 4.3 -14.7
-- USSR 67,470 4,2 57,592 4,3  -14.7
-- Albania 117 -- 38 -- --
1II. FREE CURRENCY AREA 237,348 14.7 273,282 20,6 +15.2
A, Eastern European countries 71,521 4.4 74,827 5.6 + 4.6
B, RCD countries 28,478 1.8 40,396 3.1 +41.8
C. Other countries 137,349 8.5 158,059 11.9- +15.1
IV, OTHER COUNTRIES 94,603 5.9 75,384 5.7 -20.0
TOTAL 1608,827 100,0 1326,877 100,0 -17.5
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ImPorts

In the first ten months of 1977, import payments rose $563m
over the level of a year ago. The following increases in import items con-
tributed to this rise:

DIFFERENCES IN IMPORT PRODUCTS (Jan.-Nov, period)

1977/76 (%) $ million
Decreasing imports
Soya bean oil -19.4 -28.8
0il and fats -85.6 -48.9
Textile industry products ~14,8 - 7.9
Increasing imports
Crude oil e +14,0 +130,4
Coffee +32,3 ' + 5.4
Fuel oil +122.1 +126.7
Fertilizer +239,2 +139.,5
Rubber-plastics +42,1 +63.7
Irongsteel +24.,4 +119.5
Motor vehicles +10.5 +50.4

In the January-October period, no important price increases were
observed in Turkey's basic import items. But towards the end of the year,
increases were expected to a certain extent in the prices of some goods
because of the very nature of the Imports on Credit system,

According to the latest available data, Turkey has been losing
its price advantage in the past three years., Turkey's foreign trade rate
has gone down to 81,6%. ‘ ' '

Foreign trade rate means the ratio of the export price index
to the import price index, And the more it goes down from (100), the
more it means that the exporting country is losing its price advantage.
Because of the world economic crisis of 1972-1973, Turkey was in a most
advantageous position for two years, but later lost this position after
1974,
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IMPORTS BY MAJOR COMMODITIES

" Yearly Jan. -Nov.

1976 : 1977
tons - $000 -+ tons : - $000
I.- AGRICULTURE & ANIMAL
HUSBANDRY SECTOR 77,307 94,080
-< Rice - - = 19,995 4,086 25,500 6,075
‘== Merino wool 8,680 19,700 12,088 36,473
-- Skins 3,284 3,214 4,495 5,443
-~ Coffee 9,979 16,776 4,162 22,200
-- Cocoa 1,836 3,195 1,029 3,070
-- Others 30,336 20,819
I1. MINING & QUARRYING
SECTOR 1086,525 1151,106
~- Crude oil 11,512,726  1002,470 10,931,594  1066,666
~-- Coke 19,790 2,153 19,714 2,274
-- Others 81,902 82,166
III, INDUSTRY SECTOR 3829,294 3884,793
- 1. Agriculture-based pro- : :
cessed products 146,685 : 56,343
-- Butter 100 156 496 496
--— QOther oils§fats 93,288 59,614 17,751 8,219
-~ Textile fibres 21,649 21,367 10,738 12,185
-~ Fats 15,876 7,326 7,681 3,246
-- Soya bean oil 62,256 35,699 10,935 6,928
-- Others 22,521 25,269
2. Petroleum products 104,086 243,059
-- Fuel oil ‘ 653,674 45,947 1111,327 87,382
-- Lubricants 35,661 9,806 84,784 23,368
-~ Petroleum gases 229,167 31,901 184,656 30,020
-- Others 16,432 25,269
3. Industrial products 3578,519 3585,391
-- Cement . 113 167
-- Chemical ind.prods, 2667,681 651,611
-- (Fertilizers) 913,466 79,074 699,285
-~ Rubber-Plastics 208,363 182,907 214,971
- -~ -Leatherghide ind.prods. - 54 462 188
-- Forestry products ind. 1,375 2,363 2,063
-- Textile ind.prods, 34,723 58,363 . 45,796
-- Glass§ceramics ind.prods. 50,396 24,765 22,275
-- Irongsteel _ 1870,993 345,729 2236,937 609,781
-- Non-ferrous metals 80,542 89,488 89,279
-- Metal goods ind.prods. 4,284 27,641 14,488
-- Machinery mfg.ind, 220,697  1069,791 961,367
-- Electrical appliances 46,702 274,151 265,347
-~ Motor vehicles ind. 132,115 517,769 529,577
-- Other industry sectors 134,225 130,807
TOTAL - : 4640, 398 : 5129,979
Iv. IMPORTS WITH WAIVER 98,161 88,585
GRAND TOTAL 4738 ,559 5218,565
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FOREIGN TRADE PRICES (in dollars)

Export Import Foreign trade
Prices Prices Limits
1968 100.0 100.0 100,0
1969 100.5 101.4 99.1
1870 99.2 102.5 96,8
1971 106.6 109.2 §97.6
1972 116.8 112.5 103.8
1973 145,3 136.6 106.4
1974 191.5 226.4 84.6
1975 192.0 252.6 76.0
1976 197.8 242.3 81.6
Quarterly periods
1977-1 198.5 255.2 77.8
-II 217.4 261.7 83.1

While imports with waiver were expected to climb dramatically in
1977, facts and figures released by official sources have indicated a trend
just the opposite --a development which is quite interesting.

IMPORTS WITH WAIVER AND GRANTS (Jan.-Sept. period)

1976 1877

Units $000 Units $000
Tractors - 4,312 22,817 4,275 20,481
Cars : 14,019 48,792 5,551 20,123
TV sets . 8,678 1,651 4,194 1,299
Buses 3 80 12 65
Trucks 8 59 13 172
Modern processing machinery 1,204 1,616 1,400 2,615
Excavators 447 1,254 341 1,141
Textilegknitting machinery 1,337 1,634 1,390 1,373
Others 12,003 16,597
Grants \ 10,637 4,813
TOTAL 104,274 73,544
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BREAKDOWN OF IMPORTS

BY COMMODITY GROUPS ($ million)

Yearly Jan.-Nov, 1977/76
1975 1976 1976 1977 % Chg.
Investment goods 1,961,1 2,239.1 2,048.1 2,061.6 0.6
- ~= Construction ma-
terials 291.4 242.5 224.8 189.7 -15.6
-~ Machinerygequip. 1,669.7 1,996,6 1,823.2 1,871,9 2.7
Consumer goods 203.2 156.4 141.8 155.9 9.9
Raw materials 2,574.4 2,733,1 2,465,5 3,000.0 21,7
Total 4,738.7 5,128.6 4,655,3 5,218.6 12.1
BREAKDOWN OF IMPORTS ACCORDING TO FINANCING SOURCES ($ 000)
(January-November period)
1975 1976 1977 1977 % 1977 %
$000 $000 $000 Breakdown Increase
Liberalized items
list 2688,413 2588,160 3657,393  70.1 22,4
Queta list 1066,460 1037,057 1062,242  20.4 2.4
Bilateral agreement
countries 155,341 86,646 48,626 1.0 -44.,0
Programme imports 3910,214 4111,866 4768,261 91.4 15.9
NATO infrastructure 36,396 14,985 38,514 0.7 157.0
Private foereign
capital 138,885 23,887 39,243 0.8 64.3
Project credits 188,755 379,598 269,919 5.2 -28.9
Surplus imports
Imports with waiver 90,938 124,566 88,585 1.7 -29.0
a) With waiver (87,242) (112,877) (81,733) 1.6 -27.6
b) Grants (3,697) (11,689) (6,852) 0.1 -41.4
Others 1,105 407 14,049 0.3 245.2
Total 4366,293 4655, 309 5218,565 100.0 +12.1
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BREAKDOWN OF IMPORTS BY REGIONS (January-October)

