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SUMMARY AND CONCLUSION

Few, if any, developing countries can claim to match the
progress and results achieved by Turkey since its introduction
of a comprehensive economic stabilization programme and the
adoption of the principles of an outwardly-oriented market eco-
nomy at the beginning of 1980.

It is clear that Turkey has the potential to overcome the
remaining problems but there is a tendency in some quarters to
under-estimate the importance of finding solutions to these barriers
to economic stability and Turkey's full integration in the developed
world's economy with the minimum delay.

Although the peak has been passed and a downward trend has
now been firmly established, inflation - with its related effects

on income distribution, investment, buslness inventories, profits
and the welfare of the great mass of the country’s 51 million
population ~ is stiil not properly under control. The guality and
coverage of existing statistical series and the inadequacies of
the analytical apparatus within which inflationary forces are
analysed and evaluated are important factors in this context.

Financial stability is not yet in sight and it could be that
too much freedom has been granted too quickly to financial insti-
tutions which, in many cases, lacked sufficient experience of the
national and international money and capital markets. Progress in
modernizing the big, traditionally sluggish central bureaucracy
has been slow and, in some instances, such as the municipal govern-
ments, de-~centralization has in fact proliferated formalities and
paper-work. The monetary, foreign trade, foreign exchange, and
fTiscal policies implemented since 1980 may generally be said to
have been satisfactory each in themselves but the optimum mix of
these policies has so far eluded the government .

The balance of payments account is in better shape than for
many decades and, in spite of various negative external factors,
a balanced current account is no longer a remote possibility.
Periodical but temporary foreign exchange shortages are basically
resulted from regulatory shortcomings and are not serious. Overall
reserves remain perfectly adequate and Turkey continues regularly
to obtain fresh funds in the international market. However,
considering the fact that Turkish need of foreign savings will
continue to be high for the next decade, critical examinations
of new investments' henefit cost ratios in terms of foreign
exchange are very important. This is all the more so, if one
considers the increasing share of short-term commercial debts
in total external debts of the country.



Although in some respects it did not measure up to the high
levels of improvements registered in 1984, the past year was,
overall, an economically satisfactory one for Turkey.In real terms,
both GDP and GNP rose by 5.1 percent, compared with 1984 growths
of 5.7 percent and 5.9 percent, respectively. All three main secc-
tors of the economy did less well in 1885; growth in agriculture

was of 2.8 percent (as against 3.5 percent), in industry 6.6 per-
cent (8.8 percent), and in services 4.9 percent (5.6 percent),
Within the industry total, manufacturing grew by only 5.7 percent
compared to an improvement of 9.3 percent in 1984. Per capita in-
come rose by 3 percent, which is in line with the average real

terms growth rate of the previous two decades. As a percentage of
GNP, there was little change in total investments, 19.8 percent.
Private investment amounted to 44.9 percent of the total (8.9 per-
cent of GNP) and public investment to 55.1 percent (10.9 percent

of GNP). Fixed capital investment rose by some 1 percent of GNP,
taking the fixed capital investment: GNP ratio from 18.45 percent

to 19.44 percent. But whilst both sectors recorded relative inc-
veases in their fixed capital investment, the public sector's was
such as to bring its investments to 11.92 percent of GNP, from 11.08
percent in 1984. On the other hand, private fixed capital investment
rose from 7.36 to only 7.52 percent of GNP, with the result that

its share of the total dropped again, to 38.7 percent from 40 per-
cent in 1984. Accordingly, the public sector contributed 61.3 per-
cent of total fixed capital investment last year, as against about
60 percent in 1984.

In real terms, public investment in transportation and commnications
increased by 41 percent, in education by 10.3 percent and by 7.6
percent in mining; but there was less public investment in agri-
culture, manufacturing, energy, tourism, housing, and health. In
hoth absolute and relative terms,private sector investment inc-
reased considerably in housing, transportation and communications,
and cnergy, and there were sizeable relative increases in investment
in mining, tourism, education and health; on the other hand, in real
terms, investment in agriculture and the manufacturin& industry was
down by 9.7 percent and 5 percent, respectively.

In so far as investment intentions are concerned, there was a
sharp upward movement in 1985; 55 percent more investment incentive
certificates were issued than in 1984, and their aggregate value
was tripled.

There was a further marked rise in investment intentions in
the first six months of 1986, when 1,381 investment incentive

certificates were issued in respect of projects with an aggregate
value ol 3,448 billion TL.

These intentions seems encouraging but, it will need Some
considerable time before it becomes clear to what extent the
projects covered by all these certificates are actually being
implemented.

There were improvements in public sector resources in 1985
and public disposable income increased by more than one percentage
point of GNP, from 16.5 to 17.6 percent. Public savings increased



from 7.8 to 9.1 percent of GNP, whilst the sector's investments
dropped slightly, from 11.1 to 10.9 percent of GNP. These changes
resulted in a reduction in the investment;- savings gap from -3.3
percent in 1984 to -1.9 percent last year.

Private savings fell from 9.3 percent of GNP in 1984 to 8.95
percent, whilst investment rose marginally, from 8.8 to 8.2 percent
of GNP. The net result was that the private sector's investment-
savings margin of +0.5 percent in 1984 was reduced virtually to
zero last year,

Excessive borrowing by the public sector, mostly through the
medium of high-interest Treasury bonds and other securities, strictly
limited the volume of loanable funds available to the private sector
and, of course, meant that all interest rates were set at unecono-—
mically high levels.

As reflected by the construction licences issued during the
year, construction activities increased by 27.4 percent in physical
terms (square metres of floor space), despite an increase of 57
percent in unit costs of construction as compared with 1984. Costs
had risen by 43.3 percent in 1983 and by 45.6 percent in 1984. This
trend continued into 1986; in the first four months, the number of
applications increased by 43.9 percent as compared with the same period
of 1985, the intended floor area rose by 60.3 percent and unit costs
went up by 69.8 percent. Sales of cement rose by an unprecedented
41 percent in the first four months of this year.

Unemployment still remains a problem and will continue to
be so until such time as a growth rate in excess of 7 percent per
annum can be attained. This might be a possibility in eight or ten
years time but in the interim there is little or no prospect of any
improvement of consequence. Therefore, the measures relating to
population control are overdue.Unemployment statistics leave a
lot to be desired but it does appear that some 3 million people
are surplus to real needs; this is 16.7 percent of the work force
and, even if disguised unemployment in agriculture is excluded,
there is an over supply of manpower of at least 13.1 percent.

The 1985 Budget was designed to ensure greater equilibrium in
public finances and at the same time to achieve a 5.5 percent GNP
rise, a lower rate of inflation and the use of all domestic resources
to the best possible advantage.

According to the provisional figures, consolidated 1985 Budget
expenditure amounted to 5,904.9 billion TL. and revenue was 5,538.2
billion TL. This means that the deficit fell to 366.7 billion TL .,
or to 1.3 percent of GNP, as against 2.5 percent in 1984.

Taxes remain the principal source of Budget revenues and
represented an estimated 68.6 percent of total General Budget
inflow last vear.

The financing requirements of the State Lconomic Enterprises
continued to increase in absolute terms, from 735.3 billion TL.
in 1984 to 968.6 hillion TL last year. Constant and much criticised
price hikes by these Enterprises are insufficient to provide the
additional capital to undertake the huge investment programmes
which they are expected to implement, hence the need for emer more
funds from outside sources. In fact, such financing represented
17.6 percent of GNP last year as against 25 percent in 1984;
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on the other hand, foreign credits provided 51.2 percent of total
finaneing requirements last year and only 35.1 percent in 1984,

This year, too, the Budget is aimed at forcing further reductions
in the rate of inflation, whilst at the same time achieving a 5.5
growth rate, using all available domestic resources to the best
possible advantage, and improving the standards and efficiency of
the public services. Investment priority is being given to projects
which are unlikely to be beset by start up or financial problems
and which can be completed by the end of the year; priority pro-
jects must also be designed to play a positive role in so far as
increasing exports and other foreign exchange revenues is concerned.

The returns for the first four months of 1986 show Budgetary
revenues totalling 1,979.7 billion TL., with the General Budget
contributing 1,847.9 billion TL.of this. Overall tax collections
in the Tirst five months amounted to 1,653.7 billion TL., which
represents a 71.6 percent increase over the same period of 1985.

However, the Consolidated Budget is no longer the only indi-
cator of the situation as regards central government financing.
Present policies favour the transfer of a substantial portion of
the charpes on the central government to the numerous special funds
which have been set up since the beginning of 1984 and which are
capjtalised by levies on imports and a whole range of business
qetivities . So far, no accounts have been published although fund
auditing procedures have been established.

Overall, a number of measures have been taken to cut-back
public spending. Primarily, public sector employment levels have
bheen "frozen', some current account expenditures have been postponed
indefintely, and several major public sector investment projects
are to be re-examined by the State Planning Organisation.

All the Indices used as indicators of inflation show that
there was a marked deceleration in the rate of inflation in 1985.
The Wholesale Prices' Index shows last year's inflation rate at
40 percent, as against 52 percent in 1984; the Ankara Cost of
1iving Index shows a rise of 44.9 percent compared with 47.3 per-
cent and the rise in the Istanbul Index was of 45 percent (45.6
percent). The annual rate of inflation was registered at 28.4 per
cent for thefirst hall of the year in 1986. The foregoing are all
Treasury & Toreign Trade Under-Secretariat figures but the Indices

prepared by the State Institute of Statistics and the Istanbul Chamber
of Commerce all follow a similar trend.

The monetary indicators have so far borne out the inflation
rate as established by the various Indices. The note issue inc-
reased by an average of 45 percent in 1985, with a 43.3 percent
increase as between December 1984 and December 1985. This average
rate of increase in the note issue was sustained during the first

Tive months of 1986; it was 45.4 percent, as against 41.9 percent
in the same period of last year.
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On the other hand, reserve money increased by 40 percent in
1985 but decelerated sharply between March and May 1986 to reduce
the average rise for the first five months of the year from 61
percent in 1985 to only 30.7 percent.

The private sector once again in 1985 faced the restraints
of a tight credit policy; the average rate of increase in the
total credit stock was 26.4 percent, compared with 28.3 percent
in 1983 and 31 percent in 1984. There was, however, an acceleration
in the rate of increase in credits in the second half of the year,
so that there was a December-on-December rise of 42 percent. Central
Bank credits continued to increase rapidly in the first five months
of 1986; on an annual basis, there was a rise of 21.3 percent com-
pared with an increase of only 5.3 percent in the same period of
1985.

Deposit bank credits increased by no less than 80 percent over
the first five months of 1986, as against a rise of only 14 percent
during January-May, 1885.Total bank deposits showed an annual average
increase of 63.3 percent in 1985, as against a rise of 48.4 percent
in the same period of the previous year. But the upward trend petered
out over the first five months of 1986; the annual rate of increase
in savings deposits during this period was 51.4 percent, compared
with a 68.4 percent rise in the same five months of 1985.The inc-
rease in the volume of time savings deposits fell from 90 percent
to 53.8 percent.

The slower rate of growth in deposits was reflected in the
rate of increase in the M2 money supply; this increased marginally
faster in 1985 than in 1984 - by 59 percent as against B7.5 percent.
In the first five months of 1986, the money supply showed an average
annual increase of 47.7 percent, almost ten percentage points below
the b7 percent recorded for the same period of last year.

During 1985, export earnings again increased by a satisfactory
margin, by 11.6 percent to total just over 8 billion dollars. However,
the present indications are that this figure will not be exceeded
in the current year due to rising protectionisms and quantity
restrictions on some Turkish exports in OECD countries. In contrast,
Turkish legislation has no anti-damping mechanism yet to protect
domestic industries against increasing liberalisation of imports
since 1980.

Exports of manufactured and processed goods further increased
its importance in 1985 and represented no less than 75.3 percent of
total export values. Exports made up a very creditable 15 percent
of 1985 GDP, and export revenues covered imports as to 70.2 percent.

Imports were last year valued at 11 billion dollars, an inc-
rease of 5.5 percent over 1984; the foreign trade deficit was
reduced to 3.1 billion dollars. There were only minor changes in
the geographical distribution of exports in 1985; the OECD countries!
share fell from H2.4 percent to 51.6 percent of last year's total,
although the EEC countries accounted for 39.4 percent of the overall
total, as against 38.3 percent. Exports to the Middle Eastern and
North African countries increased somewhat, from 42 percent of total
exports in 1984 to 42.8 percent. The COMECON countries' share of
exports rose from 4 to 4.2 percent.
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Already falling oil prices were mainly responsible for reducing im-
ports from the Middle Eastern and North African countries from
36.2 to 33 percent of the global total, whilst the OECD countries’
share rose from 51.7 to 56.1 percent; the EEC countries supplied
31.3 percent of the total, as against 27.6 percent in 1984.

In the first five months of 1986, exports were valued at
3088 million dollars, an improvement of 1.7 percent over the same
period of last year. On the other hand, imports rose by 9.5 percent
to 4619 million dollars, so that the trading deficit was 1531
million dellars. Exports to the Middle FEastern
and North African countries represented 41.6 percent of the total,
compared to 42.5 percent in the first four months of 1985; but
there was, as expected, a sharper drop in import values in so far
as this group of countries was concerned, This was, in percentage
terms, a fall from 35.5 percent to 22.6 percent of the overall total.

On the other hand, the OECD countries' share of exports and
imports rose from 51.6 to 52.1 percent and from 54.8 to 63.6 per-
cent, respectively.

In so far as Turkey's two principal trading partners in the
Middle FTast are concerned, the signing of a netback agreement with
Iran will bring some relief, although exports to that country will
still not reach the revised targets. Iraq's payment difficulties
(some 1 billion dollars are due to Turkey) have still to be resolved
and there 1s bound to be a sharp downturn in exports to this major
supplier of Turkey's oil requirements.

According to official estimates, if decline in o0il prices
continues in the second half of this year, import bill would bhe
reduced by around $1 billion and the trade deficit would be
smaller by the same amount,

~ Workers' remittances continue to make a very important cont-
ribution to the balance of payments; there was, however, a decrease
in these from 1.8 billion dollars in 1984 to 1.7 billion dollars
last year. This trend, largely the result of workers being able
to obtain higher deposit interest rates abroad and their natural
desire to hold out as long as possible in the hope of better ex-
change rates, became more marked in the first four months of 1986,
when the inflow fell by 25.3 percent to only 377 million dollars.

In 1985, net revenue on the tourism and travel account soared
to an all-time record total of 770 million dollars and this was an
important factor in the achievement of an overall current account
deficit of 1,013 million dollars, an improvement of 400 million
dollars over 1984,

For a number of reasons, tourism will do less well this year
but there should be no difficulty in keeping the current account
deficit below the one billion dollar level.



Debt servicing commitments are exceptionally heavy this year
and a number of measures have had to be taken to safeguard currency
resources. In particular, the banks have been restricted in fixing
theirforeign exchange rates to a level which is within one percent
above/below the daily rates set by the Central Bank. This has been
announced as a temporary measure only and should not be seen as a
change in the govermment's policy of allowing the full play of mar-
ket forces. .

Finally, TUSIAD would outline its policy suggestions for the
second half of 1986 as follows -

In the fight against inflation, first priority should be given
to increased budgetary discipline and to the reduction of deficits.
This would lead to lower rates of increases in the reserve money,
issue of banknotes and, ultimately, in the money supply.

If the government's target of 25 percent inflation (average
rate) is to be met, public sector deficits should not be allowed
to increase by more than 33 percent and the note issue should not
grow by more than 24 percent. Given the present elasticity in its
ratio, the rate of increase in reserve money should not rise by
more than 27 percent. '

The State Economic Enterprises - some, if not most, of which
are the subject of privatisation plans - should be induced to
restrict price increases to the absolute minimum and to place
greater emphasis on reducing their costs. Prices of basic inputs
should not be allowed to exceed international market levels. Thus,
charges for electricity, oil and petroleum products should not be
raised in such manner as to involve additional indirect taxation.

Interest on bank credits should be further reduced by obviating
such surcharges on credits as are intended to raise additional
resources, counteract the lack of interest of statutory reserves,
and so on. Intermediate costs throughout the banking sector should
be reduced, and productivity increased by the encouragement of
staff reductions and the closing of unprofitable and marginally
profitable branches.
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CHAPTER 1

NATIONAL AccounTs, INVESTMENTS

- PusLic FinanNce, ProbucTioN AND EMPLOYMENT

1) GNP Performance in 1985

After outstanding performances in 1984, with agriculture growing
by 3.5 percent, industry by 8.8 percent, and services by 5.6 percent ,
all three sectors did less well in 1985.Agriculture grew by 2.8 per—
cent, industry by 6.6 percent, and services by 4.9 percent.