1976 1577 Inc.
$000 % $000 % %
¥. QECD COUNTRIES 2889,498 69.1 3402,962 69.9 17.8
A, EEC countries 1915,806 45.8 2133,276 43,8 11.4
a. Original 6 members 1565,078 37.4 1757,425 36.1 12,3
-- W.Germany 777,768 18.6 817,290 16.8 5.1
-- Belgium+Luxembourg 81,066 1.9 139,454 2.9 72.0
-~ France 248,253 5.9 282,532 5.8 13.8
-- Netherlands 132,750 3.2 132,309 2.7 - 0.4
-- Italy 325,241 7.8 385,840 7.9 18.6
b. New 3 members 350,728 8-4 375,851 7.7 7.2
-—~ Denmark 13,770 0.3 13,122 0.3 - 4.7
-- U.K. 336,184 8.1 358,543 7.3 6.6
-- Ireland 774 4,186 0.1 440.1
B, Other OECD countries 973,692 23.3 1269,6806 26.1 30.4
-- USA 352,836 8.4 411,883 8.5 16.7
-- Japan 173,336 4.2 264,056 5.4 52.3
-- Switzerland 222,981 5.3 288,045 5.9 29,2
-- Other countries 224,539 5.4 305,702 6.3 36.1
II. BILATERAL AGREEMENT
COUNTRIES 79,416 1.9 59,343 1.2 -25.0
-- USSR 79,416 1.9 56,638 1.1 -28,7
-~ Albania 2,705 0.1
III. FREE CURRENCY AREA 1106,731 26.5 1271,997 26.1 14.9
A, Eastern European
countries 178,755 4,3 201,930 4.2 12,9
B, RCD countries 95,716 2.3 157,508 3.2 64.9
C. Other free currency area
countries 832,260 19.9 912,159 18.7 9.6
IV, OTHER COUNTRIES 106,415 2.5 134,797 2.8 26,7
TOTAL 4182,060  100,0 4860,099 100.0 16,4
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NATIONAL INCOME

The latest national income estimate for 1977 has been prepared
of Statistics,

according to 9-month data provided by the State Institute

made public ‘on- Nov. 15,1977, This is the second preliminary es-

timate of national income for 1977,

The following table

fixed producers’

prices:

GROSS NATIONAL PRODUCT ACCORDING TO PRODUCTION ACTIVITIES

(By producers prices) (TL million)

gives figures on GNP based on current and

Current Current . Rate Fixed Fixed Rate De -
1976 1977 % 1976 1977 % flator
e e
Agriculture
180,121,9 197,586,3 9.7 44,025,1 44,056,6 - 0,1 109.6
Industry ‘
138,829.5 174,367.4 25.6 48,386.9  51,749,7 6.9 117.5
Manufacturing industry
120,936.5 150,661,3 24,6 41,940,8 44,457,2 6.0 117.5
Construction
32,238,5 41,508.3 28.8 11,403,3 12,019,8 5.4 122,2
Commerce
86,869.0 ' 105,049,0 20.9 26,478.0 27.909,.0 5.4 114.7
Communication
55,365.4 68,020.9 22,9 18,082,.8 18,589,0 8.3 113.5
Finance institutions
23,652.,9 31,891,2 34,8 5,775.9° 6,367.4 10,2 122.3
Housing : '
26,241,7 34,529,5 31.6 9,067.6 9,722.2 7.2 122.8
Services ,
34,047,7 40,823,2 19.9 9,988,0 10,693,8 7.0 111.2
{- Relative banking services expenditures)
11,797.5 15,906,6 34,8 3,195,2 3,522,4 10,2 122,3
Sub-total ) ~
565,564.1 677,869,2 19.9 170,012.4 178,585,1 5.0 114.2
State services ‘
66,477,5 96,978.0 45,9 16,558,2 17,546,2 6.0 137.6
Sub=totdl ‘
632,041.6 774 ,847,2 22.6 186,570,6 196,131.3 5.1 116.7
Import taxation :
26,947.4 32,250,0 16.7 6,213.0 7,013,9 12,9 106.0
GDP 658,989.0 807,097.2 22,5 192,783.6 203,145,2 5.4 116,.2
Income from abroad
11,048.8 10,302,8 - 6.7 2,543,9 1,948,6 -23.4 121.8
GNP 670,037.8 817,400,0 22.0 195,327.5 205,093,8 5.0 116,2

According to the second national income preliminary estimate
of the SIS, the GNP in 1977 rose by 5% in fixed prices and 22% in current
prices. The first national income preliminary estimate predicted a 5.5%
growth rate in fixed prices and 22.2% in current prices, There are im-
portant differences between the first and second national income es-

timates,
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The 5.5% growth rate, predicted under the first estimate was
later reduced to 5% under the second estimate. This is explained by
the stagnation in economy. Under the second estimate, agricultural produc-
tion improved by 3%, but manufacturing industry suffered a 3.5% setback
in fixed prices. A certain amount of improvement is observed in financial
institutions, housing and services. On the assumption of the 1Z-month
data avilable for 1977, the first national income estimate to be prepared
in March 1978 may indicate a growth rate of no more than 4.5% in fixed

prices,

Under the last estimate, the GNP implicit deflator is 116,2.
But since wholesale and - consumer price indices rose by 25-30% in 1977,
the GNP figure cited for 1977 in current prices is expected to grow
bigger under the next estimates.

The following table gives figures on growth rates in fixed
prices of major sectors during the third plan term:

GROWING RATES OF GNP, GDP AND SECTORS (Fixed prices) (%)

1973 1974 1975 1976 1977* 1977%*

Agriculture -
Industry o 1
Manufacturing industry 12,
Commerce 1
Construction
GDP

GNP

o e o L o o e n e o e s P T At e T T — — — — — = -

(*)  July 1977 pre-estimate, based on first 5-month data.

(**) November 1977 pre-estimate, based on first 9-month data,
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The following table covers the share of major sectors in GNP
in fixed prices during the third plan term:

SHARES OF SECTORS IN GNP (%) (Fixed prices)

1973 1974 1975 1976 1977*

Agriculture 21.4 22.0 22,5 22,5 21.5
Industry 24,1 24,2 24,4 24,8 25.2
Commerce 12.8 13.2 13.4 i3.6 13,6
Construction 5.8 5.8 5.8 5.8 5.9
Others 35.9 34,6 33,9 33.3 33.8
GNP 106,0 100.0 100,0 100.0 100.0

- v e o o e e e 8k B S S A e o et S b e e S S SRt e A R P e e -

(*) November 1977 pre~-estimate based on first 9-month data.

The following table gives figures on GNP and GNP per capita in-
come during the Third Plan term in current and fixed prices:

GNP AND GNP PER CAPITA

Current Fixed Fixed Curyent Fixed Fixed
prices prices inc. prices prices inc,
TL m, TL m, % TL TL %
1973 309,829,4 156,457.6 5.4 8,049 4,066 2.8
1974 427,097.5 168,012 7.4 10,819 4,256 4,7
1975 535,771,0 181,383,3 7.9 13,269 4,527 6.4
1976 670,037.8 195,327.5 7.7 16,309 4,754 5.0
5.0 19,412 4,868 2.4

1977 817,400,0 205,093.8

As is known, 1977 is the last year of the third plan term, and,
as the table indicates, 1977 has been the year of the lowest growth rate.
During the third plan term, the targeted average growth rate was 7.9%.
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GROWTH RATES IN PLANNED PERIODS

Target Realization
1963-67 (first plan term) 7.0 6.6
1968-72 (second plan term) 7.0 7.1
1973-77 (third plan term) 7.9 6.7

National income in 1977 :

In 1978, the following growth rates are expected to be achieved
in major sectors in fixed prices:

a) If good weather conditions prevail, offsetting the dry months
of October and November with heavy rainfalls in winter and spring, agri-
cultural output may maintain its last year's level,Otherwise, a decline
can be expected.

b} Industry cannot be expected to recover easily from the present
blockage. The growth rate in the industry sector has declined to 5% in
the second half of 1977, It is difficult to expect a bigger growth rate
in 1978,

¢) In the trading and communications sectors, no large increase
over 1977 can be expected because of the special relationship of these sec-
tors to agriculture and industry.

d} Because of the curbs on current expenditures in the national
budget, the growth rate of the State services sector in fixed prices will
not be higher than 4%, if developments in 1977 are considered.

e) Unless a devaluation or a special exchange rate for workers'
remittances is planned, factor income from abroad will continue to decline
in 1978,

In conclusion, the year 1978 will not be better , than 1977,
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1978 SECTORAL GROWTH RATE ESTIMATES (%) (Fixed prices)

GROWTH RATE IN INDUSTRY SECTOR
(%-in fixed prices}

TFYDP target 11.2%
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INVESTMENTS

Developments in fixed capital investments since 1970 have been

as follows:

FIXED CAPITAL INVESTMENTS (TL million) (Current prices)

Public Private Total
1970 14,447 12,900 27,342
1971 16,229 16,000 32,229
1872 20,201 20,372 40,573
1973 25,078 28,338 53,416
1974 35,039 37,926 72,965
1975 53,788 52,915 106,703
1976 75,227 70,739 145,966
1977+ 106,397 90,101 196,498

(*) Realization estimate.

The TL 210.6 billion investment, targeted under the 1977 programme
can be achieved provided that:

-- the GNP increases by 8.2%
-~ the total marginal savings ratio rises up to 54%
-- a total of TL 34,000m worth of external source is secured.

Since these targets were never achieved in 1977, it is only na-
tural for investments to remain short of the targeted figure. '

The following table gives marginal deviations and setbacks ob-
from programme targets (in terms of growth

served in 1977 investments

rate)

DEVIATIONS FROM PROGRAMME TARGET IN THE GROWTH RATE OF INVESTMENTS (%)
Programme  Realization  Deviation from Deviation fromt
target Estimate programme target  programme target

—_— 1977 1977 1977 1976

Fixed capital 27,3 14.0 -13.3 -17.5

~= Public 41,1 20.6 -20.5 -13.5

-~ Private 11.8 6.9 - 4.9 ~-21.5

Total investments 22,0

-- Public 28.4

~~ Private 13.9
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FIXED CAPITAL INVESTMENTS (1976 prices) (TL million)

1975 - 1976 197 7 (Est,)

Public Private Total Public Private Total Public  Private Total
Agriculture 5,977 7,073 13,050 7,849 12,106 19,955 11,623 13,339 24,962
Mining 3,782 355 4,137 5,531 318 5,849 6,478 348 6,826
Manufacturing 18,127 20,828 38,955 17,421 20,717 38,138 21,936 19,288 41,224
Energy 7,782 295 8,177 11,296 175 11,471 12,903 232 13,135
Transportation 15,838 10,097 25,935 17,903 13,319 31,222 19,611 16,229 35,840
Tourism 475 692 1,167 554 610 1,164 754 599 1,353
Housing 1,732 22,231 23,963 1,688 21,352 23,040 1,674 23,382 25,056
Education 4,235 98 4,333 4,737 180 4,917 6,155 190 6,345
Health 1,275 88 1,363 1,637 90 1,727 1,750 . 70 1,820
Other services 5,723 1,714 7,437 6,611 1,872 8,483 7,849 1,980 9,829
Total 65,046 63,471 128,517 75,227 70,739 145,966 90,733 75,657

166,390

78



4

The rates of increases in manufacturing industry investments for
the past five years in fixed prices have been as follows:

.. INCREASE RATE IN  MANUFACTURING INDUSTRY INVESTMENTS (%) (Fixed prices)

- Private : - Public Total
1973 - .18.5. - 1.5 4.1
1974 23, 3 4.8 16,2
1975 o 3.3 40,9 16.3
1976 - 2.1 - 1.6 - 1,8
1877 . 7.4 25.9 8.0

But despite the foreign exchange problem of 1977, the fact that
investment imports have risen over the level of the previous year is an
interesting development.

BREAKDOWN OF IMPORT BY MAIN COMMODITIES ($ million)

: ‘ January - August
1975 1976 1976 1977 %

Investment = 1,961 2,239 1,526 1,728 13.2
-~ Construction material 291 243 186 118 -36.6
-~ Machinery§equipment 1,670 1,997 1,340 1,600 15.4
Consumer goods ) 203 156 113 108 - 4.7
Raw materials 2,574 2,733 1,685 2,186 29.8

TOTAL. ST 4,738 5,129 3,318 4,022 21.2

. Accordlng te the latest estimates of the SPO, the realization
rate of fixed capital investments in 1977 has been 930. But this realiza-
tion is mainly for sectors which are in dire contrast to the structural
change. Important. setbacks are observed in manufacturing industry and en-
ergy. 1nvestments and educatlon and health investments,
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FIXED CAPITAL INVESTMENTS (TL million) (Current prices)

1976 1977 1977

Programme 1976 Real. Programme Real. Real.
target Real,’ % target est, %
Agriculture
16,476 19,955 121,1 25,052 29,445 117.5
Mining
7,542 5,849 77.5 10,680 7,844 73.4
Manufacturing
43,065 38,138 88.5 64,302 47,680 74.1
Energy
13,280 11,471 86.4 20,912 © 15,300 73.2
Communicationgtransportation
22,259 31,222 140.3 30,560 43,058 140.9
Tourism
2,393 i,164 48.6 3,273 1,694 51.7
Housing
22,930 23,040 100.5 29,119 29,726 102,1
Education '
6,675 4,917 73.6 10,002 7,593 75.9
Health
1,785 1,727 96.7 2,713 2,197 81.0
Other services
10,000 8,483 84.8 13,951 11,961 85.7
Total ‘
146,405 145,966 99,7 210,575 196,498 - 93.3

Public sector's fixed capital investments in 1977

- Under the 1977 investment programme, the public sector was to work
on 10,591 investment projects with a combined cost of TL 886,4 billjon. Pro-
jects in the pipeline accounted for 73,7% of these projects (with a combined
cost of TL653 billion) and new projects for 26.3% (with a combined cost of
TL 233.4m).

Spendings made for projects in the pipeline by the end of 1976 76

—were TL 218.4 billion, and in 1977, a total spending of TL 138.3 bil-
lion was envisaged. The balance of the spendings would be TL 619.7 billion.
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_ ‘The breakdown by sector of , 1977 projects is shown in the
following table, Manufacturing industry investments account for 29.5%
of the entire projects, energy investments for 24.7%, communications in-
vestments for 17.3%, agricultural investments for 12.4% and others for
the remainder. ' ' '

PUBLIC SECTOR PROJECT GROUPINGS (TL billion)

Sectors!