As a result of these developments, the Gross Domestic Product
increased by 5.1 percent in real terms in 1985, as compared to 5.7
percent in 1984, and the Gross National Product improved by 2.1,as
compared to 5.9 percent.

Yet, when compared to the 4.5 percent average GNP growth rate
for the period 1981-1984, the growth rate of 5.1 percent is high
in both the international as well as the national context.

Agricultural production was favourably affected by production
increases of 26.7 percent in maize, 19.4 percent in chickpeas, 3.7
percent in dry beans, 8.4 percent in lentils, 19 percent in cow
vetch, 12.7 percent in sunflowerseed, 24.2 percent in groundnuts,
108.3 percent in soyabeans, 15.5 percent in dried onions, 28:.1
percent in potatoes, 2.8 percent in pears, 15.3 percent in quinces,
23.8 percent in cherries, and 4.8 percent in mandarines. There were
2lso increases in production of grape likefruits, +tea, pulses and
most other vegetables. Increases were partly offset by reduced output
of wheat, oats and rice, in broad beans, in all the industrial
crops, in stone and citrus fruits, and in nuts.

Within the three agricultural sub-sectors, agriculture and
livestock production performed at 2.8 percent, a rate markedly
lower than the 3.7 percent achieved in 1984, while forestry and
fishing performed better in 1985, with growths of 2.9 percent
and 7.7 percent, respectively.

However, the overall 2.8 percent growth in agricultural pro-

duction in 1985 is only marginally below the 3 percent average rate
of the past thirty years.



Indust®y grew by 6.6 percent in 1985, a rate which was 25 per-
cent lower #-han the 8.8 percent of the previous year. During the
last five ye=ars, industrial growth averaged of 7.4 percent per annum
with peaks ¢>f 9.1 percent in 1981 and 8.8 percent in 1984. In the
remaining tE1ree years, 1982, 1883 and 1985 industrial growth rates
were 6.3 pexcent, 6.4 percent and 6.6 percent, respectively

GROSS HATIOHAL PRODUCT {GHF)

In  producers’ values ab current prices

TL Million
""""" . SECTORAL  GROVTH SECTORAL GRONTH
SHARE RATE SHARE RATE

SECTORS 1984 % % 1985 % z
RERICULTURE 7655007 18.9 €0.3 48577113 17.5 40,2
AR @LIVESICK  3M&07%.2 18,1 9.4 $UNGLE 157 40.9
FORESTRY 1087287 0.6 93,3 135204.2 1.5 24,4
FISHING .2 0.2 £0.4 20596.5 0.3 9.1
INDUSTRY 5532767.0 20,1 61.8 #752327.8 316 58,2
HINING SOUSRRVING 3714259 2.0 53,6 §45530.8 2.3 73.4
NANUF ACTURING 4641752.1 25,3 59.4 §952620.7  25.1 42,8
FLECTRIC.GAS.UATER  519589.0 2.8 95.3 1155176.3 4.2 122,3
CONSTRUCTION 716803, 3.9 56.2 1044956.6 3.8 45.%
WHOLESALE & RETAIL

TRADE 3764593  17.3 £4.3 4761194,8 17,2 49,9
TRAHSPORTATION §

COMHUN ICATIONS 17965777 9.8 55,6 740320.6 9.9 52,5
FrupncTAL INSTITE, 5514542 3.0 72.0 8346259 20 51.4
DUHERSHIP OF

puELL TNGS 792567, 4.3 56.7 11499566 4.1 45.1
pus. 2 PERSONAL SER  1011829.5 5.5 £0.9 15235017 5.5 50.6
(-YIHPUTED BAHKING

SERYICES CHARGE 275051,9 1.5 72.0 4162911 1.5 51,4
secTORAL TOTAL 16763907.6 - .9 5u%nE - 506
GOUERHMENT SERVICES  1056450.9 5.8 22,7 1440999,0 5.2 36,4
TOTAL 17825358, - 58,0 aee%0212.6 - 9.7
IMPORT DUTIES /P24 2.1 55.8 8233470 L0 12,9
GOP IH PURCHASERS’

UALUES 182120825 - .9 27513599.6 - 511
WET FAC. INCOHE FROY

ppoT OF THE WORLD 1407493 0.8 709,39 205015.4 0.7 45.7
GMP TN PURCHASERS’

VALUES 19352031, 100.0 58,9 27719750 1000 51,0



GRESS NATIOHAL PRODUCT (GNP}

In preducers’ values at 1968 prices

TL Bitlien
SECTORAL GROWTH SECTORAL GROWTH GHP
SHARE PATE SHARE RATE IMPLICIT
1984 % % 1983 % % PRICE
DEFLATORS

AGRICULTURE 31425.7 26,9 3.3 52806.9  20.5 2.3 33.9
AGRL. & LIVESTOCK 49203.8 20,0 3.7 20360.6  19.4 2.8 3,3
FORESTRY {395.3 0.6 -1.6 1436.1 .6 2.9 9.6
FISHING 826.6 8.3 1.7 390.2 8.3 7.7 7.8
INDUSTRY h6491.6 27,1 8.8 70847.8 7.4 6.6 48.7
NINIHGRAUARRYIHG $136.8 1.7 K 4617.9 1.8 1.6 8.4
HANUFACTURING 36907.7  23.2 9.3 60151.4  23.3 3.7 43.9
ELECTRIC. 63, NATER 3447.1 2.2 .0 6072.3 2.3 H.6 81.4
CONSTRUCTIOH 13643.3 3.6 2.0 40410 3.3 2.9 32,3
PHOLESALE & RETAIL
TRADE 34738.7 14,1 7.7 Jue.r 14,4 £.3 52,2
TRANSPORTATION &
CONMUHICATION 21378.6 8.7 6.7 22511.7 8.7 a3 5.7
FINANCTAL INSTITL. 7377.4 3.1 4.3 7242,6 a0 3.3
OMHERSHIP OF
DHELLINGS 12338.2 3.1 2.9 12%64,2 5.0 2.5 3.2
BUS. & PERSONAL SER 12491.4 3.1 6.1 13103.5 a1 4.9 5.4
(-)IMPUTED BARKING
SERVICES CHARGE 4191.7 1.7 4.3 4338.4 1.7 3.3 8.1
SECTORAL TOTAL 216115.2 - 6.1 2267773 - 4.9 3.3
GOVERNMENT SERVICES 24069.7 9.8 2.6 24864, 0 9.6 3.3 24
TOTAL 240184.,9 - 7 231641.3 - 4.8 49.4
IMPORT DUTIES 4833.4 2.0 6.2 3949,3 2,3 22,6 60.4
GOP IN PURCHASERS”
URLUES 243038.3 - 3.7 2373490, 4 - 3.1 49.3
HET FAC, INCOME FROH
REST OF THE BORLD £07.9 8.2 401.1 623.1 0.2 2.5 hl.6
GNP IN PURCHASERS’
VALUES 245646,2  100.0 3.9 2002137 10040 i 50

Among the three sub-sectors of industry, it is manufacturing
which showed the most serious decrease in its growth rate, from
9.3 percent in 1984 to 5.7 percent in 1985; on the other hand,
mining and quarrying grew by a remarkable 11.6 percent in 1985,
compared to 3.5 percent in 1984, and electricity, gas and water
grew by 11.6 percent in 1985, compared to 8.0 percent in 1984,

Eollowinﬁ four years of stagnation in the construction sector,
a revival took place in 1984, when there was growth of 2 percent.
This revival continued in 19é5, with the value added rising by 2.9
percent over the prev:ious year. o



Growth in all services, other then Overnment services, slowed
down in 1985 as compared to 1984, Wholesale and retail trade from
7.7 percent 1in 1984 to 6.5 percent in 1985, fransportation and com-
munications from 6.7 percent to 5.3 percent, financial institutions
from 4.5 percent to 3.0 percent, ownership of dwellings from 2.9
percent to 2.6 percent, business and personal services from 6.1
percent to 4.9 percent; government services, on the other hand,
showed an increase of 3.3 percent compared to 2.6 percent in 1984.

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

{PERCENTAGE)
"""""""""""""""" te7a 1979 teed 198y 192 1983 14 19a%
et T X 3 S I M S Y S R v s
THDUSTRY 3.4 ~4.7 -2.9 9.1 5.2 6.4 2.2 6.6
COHSTRUCTION 4.2 4,2 .8 0.4 .5 6.6 2.4 2.9
SERVICES 3.3 i.4 g.1 1.8 K L5 a6 4.9
Gop 2.8 -.9 -0.7 4.2 5.0 27 3.7 a1
iNp 2.9 0.4 =1L 4.1 4.6 3.3 39 St
GNP GROMTH BY MAIN ECONONIC SECTORS
(at factor cost 1968 prices)
{PERCENTARE)
e T T T T N U HE U B T A5
welciTRE - 2l 2e L7 0.t a4 035 2.8
THOUSTRY .4 -5.6 -5.8 72 4.6 8.2 9.2 3.3
SERUICES 4.1 n,2 -0.2 4.8 4,1 4,2 ] 4.3
oop 4.3 -1.6 .0 4.2 4.8 4.1 5.8 4,2
thp 2.9 -0.4 -1.1 4.1 4.6 3.3 5.9 3.1

________________________________________________________________________________________________________________

In 1985, the national product implicit price deflators were
42.8 percent for sectoral totals, 43.8 percent for GDP, and 43.7
percent for GNP. On the other hand, the internal terms of trade
reflected lower price increases for agriculture and higher for
industry, and this was the main reason for the lower inflation
rate. The implicit price deflator was 36.4 percent in agriculture
and 48.4 percent in industry, whereas in 1984 the deflator had been
54.9 percent for agriculture and 48.7 percent for industry. The
contrast in price increases in agriculture and industry for the
1ast two years indicates the inertial aspect of industrial price
increases and the volatile aspect of agricultural price increases.



The average inflation rate fell considerably in 1985 because
of depressed agricultural prices whilst price increases in industry
stabilized at around 48.5 percent. In industry, inertial inflation
was unchanged in 1985,

An analysis of the Wholesale Prices Indices, expressed as
yearly averages for 1984 and 1985, indicates the same tendencies
in more accentuated form: in 1985, agricultural price increases
slowed to a notable extent, whereas industrial price increases
accelerated. The overall result was a decrease in the general
rate of inflation from 52 percent to 40 percent.

As a result of the sectoral developments in 1985, at constant
1968 prices, agriculture's share of total GNP decreased from 20,9
percent to 20.5 percent, whilst industry's share increased from
27.1 percent to 27.4 percent. Services' share remained constant at
52 percent. At current prices, the relative changes in agriculture
and industry were more accentuated. The share of agriculture was
considerably reduced, from 18.9 percent to 17.5 percent whilst
industry's share increased from 30.1 percent to 31.8 percent and
that of services was little changed at 51 percent.

GHP SHARES OF THE MAIN ECOKDKIC SECTORS
(at curreni prices)

at pruducers’-prices at factor cost
Tieat T i9er 1963 toga . 1985 1981 1982 a3 1984 Tass
AGRICILTURE 25,5 19.5 18.7  18.9  17.5  20.2 9.2 8.3 8.4 16.5
THDUSTRY 27.0 28.1 29.6 0.1 31.6 24,1 25,1 2.9 27.9 29.9
SERVICES 52,4 52.4 5.7 5.0 50,9 48.8 48,7 47,5 47.9 47,2
HET INDIRECT TAXES 6.9 7.0 7.3 2.8 6.1
(T 100.0 100.0 100.0  100.0 1000 1060.0 108, 0 100.0 100.0 160
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GNP SHARES OF THE MAIH ECONONIC SECTORS
¢at constant1968 prices)

~ at producers’ values at Factor cost

1981 1982 - 1993 - 1984 1983 1981 1982 1933 1984 1989
"""""""" ~ i@ 2.3 19.8
AGRICULTURE . 21.8 22.1 21.4 269 20,3 21,1 2l,
l&DUSTR? ‘ 5.2  25.6 26.4 7.1 7.4 2.4 20.3 2.5 222 222
SERVICES 53,0 52.3 2.2 a0 S2.1 4.2 43.7 48,0 47.7 47.8
HET INDIRECT T#ZES 9.3 9,4 9.7 9.8 10,2
GHP 100,80 100,90 100.0 108,08 100.0 100.0 100.0 100.8 108.0  166,0

Per capita income increased by 3 percent in 1985, equal to the
trend valure for the last two decades, 1964-84, of 2.9 percent. per

annum. At <current prices, per capita income amounted to 562,562 TL.
or 46.880 TL. per month.

PER CAPITA GHP
(1963- 1985)

YERRS  POPULATION AT CURRENT AT 1968
HID-YEAR  PRODUCERS’ PRODUCERS’ REAL %

o0 PRICES TL PRICES TL CHANGE
1963 29665 2151 2829
1964 30394 2346 2883 1.
1965 KH 1) 2463 2901 0.
1966 31934 2863 3168 2,
1967 32750 3899 3220 1.
1958 32585 3390 3350 4.
1969 34442 3626 3443 2.
1970 35321 4184 30 3
1971 36215 3318 a6 7.
1972 IR 6483 P9 4,
1973 38072 8138 4110 2.
1974 39036 16941 4304

1975 40023 13386 4532
197¢ 40938 16366 4771
1977 41763 20890 4969
1978 42640 0270 4506
1979 43530 30529 4786 -

&mmmmr—am—-wwmmmmnmwmmcﬁm

1980 44438 99805 4638 -
1981 43336 144467 4730
£982 46312 188613 4843
1983 . 47279 244276 4904
1984 48265 380251 5689

L L o S B RIS o OGN
“ 0w om m s wm w o - u

1985 49272 362362 3240




.2) Macro Equilibrium of the Economy

In so far as GNP shares were concérned, the main features of
the macro economic equilibrium of the economy in 1985 may be sumarized
as follows: ’

The foreign deficit decreased from 2.8 percent in 1984 to 1.82
percent in 1985, reducing the availability of total resources from
102.8 percent of GNP in 1984 to 101,82 percent in 1985.

Total investment remained roughly constant at 19.8 percent of
GNP, whilst fixed capital investment increased by 1 percentage point
from 18.4 percent in 1984 to 19.4 percent in 1985. Private investment
did not show any appreciable change: it was 7.4 percent of GNP in
1984 and 7.5 percent in 1985. The relative level of private fixed
capital investment has not shown any appreciable change during the
past five years, changing in absolute terms at rates equal to the
respective rates of increase jp- GNP. But public fixed capital in-
vestment continued to rise, from 11.04 percent in 1984 to 11.92
Percent in 1985,

Total consumption within the economy decreased from 82.9 per-
cent in 1984 to .82 percent in 1985. Both public and private consumption
decreased in relative terms. Public consumption decreased from 8.86
percent to 8.55 percent and private consumption from 74.07 percent
to 73.44 percent. On the other hand, private consumption as a per-
centage of private disposable income increased from 88.86 percent
to 89.14 percent, whilst public consumption as a percentage of pub-
lic disposable income decreased from 53.21 percent to 48.53 percent.
This was mainly as,a result of a sizeable expansion in public disposable
income, from.16.64° percent of GNP to 17.61 percent. Accordingly,

private sector disposable income decreased from 83.36 percent to
82.39 percent of GNP in 1985,

The rise in public disposable income is reflected in increases
in public savings. These increased from 7.79 percent to 9.06 percent
of GNP, whilst public investment decreased from 11.05 percent to
10.92 percent. The public sector's investment-savings gap continued
to be negative but it was considerably reduced, from 3.3 percent of
GNP in 1984 to 1.9 percent in 1985.

The decrease in private disposable income as a percentage of
GNP, was reflected in decreases in private consumption as well as
in private investment when expressed as percentages of GNP. The
adjustment of private savings and private consumption to the decrease
in private disposable income took the form of 4 rise in the marginal
propensity to consume out of private disposable income and a
corresponding decrease in the marginal bropensity to save. The
average propensity to consume increased from 38.886 percent of private
disposable income in 1984 to 89.14 percent in 1985, whilst the
average propensity to save decreased from 11.15 percent of private
disposable income to 10.86 percent.



MACRO EQUILIBRIUM OF THE ECONOMY
(a5 percentages of GHP)

GHP teo,00 100,00 1900.09
FOREIGH DEFICIT 2.80 2.79 1,82
TOTAL RESOURCES 102,80 102,79 10182
TOTAL IHUESTHENT 19.83 19.92 13.93
FIXED CAPITAL IHVESTHENT 18.40 18,45 19.44
PUBLIC 11,04 11.08 11,92
PRIVATE 7.36 7.36 7.52
STOCK CHANGES 1,48 1,48 .39
PURLIC 0.01 ¢.an -1.08
PRIVATE 1.47 1.4 L3
COHSUMPTION 8z.92 2.87 £1.99
PUBLIC SECTOR 9.09 0.00 0.00
DISPOSABLE [NCOME 16.64 16.49 17.61
COHSUMPTION 8.86 2.6 2.35
SAVINGS 7.79 7.81 9,06
THUESTHENT 11.05 11,03 19.92
THU-SAVINGS GAP -3.26 -3.27 -1.86
PRIVATE SECTOR ¢.00 0.40 e.00
DISPOSABLE THCOME £3.36 83.91 82.39
COHSUNPTION 7407 7419 73.44
SAVIHGS 9.29 9.32 £.95
THUESTHENT .93 8.83 .91
THU-SAVINGS GaP 0.46 0.48 0,04
TOTAL DORERTIC SAUIHGS 17.08 17.13 18.01
AIn 1985 prices
TABLE 1 NACRO EAUILIBRIUM GF THE ECOHOMY

{at current prices)

1984 1984 1983

e oy eand) | i(E)
G 183170 26302.0  27590.0 50.6 4,9
FOREIGH DEFICTT 513,06 7.0 5080 -1 -3l
TOTAL REGOURCES 188300 270370 2R692.0 43,2 1,4
TOTAL 1NVESTHENT 1.0 5240.0  5472.0 50,3 4,4
FINED CPITAL IHVESTHENT  3370.0  4852.0  5364.0 59,2 10,5
PUELIC 2022.0  2915.0  3289.0 €2.7 12.8
PRIVATE 1348.0  1937.0  2075.0 53,9 7.1
STGCK CHANGES o710 388.0 1080  -~0.1  -~72.2
PUBLIC 1.0 .0 -275.6
PRIVATE 2700 370 3830 41,9 -1.0
CONSUNPTION 15189.6  21797.0  22620.0 49.9 3.8
PUBLIC SECTOR ' :
DISPOSABLE THCONE 3048.0  4333.0 48590 59,4 f2.0
COHSUNPTION 1622.0 22830  2356.0 45.4 2.3
SAVINGS 1426.0  2055.0 25010 75.4 217
TNUESTHENT 20220 2915.0 014,60 49,0 3.4
1HU-SAUTHGS GAP -597.0  -861.0  ~513.0 14,1 -40.4
PRIVATE SECTOR
DISPOSABLE INCONE 15269.0 219650 22731.0 49.9 2.5
CONSUKPTION 125670 19514,0  20262.0 49,3 2.9
SAUINGS 1702.0 24510 2469.0 5.1 0.7
THUESTHENT 1618.0  1937.0  2458,0 51,9 26,9
INU-SAUINGS GAP 840 127.0 1.0 -86.9  -9L3
TOTAL DGNESTIC SAUINGS 3128.0 45060 4979.0 56,9 10.3
FIXED CAPITAL INU/GNP 18.4 18,4 19,4 5.4 5.4
DONESTIC SAVINGS/GHF 17.1 17.1 18.0 .3 5.2

X in 1983prices



The private sector investment: savings gap was reduced roughly
to zero in 1985, indicating that private savings were approximately
equal to private investment. In 1984, private savings exceeded pri-
vate investment by 0.5 percent of GNP Excess savings for the private
sector has become characteristic of the 1980 period whilst,
excess investment was characteristic ot the 1970's.

Most of public sector indicators reflect major improvements
in 1985. '

Public disposable income, which was raised to an average 19.35percent
of GNP during 1981-82, was reduced to 18.5 percent in 1983 and to
an alarmingly low 16.6 percent in 1984, A major improvement took
place in 1985 when public disposable income was raised to 17.6
percent of GNP,

Public investment as a percentage of total domestic savings,
was reduced to 64.6 percent in 1984, and fell further, to 60.6
percent in 1985.

Between 1980 and 1982 public savings as a percentage of total
domestic savings showed a gradual rise from 33 percent in 1980 to
49.8 percent in 1982. This rise was interrupted in 1984 with a fall
to 45.6 percent but in 1985 there was a recovery, to 50.31.

Public investment has displayed a certain stability at around
11 percent of GNP in the last three years; 11.3 percent in 1983,
11 percent in 1984, and 10.9 percent in 1985,

FINGMCING OF PUBLIC SECTOR’S THUESTMENTS

(TL Billiom)

1980 1981 1982 1983 1984 1985

PUBLIC SAVINGS 233.0 565,10 781.0 957.0  1426,0  2501.0
PUBLIC THUESTMENTS 09,0 877.0  1062,0 13670  2023.8  3014.0
PUBLIC INVESTMEKT-

SAVING 6AP 276.0 32,0 291.0 330.0 397.0 513.0
GAP/GNP 6.2 4.7 3.2 30 3.3 1.3

Due to the improvement in public savings, total domestic
savings increased from 16.6 percent of GNP in 1983 and 17.1 per-
cent in 1984 to 18 percent in 1985.

However, there was no change in total savings. These were
equal to 19.0 percent in 1984 and to 19.83 percent in 1985, as

the improvement in domestic savings was counterbalanced bya similar
decrease in foreign savings.
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It is appropriate at this stage to compare and contrast the
1985 savings ratios with past trends. During the two decades 1963-
1982, publi:c savings averaged 7.5 percent of GNP or 41.8 percent
of total domestic savings whilst private savings averaged 10.37
percent of . GNP or 58.2 percent of total domestic savings.

In 1982, both public and private savings were equal to 8.3
percent of GNP, In 1984, whilst public savings decreased to 7.8
percent, pr-ivate savings increased to 9.3 percent; As for 1985,
the trend was reversed for the first time, with public savings
exceeding private savings, Public savings in 1985 were equal to
9.06 percennt of GNP and private savings to 8.95 percent, reducing
the private savings share of total domestic savings to below 50
percent compared to the 58.2 percent trend average for 1963-1282,

SAVINGS AS PERCENTAGE OF GHP

YEARS PUBLIC PRIVATE  DOMESTIC  FOREIGH TOTAL
SAVINGS  SAVTNGS  SAVINGS  SAUIHGS  SAVINGS

1963-1967

7.1 8.3 15.6 1.8 17.4

1968-t972 8.6 9.8 18.3 ] 19.6
19721977 7.9 10.1 18.0 3.6 21.6
1978-1982 6.4 13.1 9.3 £ 22.9
1983 8.3 8.3 6.6 3.7 20.3
1984 7.8 9.3 17.1 2.8 19.9
1985 9.1 8.9 18.0 1.8 19.9

In the Plan, the public '"investment-savings'" gap was to be
equal to 5.68 percent of GNP in 1985, and to be slowly and gradually
reduced thereafter; but it is estimated to have been only 1.86 per-
cent of GNP last year. :

Against the overfulfilment of public sector targets, hardly
any of the private sector's goals were met in 1985.

Private disposable income was expected to be as high as 84.4
percent of GNP in 1985, but it amounted to only 82,39 percent.

private consumption exceeded the target of 72.17 percent of

GNP by 1.27 percentage points, being estimated fo have attained
73.44" percent of GNP. _

Private savings lagged seriously behind Plan targets. They

were expected to amount to_12.33 percent of GNP in 1985 b
estimated to have been as little as 8.95 percent. ut are
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YEARS PR.D.17 PR.S/ PR.S/  PUD.I/  FU.S/ P, &/ DON.S/  FOR.S/  TOT.&/

GHP PR.D.1 GHP GHP PU.B.T GNP GNP .GHP Ghp

1963 0.923 0.073. 0.060 0.7 - 0,371 0.065 0,125 0.044 0,189
1964 0.819 0,107 0.088 0,181 0.3534 0.064 0.152- 0,014 0.166
1963 0.809 0.108 0.087 0.199 0,367 0.070 0.1 9.009 B.160
1966 . 0.808 0,119 0.09 6.191 0.400 0.077 0.173 0.015 h.188
1967 0.802 9.118 0,095 0.198 0.404 f.080 0,173 0.010 $.193
1963-1967 0.812 0,105 0.985 . 187 0.379 .071 0.156 0.018 0.175
1968 0.795 0.117 0.993 0,205 0,433 9.089 g.182 . 0.018 0.200
1969 0.793 £.123 0.097 0.207 0.429 8,089 0,186 0.015 .20
1970 0.79 B.126 0.100 b.204 0.413 0,083 0.1835 0.013 0.198
1971 0,795 0,132 8,103 0,205 0.368 0.075 8,178 0.003 0.186
1972 0.794 6.117 0.093 0.206 0.435 h.090 0,183 - 0.183
1968-1972  0.795 0.123 0.098 0,205 0.415 1.08 0.163 6,013 R, 19
1973 0.793 0,142 B.114 0.207 0.425 f.083 0.202 0,021 0.181
1974 0.817 0.125 0,182 0.187 0.401 8.474 8,174 2.023 0.1%
1975 .79 8,111 0.089 0.209 0.429 ¢.290 0.177 n.032 ¢.229
1976 0.786 0,120 0.094 8,206 .392 t.081 0,175 0,034 231
1977 0.798 0.138 0.108 0.211 0.297 0.068 gl n.070 0.240
1973-1977 0793 - 0.1Z7 8,101 0,203 0.288 0.079 &, 100 f.02% 0,216
1978 (.89 0.147 6,130 0.133 B.349 0.067 0,198 0.027 0.225
1979 0.832 0.206 0.172 0.133 .163 f.026 0.1% 0.020 0.217
1980 0.825 0,190 0.157 0,174 §.29% §.951 0.208 9.0452 0.260
1981 0,807 0.122 ¢.098 0.193 0.447 086 6,183 0.032 f.217
1982. 0,803 0.123 0.099 0.197 t.454 £.089 0.138 §.017 t.205
197¢-1982 0,83 0.158 .13 0.183 k. 342 0.064 0,198 0.030 0,225
1983 2.8{5 0.182 0.093 0.185 0.449 0.083 0.166 t.937 0,203
1984 0.833 .11t R.092 0.166 0.468 f.078 0.171 D028 0.1%9
1985 0.824 0.109 ¢.089 0.176 0,513 0.0l 0.180 0.018 0.199

PR.D.I. Private Disposable Income

Pr.,S = Private Saving
Pu.,D.I: Public Disposable Income
Pu.,S : Public Saving

Dom,S.: Domestic Saving
For.S.: Foreign Saving
Tot.S.: Total Saving



- 12 -

Total private investments, inclusive of inventory investment,
are estimated to have slightly exceeded Plan targets:a realization
of 8.91 percent of GNP against forecast of 8.64 percent.

The pr-ivate sector was expected to have a large surplus of
savings, egual to 3.59 percent of GNP. in 1985; but it is estimated
that excess savings or the private investment: savings gap was
practica11§7-zer0, a mere 0.04 percent of GNP.

'Yet total domestic savings exactly met the planners' forecast
of 18 percent of GNP in 1985.

3) Investments

After having fallen to 18.4 percent of GNP in 1984, fixed
capital investment recovered well in 1985 and attained 19.4 per-

cent of GNP.

A study of the distribution of fixed capital inve§tmgnt_as
between the public and private sectors shows that public invest-
ment's share of the national total increased sharply, from around
50 percent in 1979 to no less than 62 percent in 1981; thereaftgr,
there was @ gradual decrease, to 60 percent in 1984. However, tpls
trend was yeversed in 1985, when the public sector'g share of t?@d
capital investment rose to 61.3 percent, and the private sector’'s
share fell to 38.7 percent.

In 1985, private fixed capital investment represented 7.48
percent of GNP. Roughly one-third of this total, or 2.53 percent
of GNP, was invested in housing, as agalnsF 2.26 percent in the
previous year; on the other hanq, private 1nvestment in' the pro-
ductive fields of agriculture, industry and services fe}l frgm
5.10 percent of GNP in 1984 to 4.95 percen@. The reduction 1n
productive private investment also gilves Tise€ to concern 1n S50
far as its distribution is concerned. Private investment in ag-
riculture fell from 13.3 percent of the total to pnly 11.2 per-

cent in 19858,

RELATIVE SHARES OF THE PUBLIC AND PRIVATE SECTORS
TOTAL FIXED CAPITAL INUESTMENTS '

(1L Billion)
YEARS  TOTAL.FIX.PUBLIC FIXED INV. - PRIVATE FIXED INV.
IHUEST. L % L d

1973 33.4 25.1 47.8 29.3 9.9
1974 73.0 3.0 - 479 +38.0 32.1
1975 106.7 3.8 30.4 32,9 49.5
1976 146.0 75,2 5.3 70.9 48.5
1977 193.0 108,0 5.4 87.8 44.6
1978 280,90 133.0 43.2 145.0 5.8
1979 479.0 238.0 49.7 241.0 58.3
1980 864.0 482.0 35,8 382.0 44,2
1981 1254.0 780.90 62.2 §74.0 7.8
1982 1664.0  1023.0 61.3 6410 3.5
1983 2215.0  1330.0 60.9 865.0 3%.1
1984 3370.0  2022.0 60.0 13480 - 40.0

1985 5364.0  3289.0 61,3 2075.0 38.7



FIXED CAPITAL IHVESTMENTS
A5 A PERCEHTAGE OF GHP

(L Billien)

VEARS GNP FIXED CAP. %
TN, SHARE

w2198 TTTTTARIR
1931-1984
1977 8729 210.8 24,1
1978 1290.7 2796  21.7
1979 20995  449.3 20,4
1980 5.1 8636 19.5
1981 65526  1294.0 9.1
1982 8735.1  1664.0 9.0
1983 11543.0  2215.¢ 19,2
1934 193528 2370.0 9.4
1985 27718.6  5364.0 19.4

SOURCE: 50

Investment in manufacturing decreased markedly, from 27.7 per-
cent of total private investment in 1984 to 24.5 percent in 1985,
whilst investment in transportation remained unchanged at 20.1 per-
cent of the total.

Housing investment recorded a major increase , rising to 33.8
percent of total private investment in 1985, from 30.8 percent in
1284,

FIKED CAPITAL IHUESTEMEWTS
{ab 1990 prices)

SECTORS 1924 1983 % CHANGES

PUELIC  PRIVATE TOTAL  PUBLIC  PRIVATE TOTAL  PUBLIC  PRIVATE TOTAL
AGRICULTURE 257 257 il4 22 232 452 -14.40 -1.7 -12, 86
BINIHG a3l 14 263 278 17 287 7.57 21.4% .20
HARUFACTURING 3435 a3 1031 469 9 ¥ -13.94 -5.04 -9.53
EHERGY 754 [4 767 724 13 1 -3.93 2.14 =3.465
TRANSPORTATION & 637 389 1046 928 418 1346 41.23 7.40 28,68
COMMURICATION
TOURISH 20 23 43 18 ¥ & -10.00 96,52 23,58
HOUSIHG 86 196 454 ] 701 7% -16.67 17.62 13.85
ERUCATION 97 4 101 107 a i1z 1.3 29, [0 0,89
HEALTH ¥ 4 42 1B 3 40 -4} 23.09 ~4.7%
OTHERS 23 99 230 23 103 333 0.43 4,04 1.52
UHDISTRIBUTED - 23t 34 263

ToTAL 2911 1937 4852 aze9 2075 5364 12,83 7.12 10,35
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FIXED CAPTTAL THUESTHENTS

(At current prices)
(7L Billion)

SELTORS 1384 1985 TR CHANGES
PUBLIC PRIVATE  TOTAL  FMBLIC PRIUATE  TOTAL  PUBLIC PRIVATE  TOTAL

AGRICULTURE 178 179 37 220 232 432 23.60 29.61 25.61
HINIRG 174 10 184 270 17 287 S3.17 70,80 35.98
HANUFACTURTHG 378 373 ) 469 309 974 24.07 36.42 30.23
EHERGY 923 10 333 74 15 739 38,43 58.00 38,63
TRANSPORTATIOHE 45 271 727 928 413 1346 103.51 54.24 35,14
CORNUNICATIONS

TOURISH 14 16 30 13 36 a4 28.57 125,08 ae. ed
HOUSTHG 46 415 461 9% 701 736 19.57 £3.92 63.99
EBUCATION 67 3 70 10z 3 12 59.70 06,67 &0.00
HEALTH 26 3 29 3 3 40 24,62 £6.67 37.93
OTHERS fel o3 228 232 13 333 43.680 3.4/ 46,93
UHDISTRIBUTED - - - 231 H 265

TOTAL 2022 1343 3370 3287 2073 7384 £2.566 33.93 59.76

The most serious set-back in the distribution of private in-
vestment appeared in manufactiuring. During the 1970's, manufacturing
attracted roughly one-third of private fixed capital investment,with
1974 and 1975 as high as 38 percent. In 1985, manufacturing attracted
24.5 percent of private investment which corresponds to the relative
value added of manufacturing in GNP, 25 percent. Yet this comparison
is misleading because in aggregate, public and private investment
in manufacturing appears to have attracted only 18.2 percent of total
fixed capital investment in 1985. Investment in manufacturing was
regularly as high as 30 percent of total fixed capital investment
in the 1970's.