Share
On-going New in total
work Undertakings Total %

Agriculture 67.6 41.9 109.5 12.4
Mining 29,6 17.3 46.9 5.3
Manufacturing 230.4 31,1 261,5 29.5
Energy 120.3 89.5 219.8 24,7
Communication 120,4 32,8 153,2 17.3
Tourism 5.3 0.8 6.1 0.7
Housing . 3.0 1.6 4.6 0.5
Education 13.6 8.4 22,0 2.5
Health 3,9 1,8 5.7 0.6
Other services 48.9 8.2 57,1 6.4
Total . 653,0 233.4 886.4 100.0

 According to the SPO analysis of the realization position of
public sector projects as of the end of June 1977, public sector agencies
have spent TL, 33.4 billion of the TL 138.3 billion fund planned for 1977.
chﬁrding to: the programme, the rate of realization is 24.1%.’This rate
was 21.6% in 1974, 29,4% in 1975 and 27.1% in 1976,

The following table gives comparative figures on the public
sector's project expenditures since 1973 in current prices:

PUBLIC SECTOR's PROJECT EXPENDITURES (TL billion) (Current prices)

. - . Realization Realization Expen. increase

Programme expenditure rate (%) Absolute %
1973 . 26.6 7.0 26,5 1.5 28
1974 ~ °  ~ 39.6 8.5 21,6 1.5 21
1975° 54.5 16,0 29,4 7.4 87
1976 83.5 22.6 27.1 6.6 41
1977 138,3 33.4 24,1 10,8 48
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Investment expenditure of public sector agencies unt11 the end
of June 1977 in terms of budgetary types are as follows (in comparative
terms) :

Until the end of June:

-- 22.8% of the appropriations of general and annexed budget
administrations

-~ 21.2% of the revolving capital departments

~- 25.,6% of the State Economic Enterprises

The rates of realization in the corresponding period of 1976
were 22.8%, 26,5% and 31,1% respectively.
A comparison with the corresponding period of 1976 in terms of
realization rates reveals that:
- -- general and annexed budget departments have maintained the
same level.
-- revolving capital departments have fallen 5,3% short of the

target,
-- State Economic Enterprises have fallen 5.5% short of the

. target,

The breakdown and realization position by sector of public in-
vestments are set out in the following table:

REALIZATION IN PUBLIC SECTOR INVESTMENTS (as of the end of June)

(TL million)

‘ Percent real,
1976 1977 1977 over programme

Real. Programme Real, 1976 1977
Agriculture 1,670 16,114 3,179 19.0° 19,7
Mining 1,642 9,000 2,159 27.0 24,0
Manufacturing 5,777 36,019 8,540 29,3 23.7
Energy i 3,673 21,781 5,128 29,6 23.5
Communication 5,605 26,678 7,989 30.5 29.9
Tourism 191 1,274 169 23.4 13.3
Housing 355 2,829 573 27,3 20,3
Education, ‘ 1,293 9,732 1,758 20,2 18.1
Health 384 2,623 565 23.9 21,5
Other services 1,998 12,249 3,317 25.1 27.1
Total 22,588 138,299 33,378 27.1 24,1

Some of the so-called HeaVy industry projects are handled by
SEKA, Turkish Iron&Steel Works and SUMERBANK, which have been going on
for some time,
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The latest realization figures of new projects in the package
of heavy industry projects are as follows:

HEAVY INDUSTRY PRGJECTS' SITUATION AS OF OCTOBER 1977 (TL million)

Investing Project Project Expenditure till  Real.
agencies no cost end October %
Sugar Co, 13 12,277 619 5
Cement Corp. 18 . 10,088 857 9
Nitrogen Ind.Co. 15 43,607 1,297 3
 MKEK 32 22,329 335 1,5
TUSAS 0 7 4,332 21 0.5
TUMOSAN 5 20,377 80 0.4
TAKSAN 5 4,574 39 1
TEMSAN 11 4,670 22 2.3
TESTAS 7 1,930 35 1.9
GERKONSAN 1 1,996 38 1.9
Total of new projects 108 126,183 3,358 2.6

The problem of cost increases in public sector projects

The problem of cost increases in public sector projects has
assumed important dimensions because:

-- initial cost estimates have been too optimistic,

-- price increases have affected the overall cost,

-- financial difficulties and/or administrative factors have
had a delaying effect, which in turn increased the costs, '

According to data provided by public sector agencies handling
some 31 important projects and relayed to the SPO:

-~ the costs of projects which were estimated at TL 87.5 bil-

lion on June 30, 1976 have risen to TL 124,0 billion as of June 30,1977.
~« the increase in the 12-month period is TL 36,6 billion.
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-- During the same period, only TL 11.6 billion were spent for
the said projects.

To underline the importance of the issue, the following table
gives the original cost estimates and the revised cost estimates of 63
important public sector projects,

(SITUATION OF PUBLIC SECTOR's 63 IMPORTANT PROJECTS (TL million)

Project "~ Cost Money -
cost increase wise
Project Original 1977 till Expenditure  Real,-
Agencies no cost cost 1977 made %
Turkish Sugar Co.
6 5,604 6,539 935 1,204 18.4
Turkish Nitrogen Ind,Co,
1 595 2,190 1,595 148 6.0
IrongSteel Works .
2 4,890 12,620 7,729 12,519 99.0
Turkish Maritime Bank
: : 2 522 1,502 979 935 62.3
Etibank 5 1,427 5,415 3,987 350 6.5
SEKA 5 4,603 9,963 5,360 3,406 34,2
Turkish Coal Board
6 7,639 18,979 11,339 1,032 5.4
* Turkish Electricity Authority
7 9,007 42,195 33,187 5,025 11.9
TPAO 2 5,087 20,452 15,365 1,630 8.0
Turkish Railways Authority
3 2,892 4,696 1,804 3,001 63.9
Min.of Public Works
2 9,123 13,020 3,897 991 7.6
Turkish Highways Dept.

: 2 650 3,786 3,136 1,133 29,9
Sumerbank 2 688 1,276 587 35 0,3
Turkish State Moncpoly Adm. :

6 2,059 4,503 2,444 558 12.4
Turkish State Water Works

12 12,045 49,792 37,746 6,958 13.9
TOTAL 63 66,836 196,932 130,096 38,932 19,8

Sdurce:SPO

These figures underline the seriousness of the issue, which has
come about as a result of delays,

Private sector investments:

The only indicator on the 1977 investments of the private sector
is the estimate released by the SPO in June, which is based én a nation-
wide survey. According to this estimate, 1977 manufacturing industry in-
vestments have fallen short of the 1976 investments in current prices,

Expectations for 1978 are equally pessimistic,
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as reflecting

The following table, based on a mid-year survey, is interpreted

some optimistic expectations., The 1977 realization figures

of investments are understood to be less than the figures cited in the

table:

PRIVATE SECTOR INVESTMENTS IN MANUFACTURING INDUSTRY

(TL million)

s i 9 7 7 77/76
1976 Mach, & Motor % 1978 78/77
Total Constr, equip.*  Vehicl, Total Inc, Est, Inc,
Food = '1918.0 690.2 941, 1 I15.1 1746.4 = 8. o =272
Liquor 109.8 93.9 200,2 28.9 323,0 194,1 220 -31.8
Tobacco 2.1 3.5 0.3 3.9 81.4 3 -13.0
Textile & Clothing
3856.8 532.3 2898.9 30,2  3461.4 -10,3 3265 - 3.7
Leatherghide - Shoe-making
205.8 40.8 136,12 5.0 182.1 -11,5 162 ~-11,0
Forestry products
550.6 129.9 726,4 14.6 870.9 58.2 151 -82.4
Paper- Printing
903.6 107.0 343,9 20.3 471.,3 -47.8 295 -37.4
Chemicals :
1368.0 324,7 950.2 30.2 1305.2 - 4,6 995 ~-23,.8
Petroleum products
166.6 51,0 119.4 14.7 185.1 11,1 163 -12,0
Rubber 1186.6 43,1 929.4 3.6 976.,1 -17.7 122 -87.5
Plastic 319.5 37.1 222,2 7.1 266,4 -16.,6 174 -34.6
So0il products
1878.8 386.9 1030.8 100.3  1518.0 -19,2 1724 +13.6
Iron§steel
2865,5 507.7 1753.3 150.1  2411,1 ~15,9°1801 -25.3
Non-ferrous metals
280,4 116.,7 581.1 12,1 709.9 153.2 923 +30,2
Metal goods industry
828.3 322.0 632.9 34.90 989.0 19,4 705 -28.7
Machinery industry
1398.1 445,9 1279.8 32,8 1758.5 25,8 2521 +43.4
Electrical machinery
835.7 154.0 515.5 12,5 682.1 -18.4 831 +21.8
Motor vehicles and spare parts _
1516.9 342.1 1452,5 168.9  1963.5 29,4 1210 -38.4
Professional & scientific apparatus
6,7 1.0 -85,1 6 +60,0
Other manufacturing industries
44,1 11.1 54,8 2,2 68.1 54,4 93 +36.8
Miscellaneous coming after evaluation
471.7 233.5 509.2 14,7 757 .4 60.6 533 ~29.6
TOTAL 20716.6 4573.6 15279,3 795.5 20648.5 -~ 0.317174 -16.8

(*) Year-end estimates (domestic & import)
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The survey also covered some projects in the investment stage,
which did not respond to the questionnaries. For such investments, TLS0Om
was added for textiles sector, TL 40m for non-ferrous metals, TL295m for
machinery manufacturing and TL200m for earthenware goods sector, (Total
TL 1,435m,)

Source: SPO special surveys on manufacturing industry (The poll
was conducted in June 1977 and reflects the assessment of enterpreneurs for
1977 and 1978).

Incentive licences granted to private sector projects since
1968 have usually been interpreted as a guide to private enterprise's
tendency to invest. But of the licences granted between 1968-1977, only
18.4% costing an estimated TL 32,000m, have actually been commissioned.
This figure means an average TL 50m cost per investment,

PRIVATE SECTOR PROJECTS GRANTED INCENTIVE LICENCES
(July 1968 - 31,12,1976)

Number of projects: 3,172
Combined cost : TL 178,300m,

Fixed
investment  Percent
Project total | share in
no TL me - total
== Projects in implementation 784 49,593 27.8
=< Projects which are expected to
be realized despite lack of data 771 38,862 21,8
a) Incentive licence granted :
between 1968-75 265 13,116 7.4
b) Incentive licence granted
in 1976 506 25,746 14,4
-~ Completed projects 656 32,796 18.4
-~ Projects with no hope 42 2,486 1.4
~= Uncertain projects 357 13,800 7.7
-- Projects cancelled 562 40,732 22.9

TOTAL 3172 178,269 100.0
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Investment targets of the fourth five year development plan :

Data and information are provided below for the growth rate tar-
gets, the composition of the GNP and the breakdown of investments ac-
cording to the strategy documents of the third and fourth five year dev-
elopment plans.

TARGETS ACCORDING TO THE PLAN STRATEGY (%)

TFYDP FEYDP
Development rate
Agriculture 4-4% 554-6
Industry 11%-12% 105.11
Manufacturing ind. 11%-12 7 10%-12
Consumer goods 65-74% 7-7%
Intermediate goods 14-15 12124
Investment goods 16-17 15«15
Mining 14
Energy i2
The Structure of GNP
Agriculture 12 17
Industry 36 34
Services 52 49
100 100
Breakdown of investments
Agriculture ' 12 17
Industyy 45 43
Services 43 40
100 100

These figures underline the fact that:

-~ During the fourth plan term, growth rates for industry, manu-
facturing industry, intermediate goods industry and capital goods indus-
try will be reduced.

Planners have considered sufficient a 12% growth rate for
the energy sector for an industry which will grow by 11%,
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b} In GNP:

-- the targeted share of industry was reduced to 34% from 35%
-~ the share of agriculture was increased to 17% from 12%

¢) While the share of industry in the breakdown of investments
‘had been envisaged as 45% during the previous plan term, this rate has
been reduced to 43% during the fourth plan term,

The strategy of the fourth five year development plan is under-
stood to have targeted an industrial structure far beyond the targets
of the past plan term. The strategy does not claim to bring about a struc-
tural change in industry.

During the fourth five year development plan, important changes
are expected to be introduced:

a) The projects of the public sector in the pipeline, which are
expected to continue into the fourth plan term, are to cost TL 650m in
1976 prices,

b) The obligation of the State Economic Enterprises to in-
crease capacity and to complete pending projects exerts undue pressure on
investment policy.

¢) In-the private sector, many important projects, both quality
and quantity-wise, have not been inserted into the investments pipeline
in the past two years, This vacuum may adversely affect private sector
industrial investments during the fourth plan term,

d) Attractive small investments, which have a distorting effect
on the structure of the industry as a natural result of inflationary ten-
dencies, are expected to pose a big question during the new plan term.
Remedial measures to eliminate this distortion will be a serious problem,

1978 Programme investment targets:

Public sector investments:

Under the 1978 programme, public sector investments are to be
reduced both in current and fixed prices. The targeted figure is TL
129,800m, whereas last year's target was TL134,575m, Investments of the
general and annexed budget departments have been reduced to TL 60,500m
from last year's figure of TL63,845m. And the investment targets of the
State Economic Enterprises have been reduced to TL 60.5 billion from TL
62 billion. Important cuts have been made in the funds demanded by invest-
ing agencies. The prospecting and exploitation activities of the Turkish
National Oil Company (TPAO) have been reduced to TL 1,000m from TL
3,800m, that of the ELBISTAN-AFSIN project to TL 2.6 billion, and of the

Iskenderun steel works to TL 2 billion from TL 4.6 billion.

88

. -



According to recent estimates which took into account the in-
creases in investment deflators, the investments for 1978 can be realized
at TL 103,800m,n 1977 prices, which means a 22% setback over 1977.

BREAKDOWN OF PUBLIC INVESTMENTS BY BUDGETARY GROUPINGS
(Programme targets 1n current prices) (TL million) =

1977 1578
General, annexed budget 763,845 60,500
State Economi¢ Enterprises 62,000 60,500
- Local governments 6,290 5,500
Revolving capital ins. 2,440 3,300
Total 134,575 129,800

Private sector investments:

Private sector investments in 1978 are projected to exceed the
TL 23,000m target of 1977 by a wide margin. In terms of fixed prices,
the increase may be TL 6,000m. According to studies conducted on the
basis of private sector manufacturing industry polls and the projects
approved by the Min. of Industry§Technology in 1877 private sector in-
vestments in manufacturing industry are expected to go down to TL 24,552m
from TL 27,838m., While manufacturing industry investments are expected to
decline, communlcatlons sector investments will increase: from TL 5,146m
of 1977 to TL 22,176m in 1978. This increase is expected to be fac111tat-
ed by expected increases in imports of ships and road vehicles.But taking
into account the fact that imports are to be curbed in 1978, the realiza-
tion of such a target seems impossible.

.In the sectoral breakdown of private sector investments, im-
portant increases are anticipated in the agricultural sector. In 1977,
while the private sector was targeted to invest TL 9,690m in this area,
its target in 1978 is TL 17 325m in current prices.
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The private sector is expected to decrease its investments in

- energy and tourism, while upping its expenditure. in the housing sector.

The housing investment target rises from TL26,448 to TL 30,492m in cur-
rent prices. This means no change in fixed prices.