Division of the ten years 1976-1985 into two periods, anté and
post 1980, reflects the seriousness of the decrease in fixed capital
investment as an average percentage of GNP. This percentage was as
high as 21.7 percent of GNP during 1976-1980 but it dropped to 19.0
percent in the post-1980 period and showed a remarkable stability
around this average during 1981-1983. During 1984, the propensity to
invest deviated downwards to 18.4 percent and, in 1985, upwards to
19.4 percent of GNP.

The average growth rate for 1981-1985 had been 4.6 percent,
displaying an average incremental capital output ratio of 4.1,
Vet with the rising trend of the growth rate towards a minimum
average of 5, ICOR might be estimated at 3.8. Both ratios are
much higher than those of the 1960's, which were as low as 2.66,
and of the late 1970's, when they rose to 3.33. Consequently, with
the present average propensity to investment of 18.9 percent of GNP,
it would have been possible to attain an average growth rate of 7
percent 1n the 1960"'s, of 5.7 percent in the late 1970's, and of

only 5 percent in the 1980's, This is an additional reason for the
need to raise the investments ratio far above its recent level. of
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18.9 of QNP. Otherwise, in the long run, the growth potential of
the Turkish economy will stagnate at a depressed level.

The distribution of fixed capital investment between the
public and private sectors which was equitable in the 1960's and
1970's, moved in 1985 to an alarmingly low 38.7 percent for the
private sector and 61.3 percent for the public sector. The reason
for concern is the low level of productive investment because public
investment is infrastructure intensive and private investment is
production investment intensive.

The limited availability of loanable funds and the high interest
rates resultant from excessive bhorrowing by the public sector,
unfavourably affected the private sector's propensity to invest
throughout 1985.

The decrease in total consumption from 82,92 percent in 1984
to 81.99 percent in 1985 and the low use of installed production
capacity, of 73 percent in 1985, meant less interest in new projects
and in the expansion of existing facilities.

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

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

Private investment in housing amounted to 3.1 percent of GNP
during the period of comparatively high GNP growth, with relatively
few deviations from this average.

There was an upsurge of private housing investment during the
crisis years 1978-1980, when the GNP growth rate fell sharply and
had a negative value in 1979 and 19280. Partly as a result of the
decrease in the denominator and partly due to the upsurge in the
demand for real estate generated by the increase in the inflation
rate, the rate of private housing investment as a percentage of
GNP increased to 5.3 percent of GNP in 1978 and to 6.1 percent in
1979, dropping to 4.2 percent in 1980.

Private investment in housing fell to an average of 2.25 per-
cent of GNP between 1981-1984 and displayed a relative recovery in
1985, with a rise to 2.52 percent of GNP, but remained 23 percent
below its trend value of 3.1 percent. Such investment was discouraged
by rises in the cost of construction which exceeded the Wholesale
Prices' Index average and by high credit interest rates om the

supply side.
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FRIVATE THUESTMENT
IH HEUSING

THUESTHEHT  GHP  IHU. IH

TH HOUSING (TL bn) HOUSING A5

{TL »n) PERCENTAGE
F GHP

1972 7123 240,82 2.9
1973 9360 309.8 3.02
ta74 1a22 427.1 2.72
1973 1773410 333.8 a3
1976 21352 578,10 3.19
1977 29400 w2 3.3
1972 67743 1284.7 5.26
1379 134431 219%.7 6. 11
1980 186777 4435.1 4.2}
1981 145269 63519 2.22
1982 195332 &735.4 2,24
1982 262300 11483.2 2.29
1924 415060 183%2.8 2.2
1985 701900 27718.% .3

Investment Incentive Certificates

The private sector's average propensity to invest, excluding
housing, has stood at around 5 percent of GNP for the past five
years. However, the volume of investment represented by investment
incentive certificates issued indicates a slightly higher propensity
to invest. As indicated in these gertificates investment amounted
to 5.9 percent of GNP in 1982, to 5 percent in 1983, to 6.0 percent
in 1984, and to 7.3 percent in 1985%

The sectoral distribution of 1985 investment incentive certi-
ficates, excluding energy projects, shows a concentration in manu-
facturing and transportation of 44 percent and 35 percent, respec-
tively. Agriculture accounts for 1.9 percent, mining for 6.6 percent
and tourism for 5.9 percent,

The regional distribution of investment incentive certificates
igsued in 1985 as compared with the previous year, decrease in the
Marmara region and increases in Central Anatolia and the Aegean
Coast. On the other hand, the value of incentive certificates inc-
reased to a greater extent in 1985. Marmara and Aegean regions,
remained the most attractive regions for investment projects.

*¥Investment projects 1n the emergy sector are mostly public sector projects,
so that investment in that sector has been excluded in the calculation of
private investment. .



SECTORAL DISTRIBUTION OF IHUESTMEHT
THCENTTUE CERTIFICATES IN 1935

SECTORS HUMBER  TOTAL CAPITAL  FOREIGH  EXPORT  EMPLOYHEWT
THUESTHENT(TL mn)  EXCHAHGE  COMMITHENT(PERSON)
(TL mnd REGUIREM, (WER FIUE
(00 VEARS $040
AGRICULTURE 4 40130 719 14092 enan £185
CROPS 8 273 458 73 8 263
L TUESTDCK 80 33702 6341 6391 adil 162
FISHERIES 3 a7dl 181 1530 i 212
FORESTRY 1 384 1 7eb b 7
HINING 3 136692 7ie 142535 1 7133
MANUFACTURING 396 91852 {1554 685670 15B943 S2Zed
FOORREJERAGES 202 130461 22542 7425 13323 10163
TEXTILESRCLOTHINGS Al 290053 247t R6RIS7 ELE 18023
FORESTRY PROD, 17 a2l 472 2758 0 42
FAPLR 1a 40901 187 22281 1o e
LEATHERZRIDE 30 ELXE 1412 a3zt 12375 1135
RUBBERSPLASTICS B 9197 1236 12777 2hed a7l
CHEMICALS 43 128667 29592 7392 7713 3134
GLASS 9 17362 e 11338 2615 2264
[RONESTEEL an 47595 10339 34238 3600 iyl
HOH-FERROUS METALS 9 4351 484 4210 1440 114
TRANSPORT VEHICLES 1§ }9947 449 1576z ] 334
HETAL GOODS 48 46084 4527 32%8Y ] 2387
MEASURING DENICES & RXAE] EFS 3054 2009 221
RACHIMERY 31 16059 1432 1222¢ f 795
ELECTRICAL HaC, 15 10190 1213 9446 fi 487
ELECTRAOMICS i 13188 1266 15537 2830 789
CEMENT R 21440 137 26341 EXEE Rk
CLAYECENENT PROD €3 94972 6110 37 0 827%
EERAMICS - 3 3156 250 2574 1704 134
UTHERS 5 Jnidn 4912 30220 2435 2150
EHERGY 21 1311582 10221 1601569 @ 2108
SERVICES 661 924494 477 G4 130338 42829
TRAHSPORTATION 411 728540 19433 240515 EH 29634
TOURTSH K P v 82 3777 22087 7851
TRADE A0 23482 3742 FsE 373 377
(THERS 99 44995 2951 44944 7800 206l
EXPORT ENCOURAGENENT 1 ] fr 8 0 0

ToTaL 1821 2531418 170183 3384536 292241 [0GAG4




SECTORAL DISTRIBUTICH OF IHUESTHENT
THCERTIUE CERTIFICATES TN 1954

SECTORS HUMBER  TOTAL CAPITAL  FOREIGH  EXPORT  EMPLOYHENT
IHUESTMERT(TL mnd  EXCHAMGE  COMMITMENT(PERGON)
{IL mn) REQUIREMEHOUER F1UE
(5 006> YEARCSH0M
AGRICULTURE 17 2e07¢ 4823 4697 23720 2093
cRraeS E 757 232 214 arg 304
LIVESTOCK 79 19347 3921 2470 2370 1247
FISHERIES 19 4963 2 2243 19350 542
FORESTRY
MINING 3 2l4472 4731 240303 28850 aliat
MANUFACTURING 343 5573 4359 SHS17 1556740 26116
FOODAREVERAGES % 7675 A%4h 18152 (%2000 3072
TEXTILERCLOTHING 147 224447 14777 &7799%  BUBGW {5953
FORESTRY PRODUCTZ 7 1552 KR £33 piibidil 332
FAPER 3 1633 111 1232 167
LEATHERZHIDE 1% £403 1384 453 an0dg 1y
RUBBERZPLASTICS 9 2282 2%4 2493 2433 143
CHEMTCALS 7 4322 3re% RERTS B b o AL
Ginss 2 le04 1597 9250 A3
TROHASTEEL 2 17391 agn 254 Fan 434
HOH-FERRQUS HETALS 8 1444 223 1037 230 124
TRANSFORT VEHECLES 43 63256 1524 29077 43680 7%
HETAL GOADS 22 3169 af7 1031a 22581 453
HEASURIHG DEVICES it 3318 407 333 474
HACHIMERY t d164 G35 3140 Leang 457
ELECTRICAL HACHINM, 14 18379 708 23163 39625 3e0
ELECTROHICS g o 476 737 73
CENENT 3 228 344 7are ER T 73
CLOYRCENENT PROD. 26 24130 4330 18186 44375 1655
CERANICS 3 24540 330 4474 2adit 3
ITHERS , 40 24317 219 2389 41520 195
EHERGY i3 23209 s 15313 2
SERVICES 407 23615 BREZ 2739 6R0Y6S IREN
TRAHSPORTATION ehl 118049 944 1771 49673 a8
TOURISH 3 95374 62Y 62057 4350 4227
TRADE 3l 3338 521 7137 33230 952
THERS 4 3424 7149 25225 21400 1368
EXPORT EHCOURAGEMENT X 49541 3774 8716 546125 2h83

TOTAL : 17e 1105224 6aif9 1179083 2750208 38897
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DISTRIBUTION OF IKVESTHENT IMCEMTIVE CERTIFICATES
ACCORDING TO THEIR APPLICATIONS
1984

HUMBER  TOTAL CAPITAL FOREIGN EXPORT  EMPLOYMEWT
TRVESTMENT (TL Fin) EXCHAHGE CONMMITNENTCPERSONS)

{TL Hn) REQUIRE. OUER FIUE

(030%)  VEAR(ROOS)

NEW THUESTHENTS 784 717827 45054 744431 1750343 3951
EXPANSTON 190 135326 12384 226843 409923 12140
CORPLETION 42 44663 117¢ 114! 30625 1029
HODERKTZATION )\ 26831 1079 3343 84080 1683
ELIMINATION OF BOTTLEMECKS v 01 1831 46549 106275 1956
REMERALS W 60984 2145 7AHD 245757 1363
QUALITY INPROUEHENT 25 23028 1776 28930 6623 705
INTEGRATION OF FACILITIES 19 8492 670 10639 26430 Aa
TOTAL {176 1105224 56109 1179083 2750260 99007

DISTRIBUTION OF INUESTHENT IHCENTIVE CERTIFICATES
ACCORDING TO THEIR APPLICATIONS

1923
"""""""""""""""""""" T N ST
THUESTHENT EXCHANGE COMNETHENT(PERSONS)
REQUIRE, OUER FIUE
(000 %) YEARCAROH)
R g T T T R L CTE T T
EXPANSION W3 290705 24167% 44232 15361
COMPLETION 49 28073 19044 Fa00 1%
HODERHIZATION 9t 147071 140332 12525 2305
ELININATION OF BOTTLENECKS 43 30407 24085 g7a0 1069
REHEWALS hi 45226 37361 19849 3878
BUALITY THPROVENENT 3 43431 39743 aneé 388
INTEGRATION OF FACILITIES 29 82573 32693 20t 993
ToTAL 1821 3331418 3284556 292421 106604
SOIRGEFGFG T e
REGIONAL DISTRIBUTION OF INVESTMENT
INCENTIVE CERTIFICATES
(%)
RTINS T g T
T S YR Y
CEMTRAL ANATOLIA 10.4 10.7 1.3 16.7
AEGEAN COAST 7.1 al 19.2 22,5
NEDITERRANEAN COAST 8.9 14.4 3.3 7ed
BLACK SEA COAST 8.0 2.6 3.8 4.2
EAST AKATOLIA 2.1 1.6 1.8 1.4
SOUTH-EAST ANATOLIA 3.3 10,2 3.4 7.2
T0TAL 1ng.9 1.0 100.0 08,9
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REGIONAL DISTRIBUTION OF INUESTNENT
THCENTIUE CERTIFICATES
1984

HUHBER  TOTAL CAPITAL  FOREIGH EXPGRT  ENPLOYMERT
INUESTMENT(TL Mn)  EXCHAHGE COMMITMEWT{PERSOMG)

{TL Mn) REQUIRE. QUER FIVE

(00 §)  YEAR(OOOH)

HARHGRA 7t § 7 29783 579369 1771398 25447
CENTRAL AHATOLIA 142 125219 5311 97737 146146445 57410
AEGEAN COAST 175 211885 9297 256626 319575 16834
HEDITERRANEAN COAST 118 91346 2234 86739 238128 6482
BLACK SER COAST 94 63573 3963 Ta6%0 82630 4235
EAST ANATOLIA 68 41582 4812 38126 13650 222
SOUTH-EAST ANATOLIA 3! 50067 4309 68396 128357 2940
TOTAL 176 1105224 66109 1175033 2750200 58897

REGINAL DISTRIBUTTON OF THVESTMENT
IHCERTIVE CERTIFICATES

1583

HURBER  TOTAL CAPITAL FOREIGN EXPORT  EMPLOYMENT
THVESTHMENT €TL Mnd)  EXCHAHGE COMMITNEHT{PERSGHS)

(TL Hn) REQUIRE, OVER FIVE

(00 ¥ YEARCOROLH)

MARNARA 73 12502% 61538 525135 175226 48664
CENTRAL ANATOLIA 230 583804 312 121977 26786 13219
AEGEANH COAST 208 970974 20160 994852 39420 1239
MERTTERRANEAN COAST 182 263684 22363 169019 23049 11124
BLACK SER COAST 162 147309 16402 132718 6322 7152
EAST ANATOLIA 84 47993 5046 49816 2430 G617
SOUTH-ERST ANATOLIA 9 234413 10666 203816 13968 8421
TOTAL 1821 3331418 170083 3324336 292421 106604

SECTORAL DISTRIBUTION GF INUESTHENT
THCENTIVE CERTIFICATES

SECTORS 1982 % 1923 % e % 1925 ,
ATRICULTURE 24.2 4.7 21.8 7.8 22.1 2.0 40.1 I

HINTNG 14.1 2.7 30,7 5.4 2145 9.4 136.7 2.9

HANUFACTURTHG 210.4 4.6 2710 47.7 5.7 50,5 91,5 2
ENERGY 1.0 0.2 2.7 1.5 25.2 2.2 15t1,6 42.9
TRANSPORTATIOR 214.9 4.9 1611 28,2 1181 0.7 7285  20.6
TOURTSN 2.7 1.7 25.4 4.4 25,3 7.7 12258 3.5

TRADE 6.7 {3 9,5 1.7 3,3 0.8 28,5 18
EXPORT 12.4 2.6 20.8 %6 49.6 4.5

OTHERS 19,9 3,9 28,2 4.9 23.4 2.1 45,0 (,3

TTAL 513.2 1000 S7L.2  100.0 11052 100,0  3531.4  100.D




An analysis of the investment incentive certificates issued
in 1985, shows that 81 percent of the total represents new invest-
ments, 8 percent expansions, and 11 percent completions, moderni-
zation, the elimination of bottlenecks, renewals, quality impro-
vements and the integration of existing facilities.

Construction

In value, construction licences issued represented 5.6 percent
of GNP in 1980. Their value dropped to 3.2 percent in 1981 and to
3.3 percent in 1982, The upsurge which staried in 1983 with 4.2
percent continued in 1984 with 4.4 percent and reached 5.8 percent
in 1985. demonstrating a full recovery of the propensity to invest
in new buildings.