SECTORAL BREAKDOWN OF INVESTMENTS (Programme targets-Current prices)

(TL billion)

: _ Public investments Private investments
Sectors 1977 1978 1977 1978
Agriculture 15.4 14.8 9.7 17,3
Mining 9.0 10.4 1,7 0.4
Manufacturing 36.4 31,5 27.8 24,5
Energy 19.6 25.7 0.9 0.3
Communication 25.4 24,3 5.1 22,2
Tourism ' 1.5 1.1 1,7 0.8
Housing 2,6 2,2 26,4 30.5
Education 9.7 7.2 0.3 0.2
Health 2.6 3.2 0.1 0.1
Other services 11,8 9,2 2.1 2.7
Total 134.5 129.8 76.0 99.0

Total investments :

The changing picture in the breakdown of private and public sec-
tor investments over the previous year has also affected the sectoral dis-
tribution of total investments. Agriculture, which accounted for 11.8%
of total investments in 1977 has grabbed a 14,1% share in 1978, During
the fourth plan term strategy, agriculture is expected to increase its
share to 17% of all investments. And the share of industrial investments
(mining, manufacturing, energy) has been reduced to 40,6% from 45.7%,
Under the new strategy, this share has been fixed at 43%, Thus, the share
of the services sector in global investments has gone up to 45,3% from
42,5%. :
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Manufacturing industry suffered the biggest setback among all the
sectors. The share of such manufacturing industry investments in the over-
all investments went down to 24.5% from 30.6% of 1977. Against this, the
chare of the communications sector rose to 20.3% from 14.6%.

SECTORAL BREAKDOWN OF TOTAL INVESTMENTS (Programme targets - Current prices)

(TL billion)

1877 % 1978 %
Agriculture 25.0 11.8 32.2 14.1
Mining 10.7 5.1 10.8 4.7
Manufacturing 64.3 30.6 56.1 24.5
Energy 20.9 10.0 26,0 11.4
Communications§Transportation 30.6 14,6 46.5 20.3
Tourism 3.3 1,5 2.0 0.8
Housing 29.1 13.8 32.7 14.3
Education 10.0 4,7 7.4 3.2
Health 2.7 1.3 3.3 1,5
Other services 13.9 6.6 11,9 5.2
Total 210,06 160.0 228.3 100.0
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PUBLIC FINANCE

Overall Balance :

The 1977 public sector expenditures and revenues were estimated
on the assumption that measures listed under the 1977 programme's "Public
Sector Equilibrium'" section would be realized during the programme term.

The 1977 expenditure and revenue targets, computed on the basis of
current prices, indicate important increases over the 1976 expenditure and
revenues. The rate of increase in expenditures, which amounted to TL280,000m
is 45.4% and the rate of increase in revenues, which are TL 262,000m is
45,0%. The difference of TL 18,000m between expenditures and revenues was
targeted to have been financed through internal borrowing.

PUBLIC SECTOR OVERALL BALANCE (TL million) (Current prices)

% Change
1976 1977 = 1976/75 1977/76

Expenditures 192,444 279,739 = 29,6 45.4
-- Current expenditures 84,615 101,169 32.4 19.6
-~ Investment expenditures 87,128 137,407 32.4 57.7
-~ Transfer expenditures 20,701 41,163 10,1 98.8
Revenues 180,444 261,739 27.9 45.0
-~ Tax revenues , 129,770 174,342 33.9 34,3
-~ Non-tax normal revenues 10,462 12,718  58.7 21.6
-~ Factor income and other re-

sources 32,817 59,499 - 1.9 81.3
-« Project revenues 7,395 15,180 77.9 105.3
-~ Internal borrowing -12,000 -18,000 61.6 50.0

Source: 1977 programme.

The 9-month trends in total spendings and revenues, which cons-
titute the major items of the overall balance, indicate that the balance
will suffer a huge deficit in 1977.
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As of the end of September , the general budget deficit has
and the consolidated

reached TL 31 billion (30.1% of 9-month revenues)
TL 24 billion (22.7% of the 9-month revenues),

budget deficit

EXPENDITURE/REVENUE BALANCE (End of September) (TL million)

General

Annexed Consolidated

Budget Budgets Budget
1575
Expenditures 51,914 7,947 50,529
Revenues 56,332 10,668 57,667
Balance 4,418 2,721 7,138
1976
Expenditures 82,804 11,531 81,845
Revenues 80,819 14,517 82,746
Balance - 2,085 2,986 501
1977
Expenditures 134,677 18,699 130,006
Revenues 103,466 25,798 105,984
Balance -31,211 7,099 -24,112

As of the end of September, the fact that the Treasury cash
position has suffered a TL 50 billion deficit and that deferred payments
has reached TL 18 billion underlines the importance of the domestic fin-

ancing problem,

CONSOLIDATED BUDGET IMPLEMENTATION (End of September) (TL million)

Change %
1975 1976 1977 1976/75  1977/76
Expenditure 50,529 81,845 130,096 62.0 59.0
Payment 47,218 73,724 113,953 56,1 55.0
Revenues 57,667 82,746 105,984 43,5 28.0
Treasury cash position -11,405 -20,292 -50,846 -77.9 -150.6
Deferred payments 5,077 9,825 18,378 93.5 87.0

Source: Public Accounts Bulletin.
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As of the end of September 1977, the general budget Treasury
cash position was TL 2,406m. Advances ‘are also rising as they were in 1975,
1976 and 1977,

In the 11ab111tles sectlon consignment has increased by 97.3%,
deferred payments by 89.7%, short term advances by 76,4% and credit
bills by 195.6%. The eX1st1ng liabilities difference of 1976-1975 has risen
to 129,8% from 72.9%.

TREASURY CASH POSITION (End of September) (TL miliion)

Percent Change

1975 1976 1977 76/75 ?7/7§

ASSETS 15,424 19,732 28,089 4,308 8,357
1. Cash 1,495 986 2,406 2,481 1,420
2. Advance 13,929 20,718 25,683 6,789 4,965
LIABILITIES 29,282 43,692 83,155 14,410 39,463
1. Consignments 8,544 9,550 18,850 1,006 9,300
2., Deferred payments 4,675 9,146 17,353 4,471 8,207
3. Short term advance 14,719 22,608 39,894 7,889 17,286
4, Placement-Bills 1,344 2,387 7,058 1,043 4,671
DIFFERENCE BETWEEN ASSETS

§ LIABILITIES 13,858 23,960 55,066 10,102 31,106

T P S e A e e e e e e v e 08 G S R g 2 R iy P e e e ey e = e e A e P el S Y WE P S by S e S gy

(*) This section is quoted from Dr, Oztin Akguc's study, prepared for
the Economic§Social Studies Conference Board.