The rise in planned construction may also be detected in inc-
reases in planned floor areas. These increased by 9.3 percent in
1982, following two years of serious decreases; they further increased
by 17.6 percent in 1983 and 12.9 percent in 1984, followed by an
explosive increase of 27.4 percent in 1985, raising the total planned

floor area to 36.8 million sqguare meters, an all time high
exceeding the previous (1979) second best by 2.7 million
square meters

The increase in the planned floor area took place in spite of
rising construction costs: as represented by the data included in
construction licences, costs increased by 43.3 percent in 1983, by
45.8 percent in 1984, and by an unduly high 57.3 percent in 1985.

On the basis of occupancy permits, completed construction has
stabilized at arocund an annual level of 15.7 million sguare metres
for the last seven years, with the exception of 1980 which showed
an unusual upsurge to 17.835 thousand square metres.

HEW CONSTRUCTION
(fAccording to Booupancy Permits)

YEARS NILLION @00 SQUARE CHAIN  COST PER  CHAINM
1L METRES  INDEX  SQ.WT.(TL) THDEX

1969 2782.6  8023.3 M7

1978 - 3046 809283 100,97 ¥t 106,92
1971 3308.3  8068.7 99.70 410 10,52
1972 4247.8  9%676.3  119.92 439 18
1973 3398.1  1e879.8 112,44 M5 122
1974 73181 9809.2 90.16 246 144.99
1974 1i648.0 11551.4  117.76 1008 135.16
1976 13306.2  12273.6  106.25 1034 107.5t
1977 18818.6 14158.6 115,36 1329 122,60
1978 44642.2  14934.1  105.48 2991 225.03
1979 80261.5 15635.9  104.70 3133 171,62
1920 145303,%  17835.1 114,07 8338 162,82
1981 166449,%  15469.9 86.74 10760  128.73
1982 210233.6 15945.1  103.07 13188 122,57
1983 297300.0  15920.3 99.%1 18663 141,51
1984 443819.0  15882.0  100.%9 28071 150,41

1983 639789.0  15361.0 96.72 42947 153,00
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HEW COMSTRUCTION .
{Construction Licences Issued)

YEARS HILLIOK 000 SQUQRE CHAIN  COST PER = CHAIN

TL METRES  INDEX SQ.MT.(TL) IHDEX

1969 6987.3 17158.7 88

1970 g120.2 19741.7 U505 41t 105,92
197 72171.4  16909.5 85,65 424 103.16
1972 8686.4 192309  113.73 452 106.80
1973 13351.1  24485.0  127.32 45 120,58
1974 151360 20347.6 33.18 744 136,91
1975 23669.1 23337.5 114.89 114 136,29
1976 32682.9 296187  126.91 1163 108.78
1977 40339.0  28972.6 97.82 1392 126.20
1978 92729.1 32237.3 111,27 2876 206.61
1979 76700.8 34080.0  105.72 5185 180,29
1980 24953%.7 2842214 83.40 g78¢  169.33
1981 209336.3  19884.3 69.%6 16528 119.91
1982 288052.0  21728.7  189.29 13257 125,92
1983 485336.4 23594.9  1i7.6l 18992 143.26
1984 7990930 28883.¢  113.04 7662 145.65

1985 1601478.0  36802.0  127.40 43516 157.31

4) Public Finance

Reducing the public sector deficit was among the principal
goals of the 1980 stabilization programme. To achieve this, a
series of fiscal reforms were implemented and, at the same time,
greater attention was paid to controlling public expenditure.

The 1985 Budget, besides measures designed to ensure a
better equilibrium in public finance, was framed with a view
to achieving a 5.5 percent GNP growth rate, a reduction in the
rate of inflation, and the best possible utilization of all
available domestic resources. L

According to the provisional figures, 1985 Consolidated
Budget expenditure was 5,904.9 billion TL. and revenue was
5,538.2 billion TL., meaning that the Consolidated Budget deficit
decreased to 366.7 billion TL last year. As a percentage of GNP,
the deficit was reduced to 1.6 percent in 1981 and 1982, but it
again increased to 1.9 percent in 1983, rose further, to 2.5 per-
cent, in 1984 and then fell to 1.3 percent last year.

During the period 1975-1984, increases in Consolidated Budget
expenditure were higher than the increases in GNP. Expenditure,
as a percentage of GNP, was constantly above 22 percent, except
in 1982. This tendency changed in 1985 and the expenditure/GNP
ratio fell to 21.3 percent.
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GENERAL, ANNEXED & CONSOLIDATED BUDGETS

(TL billion)

GENERAL ANNEXED  TREASURY CONSOLI.
BUDGET BUDGET  SURSIDY  (4)= BUDGET
{1) ) &) (D) (DH=(1+(4)
1982%
EXPENDIT 1664.2  269.2  243.9 25.3  1699.5
REVENUE 1515.8  270.1  239.9 .2 1546.1
BALANCE -143.4 9 -4 4.9  -142,4
1983
EXPENDIT 2790.4  400.6 3937 1.9 27922
REVENUE 25124 4006 3411 5.5 25719
BALANCE -278.9 44,0 576 57.6  -230.4
1994
EXPENDIT 3924,0 S70,1 4644 105.7  4073.9
REVENUE 3516, { . 492.2 1110 %038
BALANCE -407.9 34,2 51,2 6.3 -474.1
1995
EXPENDIT 5724.1  1113.2 9324 108.8  5904.9
REVENUE 53,6 10967 @721 224.6  S538.7
BALANCE -410.5  -16.5 60.3 43,7 -366.7
*10 MONTHS -
TAX BURDEN
YEARS GNP % CHANGE TAX PEVENUE % CHANGETAX BURDEN
1975 535.8 25,4 95,0 45.8 17.7
1976 £75.0 %0 127.1 33,7 1.8
1977 872.9 29.3  168.3 32,4 19.2
1978 1290.7 4.9 246.4 46.5 19,1
1979 2199,5 70,4 405.6 64.5 18.4
1930 #4352 1006 750.1 4.9 16.9
1981 6553.9 47,8 1190.5 58.6 18,2
19g2% 8735. 1 33,7 1305.9 9,7 14,9
1982 8735.1 33,3 1567.1 3.6 17.9
1983 11543,1 3.2 1938.2 48.4 16.8
1984 18352.9 58.9  2375.8 22,5 12,9
1585 27719.7 51,0 3799.3 60.0 3.7
N0 HONTHS

12 MONTHS DATA CALCULATED ON BASIS OF 10 MOHTHS DATA
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COHSOLIDATED BUDGET EXPEMDITURES,DEFICITS AND GHF

{TL Billion)
YEARS COM.BYUD, COM.BUD  DEFICIT GHP GHP  EXFEHD./ DEFICIT/

£XPEND.  EXPEMD (1975=100) GNP e

{1975=100)

1973 116.3 108.0 -1.2 735.8 100,10 21.7 6.2
1976 157.2 133.2 -3.4 674.9 126.0 23.3 0.5
1977 240.6 206.9 -40.2 872.9 162.9 2.6 4.6
1978 350.7 1.5 -23.7  129.7 240.9 7.2 1.8
1979 616.8 530.3 ~68.2  2199.3 410.5 2310 2.7
a0 11155 9.2 -13%.8 44351 327.7 251 .6
1931 1564,7  1345.4  -102,8  A553.6 12231 23.9 .6
1432 1633, 14527 -142.4  @735.0 16303 19.2 1.6
1983 2792,3 2009 -z220.4  11849.1 21553 24,2 L9
1354 4077.0 38056 -474.1  18332.9 A3 a2.¢ 2.3
1985 5904,3  8077.3 3667 2771R.7 W7 21.3 1.3

In the same decade, the tax burden reached its highest level
in 1977, 19.3 percent. In general, the tax burden increased between
1975 and 1978, but from 1979 began to show a different pattern. In
1979 and 1980 it dropped to 18.4 percent and 16.9 percent, respectively.
After increasing to 18.2 percent in 1981, it again decreased to
16.8 percent in 1983 and finally it fell to the very low level of
12.9 percent in 1984.

However, taxes remain the principal source of Budget revenues
and an estimated 68.6 percent of General Budget revenues came from
this ource in. 1985. Non-tax normal revenues and special revenues
and funds provided the remainder. :

CONSOLTDATED BUDGET
FISCAL YEAR 1924 -1983
(TL BILLION)
1984 1935

EXPEHDITURE 4024.3 J904.2
PERSONNEL - 877.5 1442.9
OTHER CURRENT 394.8 3950
THUESTHENT 683.0 1153.9
TRAHSFER 1869.5 2708.9
REVENUE 3580.3 3338.1
TAY REVEMUES 2369.2 3799.2
HOH-TAY HORMAL REVEHUES 2an.t 195.7
SPECIAL REVENUES AND FUMDS §72.10 473.6
DOMESTIC BORROWING 194.8 669.3

DEFICIY -444.3 366.7
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The entries given in the following table are presented in a
They correspond to an alternative concept
of budget deficit which excludes total domestic borrowing,

different manner.

CONSOLIDATED BUDGET AHD SEE’s (BILLION TL)

1981 1982 1923
REVEHUES 1330 1424 2157
DIRECT TAXES 768 826 1149
THDIRECT TAXES 423 47% 783
NOH-TAX REVEHUES 114 83 157
ANNEXED BUDSET 23 4 b6
SPECIAL REVEHUES - - -
EXPENDITURES 1503 1373 2333
PERSONNEL 390 440 667
OTHER-CURRENT EXPEMDITURES 253 280 390
IHTEREST PAYNENTS &7 77 138
FORELGH M 32 130
DOMESTIC 2 24 ol
THUESTHENTS 310 44 463
TRANSFERS TO SEE‘s 214 231 232
OTHER TRANSFERS 267 201 341
BUDGET EQUILIBRIUM , =173 -3 -¥7;5
DALAYED AND ADVAHCED PAYMENTS & -0 13
CASH EQUILIBRIUN -26 -1 -243
FIHAHCING a6 181 245
HET FOREIGH DERTHESS 4] -12 24
BORROWINGS 63 36 177
PAYHENTS 22 -34 -151
HET DOMESTIC DEBTHESS a0 36 207
BORROWINGS 7 90 237
PAYHENTS =27 -34 -30
SHORT TERM BORROWINGS 77 E -Zh
CEKTRAL BANK(HET) 39 2 72
TREASURY BOHDS it} 74 -8
OTHER -32 a7 38
TOTAL REVEHUE 1766 2650 3%
TOTAL EXPENDITURE 1759 2583 3630
WAGES AND SALARIES 314 30 464
GOODS AND SERVICES 1330 2123 2973
OTHERS bk} 78 192
PROFIT/LOSS BEFORE TaY 7 67 -34
BUDGET TRAHSFERS 241 23 292
TRANSFERS FROM PRICE STABILISATION FUND 74 75 108
SHORT TERH BORROUWIHGS 137 151 398
HET OTHER RESOURCES 11 -9 24
TOTAL RESOURCES 470 490 713
TOTAL THUESTHENT £10 6a4 M4
HET BGRROWING REGUIREMENT -143 -194 181
FIKAREED BY :
CENTRAL BAKK 12 3t ]
OTHER DON.BORROYING 16 39 28
HET FOREIGH BORROWING 97 132

OTHERS

104

1964 1985
2831 4691
138} 1323
238 2014
341 i
A 225
%y 28
3731 3313
877 §277
393 215
373 3
264 427
11 163
(28] 1164
e 181
926 134t
~-ng =92z
-56 -{52
-956 =772
a5 i
319 -2k
53 170
-23% -420
137 5t
195 AEG
-58 -172
474 all
19 266
284 244
2 -
e310 1621
5845 4047
719 973
4845 7udd
281 325
dn5 784
233 121
173 248
e 549
123 ~{4
1545 1713
1718 2085
170 ST
-3k 125
9 s
177 2
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The State Economic Enterprises

The financing requirements of the State Economic Enterprises
continued to increase, in absolute terms, from 735.3 million TL,
in 1984 to 968.6 million TL. last year. In spite of a continuous
price hikes by the SEE's, the principal reasons for these regular
increases are the need for additional capital to under-take a
constantly bigger volume of operations, the huge investment prog-
rammes which the Enterprises are expected to implement, and the
widened scope of the stocking and distribution functions of the
Enterprises concerned with petroleum products and fertilizers.

However, as a percentage of GNP, these financing requirements
have declined since 1980 and the net operating results of the SEEs
have SWUDE gway from deficits and into positive contributions to
the economy. The share of budgetary transfers, which accounted for
32.4 percent of total financing requirements in 1984, decreased to
17.6 percent in 1985. On the other hand, foreign project credits
provided a rather greater proportion of total financing requirements
in 1985, 51.7 percent compared to 35.1 percent in 1984.

FINANCIHG OF OPERATIONAL SEE’S

(Tl BILLIONY

1981 - 1982 1983 1984 1985(1) 198a{2)

RALANCE OF PEGUURCLG/PAVNENTS  -25.4 8.2 174.2  435.6 7351  @800.5
THUESTNENT 409,73 -532.8  -768.3 -1170.9 -1763.7 -1783.
FINANCING REQUIREMERTS 4347 4647 5947 7353 -%B.6  -975.2
RUDGETARY TRANSFERS 229.5 2049 2.0 2388 17L0 1500
STATE INVESTHENT BAHK 5.8 520 394 512 3.6 467
PROJECT CREDITS 79,5 113.8 1549  25.8 5010 508.5
AGRICHLTURAL SUPPORT 2 PRICE
STABILIZATION FUND 7.8 756 1084 17,0 2410 250.0
PETROLEUN FUND 0.0 2.0 0.0 3.0 0.0 0.4
SPECTAL FUND 0.0 0.0 0.0 8.0 0.0 0.0
OTHERS 8.0 0.0 0.0 145 180 20,0
FINANCING REQUIRENENT 85 % OF :
GHP 8.6 5.3 5.1
SOURCE: SPO T

(1} REALISATION ESTINATICH
(2) PROGRAM

In 1983, the gross losses of the SEEs amounted to 34.4 billion
TL., but in 1984, a turnaround was achieved and a gross profit of
230.3 billion TL. was recorded.
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PROFIT AHD LGSS ACCOUMT OF SEE‘S

{TL BILLIDH}

1984 1981 1982 1983 1984 1945 1984
EXPEHDITURE T 1347.2  1969.1 27345  3775.0  6190.4 8090.5  16809,9
BAGES AND -SALARIES 233.0 314.3 370.2 i64.10 02,3 978.2 -
OTHER THPUTS 1076.5  1399.6  2293.9 7.8 5301.2 74880 laczt.o
DEPRECIATION AND OTHER _
PROVISIONS 32.7 33, 2 70.4 193.2 86,8 3i4.0 484, 4
THCONE 1324.1  1976.8  2801.2  3740.6  £420.7 5296.1  12436.6
SALES REVEHUE 1146.0  1766.9 . 2649.8  3596.0  A130.7 #053.2  12160,7
INCREASES IN STOCKS 178.1 209.9 15t.4 144.6 290.0 276.4 397.5
GROSS PROFIT¢+)/LDSS(-) -23.1 7.7 66.7 ~34.4 230.3

SHARES OF SEE”S IN TOTAL PUBLIC FIXED INUESTHENT
BY SECTORS

(PERCENTAGE)
SECTORS 1930 1981 1982 1983 1984 1983(1)  1986(2)
AGRICULTURE 4.89 3.69 2, th 2,34 .49 3.69 2,35
HINING 32.37 89.35 86.78 8%.39° 90,75 92,39 90,493
MANUFACTURING 93.94 .05 33.63 95.66 95,99 96.16 91.489
ENERGY 73.87 63,87 70,92 73.82 74.62 60.%1 33.82
TRANSPORTATION 34.24 35,05 43.70 21.44 383 39.08 47.40
TOURISH 10.18 16,461 16,37 29.32 30.24 22,52 12,44
HOUSING 0.00 b.00 g.00 .00 .46 g.72 1,04
EDUCATION 0.43 f.24 .09 8.79 0.9 .26 0.23
HEALTH B.6! 3.33 7.20 18,25 2.17 2.29 3.23
ATHERS 4.00 2,46 1.39 2.39 2.11 3.18 2.97
TOTAL 98,27 33,63 33,30 38.85 38.40 36.07 44,85

SOURCE: SPD
CREALISATION ESTIMATION
(2)PROVISTONAL
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5) Production
Agricu ltural Production

Following an increase of 3.5 percent in 1984, the agricultural
sector did less well in 1985, registering growth of only 2.8 percent.
However, the average for the two years, 3.15 percent, is in line with
the long term trend in agricultural output; average growth over the
past thirty years was 3.1 percent per annum.