1977 budget implementation :

The 1977 budget was presented by the government as an employment-
creating, production-increasing document, which would promote savings ,
investments and services. and maintain stability to the public. In fact,
it has turned out to be the opposite. It fell into the red, upset stability,
and permitted lavish spending and wastage. During this budget term, the
growth rate declined, and the employment situation deteriorated,

95



DEVELOPMENTS IN CONSOLIDATED BUDGET REVENUES IN 1977 (TL million)

Foreseen by Realization Real,
the budget estimate Difference Est, %
Tax revenues 169,900 172,470 2,570 101.5
Non-tax normal re- .
venues 19,560 14,659 - 4,901 75.0
Private revenues and o
_ special funds 9,976 1,401 -~ 8,575 14,0
Annexed budget depart- -
ments' revenues 2,564 2,750 186 107.3
Internal borrowing 18,000 " 719,500 1,500 108.3
TOTAL 220,000 210,780 =--9,220 95.8

According to the latest figures made available, 1977 consoli-
dated budget revenues will reach TL 210,780m, Even if this estimate
proves correct, actual tax collection will be TL 9,220m less than envi-
saged under the 1977 revenue budget. In other words, revenue realization
will be around 95.8%., Revised revenue estimates are optimistic to
a certain extent, Budgetary revenues are expected not to be more than the
figures estimated by the budget, and internal borrowing. is likely not
to reach TL 19.5 billion despite all efforts to utilize banking resources.
In other words, the 1977 consolidated budget revenues are expected to
be less than TL 210 billion, S

1977 consolidated’budget expenditures :
The 1977 consolidated budget called for a TL 225 billion ex-

penditure. But with additions and increases made throughout. the year,
the 1977 budgetary appropriations may have reached TL 302 billion.
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CONSOLIDATED BUDGET ALLOCATIONS & EXPENDITURES (TL billion)

1875 1976 1977

Programme target 107,3 153.2  220.0

(Yearly increase -%) (29,1) (42.7) (43.7)
Budget allocation ‘ 10¢,3 156,2 232.7
(Yearly increase -%) (30.3) (43.0) (48.9)
Total with additiopal allocations 140.8 196,8 302.,5
(Yearly increase -%) (41.2) (39.8) (53.7)
Expenditure 116,3  151.5 ..

(Yearly increase -%) (46.,9) (30.3) .

When expenditures far exceeded expectations, the Finance Minis-
try issued a circular on Sept. 22, 1977 to ensure savings in public
spending., The circular, signed by the Prime Minister and addressed to
all general and annexed budget administrations, banned demands for fund
transfers, froze the recruitment of new personnel to State agencies, sus-
pended all biddings eXcept in cases of emergency, bammed L/C for external
purchases unless absolutely necessary, and also banned the lease of im-
movable assets etc, Despite all these restrictions imposed on public
spendings, though, expenditure of this kind is still expected to exceed
the initijal appropriation and reach TL 235 billion,

1977 consolidated'budget deficit :

. A new budget concept is being promoted by governments in an
apparent effort to curtail public awareness of the budgetary deficits.
Internal borrowing 1is to be presented as normal State revenue. Deficits
jmpossible to bridge through internal borrowing are presented to the pub-
lic as budgetary deficits,
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According to this concept, the 1977 consolidated budget is to
suffer a deficit of TL 25 billion. But taking into account also those de-
ficits financed through internal borrowing, the 1977 FY budget deficit
has risen to TL 40 billion,

In our opinion, internal borrowing cannot be considered a nor-
mal State revenue because the effect of such borrowing on the economy
can be quite different from those of normal tax revenues, It can be argued
that the effect on the economic stability of a budgetary deficit that
will be financed through internal borrowing depends on where the Stadte
will borrow., But as far as can be ascertained, the State borrows mostly
from banks, this was the case in 1977, The Finance Ministry is forced to
resort to this procedure, In a disguised attempt, through a government de-
cree published in the Official Gazette on Nov. 7,1976, banks were permitted
to invest their additional provisions in Treasury bills; In terms of
effect on the economy, there is no difference between the Government's
receiving advances from the Central Bank and selling bills to banks to make
use of the additional provisions. This borrowing policy is inflationary.
As far as budgetary deficits are concerned, the government should be open-
hearted and concede that these deficits that cannot be financed through
normal State revenues are.really deficits,

- FINANCTAL BALANCE QOF STATE ECONOMIC = ENTERPRISES

SEE play an important role in the Turkish economy., According to
available data, their total assets are as follows:

Own Allocated Allo,Val,, Revolving
resources Assets Values Assets Values
TL billion TL billioen TL billion % TL billion
1970 31.1 92,7 44,6 48,2 48,0
1971 40,7 108.9 51.6 47.4 57.3
1972 . 51.3 128.4 67.5 52,6 60.9
1973 - 65.0 165.0 91.7 55.6 73,3
1974 73.3 217.8 123.9 56.9 93.9
1975 107.0 302.9 154.9 51,1 148.0
1976 129.3 401.6 204,1 50.8 "197.5

98



) 4
The-State Economlc Enterprlses prov1de dlrect employment for
mdre than 650,000 people.

EMPLOYMENT IN STATE ECONOMIC ENTERPRISES

: _ : Technical

Years - Staff personnel* Workers Total
1970 165,738 196,562 - 362,300
1871 ' 170,601 204,020 374,621
- 1972 - 179,921 212,462 392,383
1973 192,360 . . 233,502 425,862

1974 164,007 15,284 324,543 503,834

1975 " 171,500 24,479 348,399 544,378

1976 187,753 28,871 368,964 585,588

1977 (est.) 203,067 39,089 416,159 658,315

(*) The number of technical personnel is included in staff between
1970 and 1973.

The production values of the SEE and thelr annual persomnel ex-
penditures (excluding severance pay etc.) are as follows (in current
prices - TL billion)

Production values Staff expenditures Percent
1970 21.4
1971 27.9
1972 34.4 ' - .
1973 45,4 18.9 41,6
1974 . 71.5 28.3 39.5
1975 . 92.9 42,1 45.3

1976 . 127,1 ' 47.2 37.1

. ‘The SEE continue to grow bigger, and investments undertaken in
-the past few years to achieve this end are as follows:

INVESTMENTS OF THE STATE ECONOMIC ENTERPRISES
11971 and afterwards consolidated)

{TL million)

Investment Programme Investment realization

1970 4,943 6,153
1971 6,975 7,244
1972 11,059 10,671
1973 ' 12,600 o ‘ 12,615
1974 19,970 16,893
1975 25,035 26,177
1976 - 38,434 35,495
1977 62,000 --

1977 (revised) 49,448 —-
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! But the State Economic Enterprises are more and more suffering
' losses: ' : ‘

PROFITS AND LOSSES OF STATE ECONOMIC ENTERPRISES (TL million)

"Total Total
. profits ‘ - losses Difference
1970 1,332.1 - 1,924.4 - 592,3
1971 ©1,919.4 - 1,090,4 829,0
1972 2,623,2 _ - 1,172,6 1,450,6
1973 2,250,7 - 1,897.,0 353,7
1974 3,329,2 - 3,732,2 - 403.0
1975 - - 4,509,0
1976 -12,733.,0
1877 -20,629,0

The State Economic Enterprises resort to public funds to help
finance their investments, because they themselves are unable to gene-
rate capital, Their financial burden on the Treasury-is rapidly increas-
ing, and this in turn leads to economic deterioration.

INVESTMENT AND FINANCING BALANCE IN STATE ECONOMIC ENTERPRISES (TL million)

1575 1976 1677 1978

Financing requirement
Difference between resource and

payment (loss) 4,509 12,733 20,629 25,000
Investments 26,177 35,495 49,448 60,000
Financing requirement 30,686 48,228 70,077 85,500
Financing resources
Budget 10,479 18,352 31,911 33,000
Foreign project credits 1,430 3,811 8,741 12,500
State Investment Bank 6,968 11,741 16,979 22,000
Funds : 9,852 10,549 9,240 18 ;000
External borrowing 1,957 3,775 1,206 -
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1978 Budget :

Consolidated budget appropriations, growing steadily since 1970
have reached TL260,000m during the 1978 budget term.

CONSOLIDATED BUDGET APPROPRIATIONS (TL billion)
Current
Service Investment Transfer Consolidated

Appropriations Appropriations Appropriations Budget

1971 20.0 7.9 10,5 38.5
1972 26.4 9.4 16.1 52,0
1873 28.6 15.6 18.5 62.7
1974 38,2 22.3 23,3 83.8
1975 48,2 30.6 30.5 109,2
1976 78.6 42.4 35.2 156,2
1977 94.8 69,2 68.7 232,7
1978 112.0 65.2 82.7 260.0

The 1978 fiscal year budget calls for a spending of:

-- TL 256,000m under the general budget administrations.
-- TL 45,100m under the annexed budget departments,

The two add up to TL 301,300m.

But when TL 41,400m worth of Treasury aid, transferred to the
annexed budget from the general budget, is deducted from this figure, the
consolidated budget appropriations amount to TL 260,000m.

The budgets of the ministries of National Defence, Education,
Industry§Technotogy, Energy, Health§Social Welfare and Rural Affairs in the
general budget have preserved their magnitudes,

The Finance Ministry budget, which comprises of various funds,
transfers and aid to annexed budget departments, continues to be largest
budget item of them all,

General budget revenues account for TL 240,706m of the 1978
budget, domestic borrowing for TL 15,500m and annexed budget revenues for
TL 3,793m,
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TL 222,370m of the general budget revenues are to be financed through
tax revenues, TL 15,528m through non-tax revenues and TL 2,808m through spe-
cial revenues and funds.

Accordingly, tax revenues will account for 92.3% of the general’
budget revenues, non-tax revenues for 6,5% and special revenues and funds
for 1.2%. *

Income tax revenues are expected to account for 52.5% of the tax
revenues, which means TL 116,700m if translated into figures,

Taxes over wealth are expected to increase by 26.2% over the
previous year, to reach TL 2,600m.

Taxes from commodities are expected to amount to TL 42,160m,
which represents a 23.7% increase over the previous year.

TL million DIRECT & INDIREGT TAXES
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" 'APPROPRIATIONS FOR GENERAL BUDGET: DEPARTMENTS

~ (TL million)

o . Proportional
1977 1978 Chg. share

Agencies Appropriation Proposal % "1977(%)
Republican Senate 105.0 169.8 61.6 0.05
National Assembly 429.6 650,0 51.3 0.19
Presidency of Republic 39.7 57.2 44,0 0.02
Comptroller Gen,Office 139.4 153,5 10.1 0.06
Constitutional Court 10.7 11,4 6.8 --
High Court of Appeal 93.4 100.4 = 7.4 0,04
Prime Minister's Office 1,269.6 1,785.9 40,7 0.55
State Planning Organization  212.8 240.5 13,0 0.09
Council of State 84.6 96,2 13.7 0.04
State Institute of . '

Statistics 182.8 341.4 86,7 0.08
Dept.of Religious Affairs -1,508.7 1,594.8 5.7 0.66
Title Deed&Cadastres Dept., 732.5 764 .4 4.4 ¢.32
Min.of Justice 2,958.0 3,017.0 2,0 1.29
Min.of Defence . 42,500.0 52,860.0 24,4 18.50
Min.of the Interior 1,091.0 2,105.1 92,9 0.47 '
Gen.Dir.of Security 4,938.5 6,169,5 - 24.9 2.15
Gen,.Command of Gendarmerie 3,918.0 4,283.9 9.3 1.71
Min.of Foreign Affairs 1,631,8 1,738.8 6.5 0.71
Min.of Finance 91,042.7 103,559.7 13.7 39,64
Min.of Education 25,655,2 24,977.1 =~ 2.6 11,17
Min.of Public Works 3,865.8 4,471,1 15.6 1,68
Min,of Commerce 184.,2 197.0 6.9 - 0.08
Min.of Health 6,505,5 7,894,7 21,4 2.83
Min.of CustomsgMonopoly 373.7 381.3 2.0 0.16
Min.of Food§Agriculture 4,512.6 4,946,0 9.6 1.96
State Meteorology Gen.Dir, 264.9 319.6  20.7 0.12
Min.of Communication 183.7 177,1 - 3.6 0.08
Min.of Labour 277.7 314.9 13,4 0.12
Min.of Industry §

Technology 14,755, 8 15,592,5 5.7 6.42
Min.of Tourism & In- ‘ )

formation - 830.6 906.4 9.1 0.36
Min.of Housing 2,707.1 '1,716.0 -36.6 1,18
Min.of Rural Affairs 11,257,7 7,732,1 «31,3 4.90
Land & Resettlement

Gen,Dir. 954.5 309.9 -67.5 0.42
Min,of Energy § Na- -

tural Resources 2,333.3 4,001.6 71.5 1,02
Min,of Forestry 929.9. 1,157,0 24.4 - 0.41
Min.of Sports&Youth 216.4 233.9 8.1 0.09
Min.of Cultural Affairs 946.9 1,120.4 8.3 0,41
Min.of Social Security 47.9 58,0 20,8 0.02
TOTAL 229,693.0 256,206,9 11.5  100.00
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1977 BUDGET REVENUES, 1978 BUDGET ESTIMATE AND ‘PERGENT INCREASE

(TL billion) o

Annexed budget revenues

1877 1978 .
Revenue Budget Inc.
: Estimate Estimate %
Consolidated budget revenue, total 210.8 260.0 23.3
General budget revenue, total 188.5 240.7 27.7
Total tax revenue 172.4 222.3 / 28.9.
Taxes on iricome 89.3 116.7 30.7
"Individual income tax 71,1 92.7 30,4
Corporate income tax 8.6 11.5 -33.7
Capital gain taX on real property 1.1 1.3 18.2
Fiscal balance tax 8.5 11,1 31.2
Taxes on property 2.0 2,6 26.2
Real property tax 1.0 1.2 15.4 -
Motor vehicles tax 0.3 0.4 28.6
Inheritence and gift tax 0.6 1.0 41.8
Taxes on goods 32.5 42.1 28.7
Production tax 13.4 16.5 22,7
Petroleum production tax 1.1 1.2 9.1
Production tax on monopely goods 9.3 13.0 39.8 -
Sales § services tax 1.4 1.8 27.6
Sugar consumption tax 1.0 1.1 10.5
Motor vehicles purchase tax 1.6 2.0 25.0
! Real property purchase tax 4.6 6.5 41,3
- Revenue from abolished taxes -~ -- -37.5
Taxes on services 18.4 23.8 29.5
Banking and insurance transactions tax 8.5 11.0 29.4
Transportation tax 0.4 0.4 12.5
PTT service tax 0.4 0.5 22.7
Building construction tax 0.2 0.3 45.8
Pool tax -- - --
Stamp tax 7.2 9.5 31.9
Fees 1.7 2.1 22,7
Taxes on foreign trade 130.2 37.0 22.8
Customs duty 6.4 7.7 20,3
. Petroleum customs duty 0.7 0.8 -11.4
Fixed tax ! 0.1 0.2 26,7
Production tax on import 9.5 11.7 23,1 -
" Production tax on petroleum import 5.2 5.8 11.5
Stamp duty on import 7.2 8.6 20.1
Quay duty 1.0 1.2 20.4
Foreign travel expenditure tax -- 1.0 --
Regular non-tax revenue, total 14,6 15.5 5.9
Corporate purse and State share 2.0 1.4 -31.0
Revenues from the State patrimony 2.9 4.0 36.8
Counterpart funds and credits 1.8 2.2 18,0
Penalties : 1.1 1.4 26.8
Various revenues 6.7 6.5 - 3.0
Special revenue and funds 1.4 2.8 100.5
" . Special revenues 0.9 0.6 -33.2
Funds 0.5 2.2 340.6
Domestic borrowing 19.5 15,5 -20.5
2.7 3.8 37.9

-y,
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