The principal increases in production in the agricultural sec-
tor were in maize (up by 26.7 percent), chickpeas (19.4 percent),
sunflowerseed (12.7 percent), soyabeans (108.3 percent), dried onions
(15.5 percent), and potatoes (28.1 percent), cow vetch (19.1 percent).
There were also increases in production of pears and quinces. cherries,
mandarins, tea and most vegetables. On the other hand, production
of sugarbeet was down by 11.4 percent on 1984, of apricots and
peaches by 15 percent, of olives by 25 percent, of lemons by 42.7
percent, of oranges by 27.7 percent and of hazelnuts by 40.0 percent.

The agricultural sector's exports were valued at $ 1719 million
which represented 21.6 percent of total exports in 1985. There were
also exports of $ 647 million worth of agriculture-based manufactures,
representing a further 8.1 percent of total exports.

Thus. approximately 30 percent of all exports were agriculture-
related. ﬁoweverb this rate was as high as 60 percent in 1981 and
its halving in only four years is indicative of the explosion
which has taken place in exports of manufactured and processed

goods and of the slow rise in shipments of agricultural produce
and products.
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ESTIMATED QUANTITIES OF QGRICULTURRL

CROPS 1984
CEREALS
WHEAT 17200,0  17000.¢0
BARLEY 6300.0  6300.0
RYE 360,10 360.0
GATS 316.0 34,0
KATZE 15600  1900.¢
HUSKY RICE 280.0 270.0
PULSES
BROAD-BEAN 76.0 73,0
CHICK-PEA 3350 400,08
DRY BEAN 164.0 170.0
LERTIL 370.0 618.0
COw VETCH 142.0 169.0
INDUSTRIAL CROPS
TORALLO 177.5 170.0
SUGAR BEET 11100,0  9330.¢0
COTTON 1566.0  1500.0
OIL SEEDS
~ SUNFLOWER 710.0 oo, ¢
PEANUT 47,5 1.4
SOYBEANS 60.0 123.0
TURER CROPS
DRY ONIOH {de.0  1270.0
ORY GARLIC 77.10 730
POTATOES J200.0  4160.0
POHE FRUITS
PEAR 360.4 370.0
QUINCE 394 63.10
APPLE 1900.0  1960.0
STONE FRUITS
PLUM 156.0 150.0
APRICOT 200,90 170.0
CHERRY 165.0 1309
PEACH 233.0 200.9
OLIYE 800.0 600.0
CITRUS
LEMON 317.5 182.0
KANDARIN 21%.3 230.0
ORANGE 761.0 350.0
HUTSCIN SHELL)
WALKYT 112.0 110.¢
HAZELWMT 309.0 180.0
GRAPE-LIKE FRUITS
MULBERRY 35.0 9.0

PRODUCTIOH

000 TONNES

1985 % CHANGE

TER
LEAFY DR STEM UEGE,
CABBAGE

BLACK CABBAGE
SPINACH

LEEK
FRUIT BEARTHNG
VEGETABLES
KELOH-HATERMELON
5QUASH

CUCUMBER

EGGPLANT

TONATO

STUFF PEPPER
GREEN PEPPER
LEGUMIOUS VEGETABLES
GREEN BEAN

GREEH BROAD BEAN
CALAVANCE
ROOTRULB AND
TUBORQUS VEGETABLES
GRREH GARLIC
GREEN ONION
CARROY

0.0 3.0
3300, 9 6.0

623.2 2.9

350.0 14,
171.0 5.
136.0 0
0.0 1

3300. 10 14.6
310.¢0 3
730.9 13
60,0 t

4904.9 22,
480.10 g
233.0 9
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AGRICULTURAL PRODUCTION THDEX
(1970=100)

YEARS WHEAT BARLEY RICE  POTATOES COTTON  TOBACCO SUGAR BEETSUHFLOWER BLIVES HAZENUTS GRAPES FIGS

1970 100.8 100.0 100.¢ 108.0 100.0 108.0 108.0 100.0 0.9 106.0 66,0 100,0
1971 135.0 128.3 109.4 109.7 130.5 116.6 140.6 124.0 47.9 63,1 te.1 91,1
1972 122.0 114.6 76.3 114.9 133.9 §20.0 138.6 149.3 149.6. 74.5 29.2 100.9
1973 100.0 8%.2. 99.4 114.9 128.2 99.5 119.9 149.3 48,8 98.4 86.9 88,8
1974 110.9 102,53 9.7 118.9 149.6 135.8 134.2 i12.0 123.3 93.7 86.9 73.1
1975 147.5 138.5 93.7 130.0 120.0 133.4 163.4 130.1 ~ B82.4 1243 84,3 BL.8
1976 63,0 15¢.8 9.8 148.8 18,7 216.2 221.1 146.7 161.1 96.1 80,0 8.9
1977 166.5 146.2 163.1 146.2 143.7 165, % 211.5 121.3 9.7 13,7 Bz.6 81.8
1978 167.0 146.2 118.8 143.6 i18.8 193.2 207.7 12%.3 161,53 121.6 9¢.8 86.4
1979 175.0 161.2 140.6 14%.9 119.1 144.5 205.9 157.3 631 117.6 96,9 933
1980 183.0 163.1 89.4 156.7 125.0 is2.1 159.1 200.6 198.2 92.0 93.3 95.8
1981 178.0 181.5 123.8 156.7 fe2.0 118.1 262.9 153.3 8.7 137,32 9.1 116.8
1982 175.0 19,9 131,2 156.7 122.2 139.6 29%.3 160.0 192.8 86.3 H.8 130.3
1983 {64.0 166.9 f18.1 159.3 130.5 124.4 3.2 190.6 8.7 134.9 88.3 194.2
1984 1721 200.¢0 105.6 167.1 130.2 129.4 260.9 139.3 117.4 121.6 85.7 1.2
1995% 170.0 200,90 10i.2 = 214i 139.0 113.4 2311 213.0 88.1 0.6 83,7 138.4

Industrial Production

As reflected in the national income accounts, industrial value
added increased by 6.6 percent in real terms and by 58 percent in
nominal terms in 1985, displaying an implicit deflator of 48.4 per-
cent. The implicit deflator was as low as 36.4 percent for agriculture.

The increase in manufacturing value-added was mainly contributed
by the private sector, which achieved an improvement of 8.4 percent
whilst the public sector's value added in manufacturing increased
by only 1.3 percent.

The stagnation in public sector manufacturing was principally
due to decreases of 6.4 percent in textiles, 1.4 percent in chemicals
petroleum, coal, rubber and plastics and 1.2 percent in paper, paper
products, printing and publishing; food production rose by only
0.6 percent.

The markedly better performance of the private sector in manu-
facturing was due mainly to increases in basic metal industries of
14.4 percent,in non-metallic mineral products of 11.1 percent in
paper, paper products, printing and publishing of 11.1 percent in
chemicals petroleum, coal, rubber and plastics products of 9.3
percent and in textiles, clothing and leather of 9 percent. The

least important performance was in the food industry, in which
output increased by only 2.8 percent.
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On a sectoral basis, based ontotals the best performances were
achieved in the basic metal industries (13.4 percent), in non-metallic
mineral products (10.8 percent), in the production of fabricated
metal products, machinery, equipment and transport equipment (7.3
percent), textiles, clothing and leather industries (6.8 percent)
and the manufacture of wood and wood products and furniture (6.4
percent). The lowest performances were registered in the food in-
dustry, which increased by only 1.8 percent, in chemicals, petroleum,
coal, rubber and plastic products which increased by 3 percent and
in paper, paper products, printing and publishing which rose by
4.7 percent.

Price increases were more pronounced in the public sector than
in the private sector. These amounted to 45 nercent in the former
to 40 percent in the private sector and to 42 percent for the manu-
facturing industry as a whole.

The biggest discrepency between public and private pricing was
recorded in paper, where prices increased by 49 percent in the public
sector as against 33 percent in the private sector. The difference
was also high in chemicals (49.9 percent public, 43.5 percent private)
and non-metallic mineral products (62.4 percent public, 56.3 percent
private).

The only sector where price increases were higher in the private
sector was the basic metal industries (38,9 percent public, 41.1
percent private),

On a sectoral basis, the highest price increases were recorded
in non-metallic mineral products (57.5 percent) and manufacture of
chemicals and petroleum, coal, rubber and plastic products (47.1
percent).

The lowest price increases were in wood and wood products
(31.5 percent)and textiles (33.7 percent).

Between 1984 and 1985, the public sector'’s share of manufacturing
industry output fell from 40.6 percent to 39.8 percent and the
results of the quarterly surveys conducted in the private sector
indicate that its share of the total is in fact greater than the
60.2 percent which the official 1985 returns show. :



- 32 -

YEARLY PRODUCTION YALUES OF THE HAHUFACTURING INDUSTRY AND
RATES OF CHANGE

(TL MILLION)

1984 1985 GROWTH  GROWTH  IMPLICIT
CURRENT  CURRENT 4T 1924 RATE AT  PATE AT  DEFLATOR
PRICES  PRICES  PRICES  CURRENT 1984 ()
PRICES  PRICES
%) )
FoUD.BEUERAGESANDTORRCCO T
PUBLIC 735092 102309 7392 40,0 be 3.2
PRIVATE : D42055 1177909 963983 30,9 2.8 3.0
TOTAL 1577087 227005 1605285 39.9 LE 3.5
TEXTILES, CLOTHING AHD LEATHER
PUBLIC 147622 181472 1397 22.9 4.5 2.4
PRIVATE 977460 1275200 951075 46.2 9.1 4.1
ToTaL 1020092 1456672 1096172 42.% 6.5 3.7
WOOD, HOOD PRODUCTS & FURHITURE
pUBLIC WIS 52 40052 43S 7.8 331
PRIVATE 46567 6365 4M7 369 52 i
TOTAL 2717 U277 8369 332 -89, 3L3
PAPER,PAPER PRODUCTS, PRINTING
AND PUBLTSHING
PUBLIC 114401 168307 112997 47.1 1,2 4%
PRIVATE 108457 150996 120420 43.1 1.4 13,4
TOTAL pp850 220903 2317 47,6 47 40,9
CHEMICALS, PETRALEUM, COAL,
RUBBER AHD PLASTICS PROD.
PUBLIC - 1806632 2268398 1700482 S.E 0 L4 49,9
PRIVATE ' 1256724 1975110 1375960 6,9 9.3 43,5
ToTAL WETIT6 4643503 3156642 51,5 2,1 42.1
© NON-METALLIC KINERAL PRODUCTS
PUBLIC 72320 L40PHE %669 78.3 9.2 &34
PRIVATE 275245 564658 361259 73.6 .1 5.2
TOTAL 404166 705409 4478 74.5 0.2 5.9
BASIC METAL INDUSTRIES
PUBLIC 467176 729R08 525561 56.2 12.5 339
PRIVATE . 462346 746447 529864 61.4 14,4 411
T07AL 929522 1476255 (054425 5.8 134 400
FABRICATED METAL PRODUCTS,
HACHINERY EQUIPHENT 4HD
TRANSPORT EQUIPHENT
PUBLIC 144035 218439 153301 51.7 .4 42.5
PRIVATE 1219347 1837337 1%8876 50,7 7.3 4
TOTAL 1363377 2055776 1462177 50.8 7.2 406
OTHERS
pUBLIC
PRIVATE 19719 393 26 %7 WD
ToTAL 19719 /I e 4,7 3.3 b7
MANUFACTURTHG TNDUSTRY
PUBLIC 530971 5189581 3576681 47.0 3 451
PRIVATE _ 5154916 - 7830416 5588722 Al 8.4 403
TOTAL 3685987 1302899 9163413 5.0 5.5 42

 GOURCE:SIS
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According to the Industrial Production Index, production in
the manufacturing industry increased by 4.4 percent in 1985. The
rate of increase was more pronounced in the second half of the
year, with rises of 9.6 percent in the third quarter and of 5.9
percent in the fourth quarter. During the first quarter, production
increased by 0.4 percent and during the second quarter it increased
by 3.8 percent.

The increase in manufacturing production was contributed by
private sector establishments at an average rate of increase of
8.9 percent, whilst production in public sector establishments
decreased by an average of 1.70 percent over the year.

Private sector production increases were highest in the basic
metals industry (12 percent production increase), in paper (12 per-
cent),in the production of fabricated metal products, machinery,
equipment and transportation vehicles (up 11.6 percent), and in
non-metallic mineral products (10 percent production increase);
in textiles there was a 9.2 percent production increase and 1in
chemicals, petroleum, coal, rubber and plastics products output
rose by 8.6 percent. Production-of wood products increased |
by only 3 percent and food production did not rise at all.

Production in the public sector decreased by 10.6 percent in
textiles, 4.7 percent in paper, 4.5 percent in chemicals, 3.4 per-
cent in food and by 2.5 percent in metal products. Production of
non-metallic mineral products 'increased .by 8.7 percent, production
of the basic metal industries rose by 7.9 percent and output of
wood products went up by 4.1 percent.

As a result of the production differential of the private
and public sectors, total food production decreased by 2 percent.
Production of chemicals increased by only 1.4 percent, of paper
and paper products by 3.3 percent, of wood products, furniture by
3.5 percent and of textiles by 6.1 percent. Three sectors achieved
record production increases of 10 percent in the production of
metal products, machinery equipment and transportation vehicles,
of 9.8 percent in the production of basic metals, and 9.7 percent
in the production of non-metallic minerals.

The private manﬁfactUring sector achieved a remarkable percen-
tage annual growth during the period 1981-1985, the level of pro-
duction achieved in 1985 was 41.2 percent higher than that in 1981.

The manufacturing sector is composed of 25 sub-sectors and
in ten of these the average increase in production exceeded 10
percent per annum,
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of increase with 1981 as the base year are as follows:

Electrical machinery, apparatus,
and supplies

Non-ferrous basic metal industries
Iron & steel basic industries
Transport equipment

Food products

Paper )

Pottery, Porcelain, earthenware
Rubber products

Basic industrial chemicals

Glass

applicances

the increase was above 7 percent per annum

Chemical products
Textiles

Fabricated metal products
Purniture

the annual. increase in production was

Plastics

Other non-metallic mineral products
Food manufacturing

Apparel

Petroleum and coal derivatives

$ix sub-sectors produced less than 1n 1981,

rate of decrease being as follows:

21.9 percent
18.4 percent
11.9 percent
11.0 percent
7.6 percent
In 1985,
the
67.0 percent
26.5 percent
15.7 percent
6.2 percent
5.7 percent
5 percent

4.

Manufacture of footwear

Leather and leather products
Beverage industries

Printing, publishing

Wood and cork preoducts

Manufacture of machinery (other than
electrical machinery)
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IHDUSTRIAL PRODUCTICH THODEX

19812100
, 1984 195 -
FIRST  SECOND  THIRD  FOURTH 1984  FIRST  SECOND  THIRD FOURTH  §934
GUARTER QUARTER OUARTER QUARTER  YEAR GUARTER QUARTER  QUARTERIQUARTER  VEAR

FOOD BEVERAGE & TOBACCO _ -
TOTAL 0.5 127 HLE 1406 122.7 32,3 2.6 1200 1441 120.3
PRIVATE 12,8 {12.6 1069 1159 122 1013 102.2 1252 1193 112.3
PUBLIC 109,01 1234 1185 1551 130.0 8.4 1236 1162 159.% 125.4
TERTILES, CLOTHING; LEATHER .

TOTAL 125.3 1123 1it.8 0 1222 8.0 1227 1157 189.9 1317 125.2
PRIVATE 125, 12,7 10,8 1226 118.1 1246 119.6 1350 1356 129.0
PUBLIC 23,3 101 1168 1196 117.3 112.2 4.8 1038 10%.1 1049
VDD PROBUCTS AHD FURNITURE

TOTAL 12,0 103t 1900 1191 109.8 9%.8 1010 1035 13%.1 1.6
PRIVATE 9.7 97.5 5.2  113.2 9.1 87.6 86,4 99,2 129.5 102.1
PUBLIC 42,4 11,8 1234 1264 1257 1132 1233 1231 150.0 130.9
PAPER & PAPER PRODUCTS,PRINTING

PUBLISHING

TOTAL 133.5 1337 1123 1263 1237 1472 120 1203 1241 1278
PRIVATE 4.0 136.5 1065 1169 1185 1441 1271 1248 1349 (32,7
PUBLIC 122,9 130 1182 135.2 1289  150.6 {149 1159 1137 122.9
CHEMICALS, PETROLEUN, COAL,

RUBBER, PLASTICS PRODUCTS

ToTAL 1379 1397 1196 129.2 1296 127,01 1457 1270 127.5 131.4
PRIVATE {28.4  128,2 1049  12%.6 120.6 1320 1319 1265 (3n.? 130.0
PUBLIC 1379 1525 1325 1339 1379 120.8 t6f.l 127,30 125.2 1317
HOH-METALLIC MINERALS _

TaTAL 12,0 1040 1129 1196 1140 1237 120.8 13.4 1251 |25.1
PRIVATE 12,8  103.7  144,4  122.8 1165  13%.0 1209 1326 1975 12B.2
PUBLIC 95.0  105.3  107.5 1063 104.4 20,3 1250 1272 115.2 113.5
BASIC METAL INDUSTRIES

TOTAL 166.7 1547 1838 1656 167.6 1808 1633 190.% 1932 184.0
PRIVATE 187.8 157,772z 1845 175.6  210.6 1733 1840 216.7 196.7
PUBLIC 50,6  152.3  193.6 1497 162 1577 1556 1%.4 1837 173.9
METAL PRODUCTS,MACHINERY,

TRANSPORTATION VEHICLES,

MEASURTHG AND CONTROLLING

APPARATUS

TOTAL 105.9  158.2 14,0 155.4 155.0 1630 168.9  166.4 180.8 i70.6
PRIVATE 162.3 15,4 13,5 1521 1504 - 1599 1669 181.4 1841 169.0
PUBLIC 98,9 1754  205.9 1841 190.4 1920  1B9.1 2169 1522 185.7
NAHUFACTURING INDUSTRY

TOTAL 129.8  124,2  125.2 1323 130 (30,3 1393 137.2 {454 138.8
PRIVATE 137.7 1299 112.8 1332 1237 1397 135.4 139.1 14,8 141.7
PUBLIC 134.4  141.8 135.6 1426 1377 1172 146.2  134.2 1421 135.3
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QUTPUT OF S0ME IHDUSTRIAL PRODUCTS

1994 1983 % CHANGE

MIHING
HARD COALCK) (D00 Tonnes) 3630 3872 6.7
LIGNITE{K)(080 Tornes) 22011 30357 37.9
CRUDE PETROLEUNCK+0)(008Tonnes) 2085 211e t.2
HATURAL GASCKI{000 Cubic meter? 39637 57736 70.9
CHROMITE{X)4800 Tonnes) 217 222 2.3
COPPER CORCEHTRATER{(K){CQO Ton) 140 136 -2.9
ALUKINACKI(B0D Tennes) 73 113 0.7
WOLFRAM CONCENTRATE{K){Tom) 188 232 23.4
COLEMANITECK)(BOG Tennes) 426 471 10,6
SULPHURCK) (000 Tonnes) 7 38 2.7
PHOSPHATECK){080 Tonnes) . 9% iy -38.3
PERLITECK) (Ton) 4468 5451 22.0
BARYTESCK+0) (000 Tonnes)¥ 68 A 115.0
BORARCKI{GA0 Tonnes) 368 350 -4,9
F00D
PACKED TEA (KX{000 Tonnec) 119 102 -7.3
BEEF & LAMB(K)<000 Tonnes) 33 39 3.8
POULTRY{K){Ton) 7iep
SUGARLKI{080 Tonnes) 1322 1286 -2.7
PASTEHRIZED MILKCK)(DGD L1 39730 44275
HTLKCKY (M LYY 112 136
FODBER (K} {Tonnes) 478947 528934
BEVERAGES-TABACCH
FILTER CIGARETTE{KY(000 Tonnes) 54 33 i.9
HON-FILTER CIGAR{K){080 Tonnes) 7.8 5.8 -12.8
RAKICK) (Hn Lt) 43 46 7.4
UNDKA{K) (Mn LE) 3713 4244 0.4
BEER(K) (Mn Lt) k)| 20 -35.5
HNECK) (Hn LE) 9962 9670 62.2
RUBBER
CAR TYRESCOX{0RD) 2637 3263 23.7
TRUCK-BUS TYRES(G)(000) 1954 1677 -14,2
TRACTOR TYRES{O)(000) 722 51 -9,8
TUBES(0) (000} 3519 3783 4.0
PAPER
PAPERCTOTAL I CKI{080 Tonnes) 481 467 T-2.9
YRITING PAPER{K)(020 Tonnes) 91 77 -15.4
HEHSPRINT(KY (06D Tonnes) B 1 147 -10.4
WRAPPING PAPERCK) (080 Tonnes) 38 34 -1E.5
CORRUGATED PAP.BRARDCX)(000 Ton 56 43 20,40
CIGARETTE PAPERCK) {000 Tonnes) 3 4 3.3
CARDBOARD(K) (200 Tennes) 30 43 -18.0

KRAFT PAPERCK) (200ToRnes) 79 121 33.2
FORESTRY PREDUCTS{KI(080 Tonnes) :
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LUMBER{K) {008 Cub, Mt} 253 355 .6
CHIP BOARDCKI (000 Cubh. M) M 81 331
PARGUET(K) (000 5q. &) 447 419 -6,3
FIBRE BOARDCKICO00 Cub, ME) 1?7 19 th.8
PACKING CASESCK) (000} 1258 618 -5,
FERTILIZER
FERTILIZER(TOTAL) (K+0) (000 Ton) 7352 7375 0.2
AMHONIACK2 (000 Tonnes) 33 264 -2%.2
SULPHURIC ACIDCK+0) (00 Tonnes) 367 342 6t.3
PHOSPRORIC ACID(K+03(000 Tonnes 181 126 25.0
ARMONIUY SULPHATE(K+0) (200 Ton) 189 282 4.2
AHNONIUN NITRATECK) (000 Tonnes) b 13 -76.8
CALCIUM AMMONIUN NITRATECK){008Ton) 1101 1e3? 7.0
UREACK) (000 Tonnes) 468 37 -23.7
HORMAL SUPERPFOSPHATE(K)(000Ton 43 ] 13.2
TRIPLE SUP.PHOSP, (KtD)(000Tonnes) 74 228 1.2
DIAMOHIUN PHOSP(K+0)<000Tonnes) 464 367 -9.2
CONPOUND FERT.(K+0)(300 Tonnes) 721 1050 al.2
AGRICULTURAL EQUIPHEMTRHACHINERY
TRACTOR{K+0) (Ho) 45247 36882 -1%.5
HORTICULTURE TRACTORCK+0){Ho) ELY] 742 ~22.3
CHENICALS :
BORAX DECANYDRATECK) (020Tennes) 36 2 -44.4
BORIC ACIDCKIC0NG Tonnes) 21 19 -17.4
SODIUN PERBORATE(KY (060 Tonmes) 17 18 3.9
CARBIDECKI{008 Tonnes) R 13 -43.8
SALTCK) (00 Tonnes) 1291 1190 -7.8
ETHYL ALCOMRL{K)C0QD Lb) 7330 are2 1.8
PETRO-CHEMICALS
POLYYIRYL CHLORIDECK){Tom) 39143 40216 2.6
POLYETHYLENECK) {Ton) 23629 30675 19.7
CARBON BLACKCK)(Ton) 20330 22423 3.1
SYNTHETIC RUBBER(K)(Ton) 20863 27839 -3.5
POLYSTYREHECK) {Ton) 13223 16433 3.2
CAPROLACTANK} (Ton) lik 13681 76.0
PETROLEUN PROONETS
GASOLINECK+DX{BA0 Tonnes) 2219 2360 6.4
DIESEL OIL{K+0}(000 Tonnes) 3143 a8 -2.3
FUEL BIL(K+0) {000 Tonnes) 6771 6209 -8.2
CRUDE PETROLEUN PROCESSING
(K+0)(000 Tonnes) 17800 17994 .t
CEHENT AND REFRACTORIES
CEMENTCK+0)(DOE Tonnes) 12445 17581 30.8
BASIC REFRACTORY(K)(Tens) 36281 36125 -0.4
ACIDIC REFRACTORY(K)(Tons) 28283 28179 -t.4
ENERGY

ELECTRICAL EMERGY(K+0)(Hn Kwh) 33068 36849 11.4
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RETALURGICAL COKECK)(0B0 Tonnes 2669 2643 0.9
IROKCKY{000 Tonnes) 3002 3207 6.8
PIG IRONCKICOOG Tonnes) 227 272 1.8
MOLTEN STEEL(K+Q){D00 Tonnes) 3 3195 6.5
SEANLESS TUBINGCK) {600 Tonnes) 8 E 12.3

NDH-FERROUS HETALS

BLISTER COPPERCK)(000 Tonnes) 32023 33403 .
LIQUID ALUNIHIUMCKICOOD Tonnes) 37334 a3t 43.1
ZIKC ITHGOTSIKX(D40 Tonnes) 19468 22164

ZIHC COMCENTRATE(K) (000 Tonnes)

LEAD COMCENTRATE(K)(DD$ Tonnes) 40523 48373 19.9
FERROCHRONE:LCCKI (000 Tonnes) 10281 11330 1.2
FERROCHRONE:HCCK) (00D Tonnes) Jraen 42650 12.8
NOTOR UEHICLES

BUSSES-HIDIBUSSES(D) (Ho) 3806 3769 -0
HIRIBUSSES(0) (Hod 7460 73%7 -0.2
CARS(0) (He) 34832 60333 10.1
TRUCKS(0)(Ho) 16387 17748 8.3
PICK-UPSCDI(He) 6239 7828 233
RATLWAY ROLLING STACK

DIESEL LOCOMOTIVES(K)(Ho) al 23 -50.0

FREIGHT LOCOMATIVESCK) (o2
PASSENGER COACHES(K) (Ho)

SOURCE:SPO

{0);PRIVATE SECTOR
(K):PUBLIC SECTOR
{K+1):PRIVATE+PURLIC SECTOR

of 93 industrial products monitored by the State Planning
Organization, production of 53 items increased in 1985, and output
of 32 items decreased. Production of the remaining 8 items was
unchanged . The highest increases were recorded Dby natural gas (70.9
percent), alumina (560.7 percent), barytes (115 percent), beer (55.0
percent), chip board (85.3 percent) sulphuric acid (61.3 percent ),
ammonium sSulphate (49.2 percent), caprolactam (70.0 percent), and
1iquid aluminium (43.1 percent). On the other hand, there were serious
production decreases in sulphur (down 38.5 percent), wine (38.3
percent),_packing cases (50.9 percent), ammonium nitrate (76.8 per—.
cent), carbide (43.8 percent), and diesel locomotives (50.0 percent)

Capacity Use In Private Manufacturing Industry

On a yearly average basis, in 1985 capacity use in manufacturing
as a whole increased by almost 1.0 percentage point compared with
1984, and amounted to 72.7 percent. Last year, the biggest increase
in capacity use was recorded in forestry products and furniture,
where .capacity use rose from 54.6 percent to 58.8 percent. There
were minor increases 1in all other sectors except paper and paper
products and printing, and, food, beverages and. tobacco.

Th highest'cagacity use was recorded in earthenware (80.6
percent%, téxtiles, leather and clothing (75.3 percent),  and in



chemicals, petroleum, rubber and plastics (74.7 percent). At the
other end of the scale, use of production capacity in forestry
products and furniture was only 58.8 percent and in capital goods
and machinery 68.6 percent.

UTILIZATION OF CAPACITY IH NANUFACTURING SECTOR(Z)

SECTORS JAHUARY-  APRIL- JULY- OCTUBER- 1984 JANUARY- APRIL-  JULY- OCTOREE- 1985

- NAREH JUNE  SEPTEMBER DECEMBERAUERAGE  MARCH JUHE  SEPTEMRER DECEMBER  AVERAGE
FOOR-BEVERAGES-TORACLO 74.2 88,4 75.2 89.7 709 2.4 £3.7  73.% 89,7 /l.a
TEXTILE-CLOTHING-LEATHER 7.4 74,7 7.1 7.6 75.3 7.8 74.9 754 73,9 73,3
FORESTRYPRODUCTS-FURHITURE 54.3 0.7 363 56.8 .4 2.0 7.0 8L5 84.5 223
FAPER % PAPER PROD.& FURNITURE 27,1 7.7 7.8 743 760 /2.8 4.8 743 73.0 74,2
CHENICALS-PETROLEUN-RUBBER-
PLASTICS 73.8 .7 753 1.1 743 75.1 4.4 7.8 1.7 4.2
EARTHEHWARE .7 80,7 757 21,0 78.8 79.4 806 a0l 2.3 an.6
RASIC METALS 70,6 6.7 68,2 83,6 67,3 71.6 4.6 7.7 76.0 73
CAPITAL GODS AHD MACHINERY 63.0 £3.3 651 7.2 68.4 69.9 9.4 fd.8 7.2 a8 6
OTHERS 73.1 72,9 7R 72,3 2.7 72.0 2.2 77,1 713 73.4
10TAL 7a.7? .3 7.7 .6 719 72.8 72.% 7.3 72,7 72,7

The average capacity use of 72.7 percent was calculated on
the basis of 40 percent of the respondent firms working at 80-100
percent of capacity, 39 percent working at 60-79 percent, 14 percent
at 40-59 percent, and 6.4 percent working at 0-39 percent of
production capa01ty. '

A comparison between the reasons given in 1984 and 1985 for
not using full production capacity shows that lack of demand accounted
Tor 49.7 percent in 1984 and 53.3 percent last year with domestic
demand at 34.7 percent/36.6 percent and foreign demand at 14.7
percent/16.7 percent. Financial difficulties were rather less
important in 1985 - down from 25.9 percent to 25.1 percent. Lack
of raw materials were also less responsible for idle capacity -
for 17.5 percent in 1984 and 14.7 percent last year, although the
supply of imported raw materials improved whllst the contrary was
the case with domestic raw materials.



REASONS FOR LOW UTILIZATION OF CAPRCITY (%)
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REASONS | JANUARY-WPRIL-  JULy-  OLTOBER- 1984 JANDARY- APRIL-  JULY-  OCTOBER- 1963

MRCH  JUNE  SEPTEMBEROECENGER AVERAGE MARCH  JUNE  SEPTEMBER DECENBER AVERAGE
INSUFICIENGY OF DEMANE>  48.2  S0.1 50.4  51.8 404 5.3 93.4 2.4 53,3 93.3
a)DOMESTIC DENAHD - a0 4.8 355 %2 M7 %8 371 39 3.6 366
bYFOREIGN DEMAMD 4.2 15.2 4.9 156 147 165 163 168 123 167
FINANCIAL PROBLENS - 23 5.5 6.6 2.2 259 .27 4.8 258 5.2 5!

HON-RUATLABILITY OF R@M
HATERIALS 9.0 2.5 1.5 5.6 7.5 147 4.4 149 151 14.7
2)DONESTIC ROM HATER TALS 9.9 9,4 5.4 8.4 9.3 7.7 8.3 8.5 8.7 2,3
b)INPORTED RAW MATER TALS 9.1 2.1 8.2 7.2 3.2 7.0 6.1 6.4 6.4 £.4
EMERGY 4,3 .4 2.0 3,2 2.9 2.5 2.8 2.6 2.7 2.7
LABDUR PROBLEMS 2.5 2.3 2.2 2.6 3.8 2.7 3.8 3.3 2.7 3.4
OTHERS 1.8 0.3 0.1 0.4 B4 6 0.5 1.3 0.2 0.4

The table below shows that production increased by 6.1 percent in
real terms and by 47.3 percent in nominal terms. Reflecting an implicit

price deflator of 38.8 percent. There were production decreases 1in
three sub-sectors there appears decreases: of 10 percent in the pro-
duction of transport vehicles, 10.8 percent in wood products and of
6.2 percent in paper.

Quarterly price changes accelerated from 8.3 percent in the
last quarter of 1984 to 11.7 percent in the last quarter of 1985.
The last guarter increase in prices was as high as 19.1 percent
in road vehicles, and 17.1 percent in wood products; it was 14.7
percent in paper, 13.6 percent in metal products, 12.4 percent in
electrical machinery, 11.9 percent in textiles and leather, and
10.2 percent in non-electrical machinery. The lowest increase was
registered in food sub-sector 6.8 percent.

GUARTERLTY PRODUCTION INCREASES TM 1983 AS COMPARED TG THE SANE QUARTERS OF 1984

SECTORS FIRST QUARTER SECONB  QUARTER THIRD QUARTER FOURTH QUARTER 1985/1984 INPLICIT
GROWTH RATE GROMTH RATE GRO¥TH RATE GROWTH RATE (ROYTH RATE PRICE
CHRRENT  COHSTAMT CHURREHT  COMSTANT CURRENT  CONSTANT CURRENT  CONSTANT CURRENT  COMSTANT DEFLATOR
1933
F G- GEVERAGES-T0BACCO X N Y AT 16.1 73.6 1.0 1.5 3.0 133
TEXTILES-LEMHER-ELDTRIHG- 1.l < b0 42,8 1.9 7.4 9.1 64,6 13.6 31.6 3.6 139.%
FORESTRY PRODUCTS AHD EURNITUR 43.4 11.9 73,4 -8 -9.4 -28.9 26.8 -10.3 13.7 -10.8 134.3
PLPER-PARER. PRND.PRIHTING 39,0 2.9 54,9 A 34 -26.1 51.7 6.9 33,4 4.2 142.2
CHENIEALS-PETROLEUN-RUBBER-
PLASTICS 46.7 2,5 5.3 -4.7 3t 4.4 44,9 5.7 44,5 1.5 142.4
EARTHENWARE 9.6 -5.4 516 -5,9 74.1 10.4 £6.3 2.9 V.h 0.3 137,
8A31C NETALS 56,7 3.4 6.7 2.4 64.4 26.1 55.7 17.6 60,4 18.6 135,2
HETAL GOODS AKD HACHINERY 4.1 16,8 48,9 10,8 344 0.3 52.0 10,9 44,5 9.5 135.0
WETAL 600D o on2 2.2 5.3 3.1 9.2 169 3.8 69 483 3.6 1431
HON-ELECTRICAL NACHINERY 34,0 5.4 59.5 2.5 .5 0.1 4.1 4.7 12.4 .3 1.
ELECTRICAL MACHINERY 59.4 1.3 4.4 17,4 67.% 3.4 72.3 28.7 6.8 7.3 127
TRANSPORT VEHICLE 249 6.5 42,9 7 435 -3%0 5.3 4.0 2.6 -1, 143l
OTHER ' .3 -17.4 21.3 -19.1 12:4 -35.8 72.1 21,2 29.9 -11.6 147.0
10THL 4.1 4.7 45,0 2.9 46,7 58 3.7 2.1 47.3 6.1 133.4
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6) Employment and Labour Relations

Employment

Whilst 6 out of 10 of the economically active popu-
lation are still engaged in agriculture, and related activities,
there has been a marked decline in the last 23 years, from 77.2
percent in 1962 to 60 percent in 1985. This fall of 18,1 percen—
tage points was partly accounted for by an increase of 4.4 percen-
tage points in employment in industry, but the most rapid increase,
equal to 12 percentage points, occurred in the services sector.
Overall, 28.2 percent of total employment created during the 22
vears of planned development took place in the services sector,
12.7 percent in industry and 59.1 percent in agriculture.

SECTORAL DISTRIBUTION OF MANPOWER DEMAND
(1962-198%)

CHANBE
1962 1983 ABSOLUTE
_ . (booy % ) o0y % e n
AGRICULTURE 9742 77.2 9398 3.1 ~352 -3.6
IHDUSTRY 1043 8.2 2023 12.7 973 93.0
HINING 68 9.5 112 0.7 44 84,7
MARUFACTURING 943 2.3 1773 11,2 827 87.2
EHERGY, GAS, BATER a2 0.3 135 0.9 103 321.9
CONSTRUCTION 272 2.1 626 3.3 354 13,1
TRANSPORTATION 248 2.0 529 3.3 281 113.3
COMNERCE ' 318 2.4 742 4.7 432 139.4
BANKING 49 2.4 229 1.4 180 367.3
OTHER SERVICES 931 7.3 2066 13.0 1415 117.2
UHSPECIFIED 273 1.7 273
TOTAL 12620 100.0 15378 100.0 3258 23,8
HOH-AGRICUL TURAL 0.0 ]
ENPLOVHENT 2878 22,8 5483 40.9 3614 127.4
PERCENTAGE DISTRIBUTION OF ECONOMICALLY
ACTIVE POPULATION (%
SECTORS 1962 1985 1985/1962
AGRICULTURE . 77.2 9.1 18.1
absorbed relative
by share of
absorption
THDUSTRY 8.3 12.7 4.4 . 24,3
HINIRG g.3 0.5 0,2 1.1
MANUFACTHRING 7.3 1.2 L7 i
ENERGY-GAS-UATER 0.3 0.9 0.6 3.3
CONSTRUCTION 2.1 3.9 .8 2.9
TRANSPORTATION 2.0 3.3 1.3 7,2
COMMERCE 2.4 4.7 2.3 12.7
BANKING ¢.4 1.4 1.0 5.3
OTHER SERVICES 7.3 13.0 3.3 3.4
~ UNSPECIFIED - i.7 1.7 9.4
TOTAL 106.0 1m0 18.1 108.0
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Acco rding to the most recent estimates, there is a labour
surplus o I around 3.0 million persons. Some 966 thousand persons
are regis tered as open unemployed and actively looking for jobs
through t he Labour Placement Office and it is estimated that
disguised unemployment in agriculture accounts for around a
further & 65 thousand persons. ‘

The unemployment rate could have increased still further
but for t= he resumption of workers' emigration, mainly to the
Middle Eaast and a fall in the labour force participation rate
eagsed thes pressure on employment. The domestic labour surplus
ratio inczreased from 16.1 percent in 1984 to 16.7 percent in
1985. On the other hand, the surplus ratio exluding disguised
unemployment in agriculture, increased from 12.4 percent in
1984 to 1. 3.1 percent in 1985.

LABOUR MAPKET AND SECTORAL ENPLOYMENT IM TURKEY
{AGE 15 + IH THOUSAHDS)
(N1D-0CTORER SITHATION)

o L R T S T T A

T atatale el

CIVILIAN LABOUR FORCE 16595.0  16827.0 17062.0  17297.0 17933.0  17773.0 180610 132630
cluILIa EMPLOYHENT {5249,3  15228.6 15231.,3 15367.9 19467,0  15577.0 157762 1G077.8
[MERPLOYHEMT ERTLUDING

ABRICULTURAL LABDUR

SURPLUS (305.7  1588.4 18317 19251 20660 21960 228 23912
AGRICULTURAL LABOUR |

SURPLUS 20,0 7000 A0 7.0 6650 6.0 GESD 4650
DONESTIC LABOUR SURPLUS  2065.7 22884 29317 26298 Z73LD  ZBELD 29023 3056.2
SURpLUS RATI0 A R B P BV R
aeplus RATIO CEKCLUDING 8.1 9.4 107 12 ILE 124 124 13

DISRUISED UHENPLOYHMENT)

pOMESTIC CIVILIAN

EWPLOYNENT

ABRICULTURE 9537,0  9528.6  9520.0 95115 9484 94508  94E0.0  9390.0
THOUSTRY 12270 17533 70,8 18219 1§55.3 19107 19842 2eze.d
HINING 1200 1230 1240 1260 1148 1030 17 RS
NAHUFACTURTHG 60,0 15720 15480 15940 1628.0 16850 1748.2 17749
ELECTRICITY, GAS, WATER 97.0 0.0 990 1020 1130 1160 1242 135.4
CONSTRUCTION 52,0 577.6 . 9806 S8 584,00 9863 6056 6358
TRANSPORTATION 01,0 492.2 - 480.2 4911 4983 5073 705 529.0
CONMERCE 646.0 6377 . 682 6360 6753 69,4 7305 2420
BAMKING 40 280 T2IL0 2140 26,0 2170 2237 229.0
OTHER SERVICES 1700, 17276 1767.0 18180 18830 19350 2016.2  2066.0
UNSPECTFIED 7.8 I 2NG. A0 A0 2230 w0 273

TOTAL 15249.3  15233.6  15231.3  15367.9 154670 15576.7 15776.2 138770




Official labour statistics must be treated with reservations
because direct surveys are not made and the State Planning Organi-
zation's annual estimates are based on the extrapolation of popu-
lation census data and its own assumptions as regards production
and productivity.

How serious the unemployment situation will become in the
immediate future depends on the growth performance of the Turkish
economy. Only rates of growth, far exceeding 7 percent per annum
would be likely to substantially reduce unemployment. But balance
of payments and domestic stability considerations seem to rule out
markedly higher GNP growth rates for the near future. A peak growth
rate of 7.0 percent might be achieved in 1994 with markedly lower
rates in the interim,

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

The emphasis given recently to creating an outward looking,
more efficient economy may provide more employment per unit produced
as production in labour intensive sectors and sub-sectors of the
economy is encouraged at the expense of that in the capital intensive
fields. But it may also reveal serious bottlenecks 1in the skilled
labour supply. Hence the need for an educational policy better
oriented to the skills most required and likely to be required

by the labour market.

OPEN UHERPLAYNENT

1193 1933/1932 1984 1934/1983 1933 198571934
JANUARY . 486341 4.6 8347 0.2 8927 3.3
FEBRUARY k2235 30.6 664934 2.4 094823 34.9
HARCH 324210 27,3 7h12es 33,8 921662 3.4
APRIL 329024 24.4 935778
HaY J27428 2.5 743942 4.0 941279 2.
JUHE 535806 25.3 7533351 40.6 941055 24.9
JULY 338434 23,7 780589 43.0 934699 19.7
AUGUST 553392 26,8 794665 43.5  MM77 18.3
SEPTENBER : 369189 30,1 883130 4.5 944998 17.4
OCTOBER 387689 3.2 821302 0.0 951457 15.48
HOUEMBER 608928 .7 833322 3.9 93394 - 15.1

DECENBER 626175 3.6 96358¢ 7.9 966195 1.9
SOURCE:LABOUR PLACEMENT GFFICE «esmssssmssssssssssseeees
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OPEN UNEMPLOYMENT
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APPLICATICHS FOR EMPLOYMENT AND OPEN UNENPLOYHENT

1930 1981 1982 1983 1384 1985

APPLICATIONS DURING THE 504780 618137 630142 648837 683717 512390
YEAR
TOTAL APPLICATIONS BIESDE 1043068 1191548 1768386 1577498 (744196
ENPLOYHENT OPPORTURITIES

OFFERED 199358 201366 188946 200472 204415 {70002
TOTAL ENPLOYMENT

OPPORTUNITIES 198544 200531 209205 223562 244874 {97211
OPEN UNEMPLOYMENT 263354 341336 468654 626175 863589 966195

PLACEMENT DURING THE VEAR 163426 161048 151278 158042 178018 157690

Urban Unemployment

A survey conducted by the State Institute of Statistics and
covering urban centres with populations of over 10,000 gives for
the year 1984, the distribution of urban population by job positions
and sex, the total labour force, total employment, total unemployment,
those excluded from the labour force and the number of those at
the age of 12 and above.

The total number of unemployed in the year when the survey
was made was 854,646 or 3.6 percent of the total urban population
of 23.7 million people. It was higher for males and lower for
females. The number of unemployed males was 547,747 or 4.43 per-
cent of the total urban male population. The number of unemployed
females was 306,899 thousand or, 2.70 percent of total urban female
population. There were 148 thousand people, 128 thousand male and
20 thousand female, who were unemployed but were not seeking a Job.
According to the survey, there was another group of people, those
not effectively employed but who are also not desirous of finding
employment. These may be termed "rentiers" since their livelihood
is mostly assured by property ownership. In this category there
were 150,682 people, 88,163 males and 62,519 females.

The unemployment figures was almost the same as the 863.589 open
unemployed as determined by the Labour Placement Office. By 1985,
the number of unemployed had risen to 966,165,



DISTRIRUTION OF HOUSEHOLD MEMBERS BY
POSITIONS AND SEX

1984
------------------ T T e
HUHBER PERCENTAGE HUMRER PERCENTAGE HUMBER PERCENTAGE
T TR L N N T L I T B 1€ I T .
POPULATION OF 12 ¥ EEARS
OLD AHD QUER(1+2Y 16946679 71.40 8880567 71,77 gehilz 7101
1)PERSONS ACTIVE
ECOHONICALLY 2171729 .22 100.0 6116028 49.43 106,00 1055701 9.29  100.00
2)PERSONS AT WORKS 6146356 25.90 857 5422489  43.82  BB.66 723867 6.37 687
hOPERSONS WITH A =108 BUT
HOT AT WORK 770727 872 2,38 145792 Lig 2,38 24935 b2z 2.3
C)UNERPLOYED 54646 360 1192 47747 443 8% e8y A .
2)PERSONS INACTIVES
ECOHONICALLY 9774950 4118 100.0 2764533 22,34 10000 Z0M04ll 6L72 100.00
)UHENPLOYED MOT
SEEKING fi JOB 147359 M2 LSU 123167 103 464 19692 .17 0.28
b)SEASONAL HORKE RS NOT
SEEKING @ 108 59828 0.25  0.61 52926 843 L9 6902 A6 D0
CYHOUSEHIFE 5804653 24.46  59.38 5804652 5110 8280
DSTUDENT Nge32 879 21,34 1285497 10,39 46,50 800Rxs 208 11,42
IRETIRED 995663 4,20 1.9 83724 6,77 30,28 15844 1,40 2.26
DuaING PROPERTY INCOME 150602 063 LS4 saI63 ezt B9 619 08 0B
g)DISABLED 3902305 1.68 408 264724 2,04 958 133581 LI L9
h)OTHER 13626 0.5 1,35 107838 0.87 3.9 278 n.2f . 0.3
2)THISE UWDER 12 VEGRS 787109 28.6 493541 28.23 1203568 28.99

DISTRIBUTION OF HOUSEHOLDS BY
JOB POSITIONS AHD 3ER

(PERCENTAGE)
LABOUR FORCE STATUS WALE  FEWALE _ TOTAL
TOTAL POPOLATION(I+2#3) 52,14 47.86 100,00
POPULATION OF 12 VEARS 192,60
0LD AND OVER(1+2) 52.40 4760 100.00
L)PERSONS ACTIVE 108,00
ECOROMICALLY 85.28 1472 10000
3)PERSONS AT WORK §3.22  1.73 100,08
BYPERSONS WITH & JOB BUT 100,90
NOT AT HORK §5.39  14.61 10000
CUNERPLOVED 64.09  35.91 10080
2)PERSONS TNACTIVE 100.00
ECONOMTCALLY 20.28  7L72  100.00
2)UNENPLOYED HOT
SEEKING A J0B g6.68 1332 10000
b)SEASOHAL. WORKERS HOT 10000
SEEKTHG A J0B 98.46 1154 100,00
CIHOUSEVIFE 109,00 100,00
4)STUDENT 61.62  3.38
e)RETIRED .09 1591 100.00
£HAVING PROPERTY INCOHE 58.51  41.49  100.00
gIDISABLED 66.46 3354 100,09
h)OTHER 81,93 18,07  180.00

3)THASE UHDER 12 YEARS St.47 48,53 106.00
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Wages of Insured Workers

In 1985, gross wages of insured workers covered by Social
Security increased by 32.3 percent, net wages by 30.5 percent and
the cost of living by 45 percent. In real terms, gross wages decreasecy
by 8.8 percent and net wages by 10 percent last year.

‘ GNP Daily Total
GNP Employment Employment Gross Wage
(TL.. Bn.) (000) (000 TL) Wage(TL) GNP

1980 4,435 15,231 291.2 427 .0 1.47
1981 6,554 15,368 426 .5 543.8 1.28
1982 8,735 15,467 564.8 691.0 1.22
1983 11,549 15,577 741 .4 944 .4 1.27
1984 18,353 15,776 1,163.3 1,307.0 1.12
1985 27,718 15,878 1,745.7 1,729.0 0.99

The 1985 daily wages of insured workers were roughly equal
to the GNP created by all those in employment, but in 1980 wages
were 47 percent above daily GNP.

GNP

Non Agr. Non Agr. (Per day Daily Per Day

GNP Empl. Per Worker) Gross Wage

(TL. Bn.) (000) TL Wage (TL) GNP

1980 3,495 5,711 1,677 427.0 25.5
1981 6,203 5,856 2,902 543.8 18.7
1982 8,025 5,986 3,673 691.0 18.8
1983 9,387 6,126 4,197 944 .4 22.5
1984 14,887 6,356 6,483 1,307.0 20.2
1985 22,861 6,488 9,654 1,729.0 17.9

Excluding agriculture, the gross daily wage of insured workers
was 17.9 percent of GNP created per worker, per day, a ratio which
compares unfavourably with the 25.5 percent of 1980. In percentage
terms, the gross wage in 1985 was 30 percent lower than in 1980.
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Index Of
Per Capita Daily Per Day
GNP : Gross - _Wage
Per Day(TL) Wage(TL) - GNP
1980 | 100.0 100.0 100.0
198°L 173.0 127 .4 73.6
198=2 219.0 161.8 73.9
1983 250.3 221.1 88.3
1984 386.6 306.1 79.2
1985 575.7 404.9 70.3
‘ GNP
Employment Net Wage )
(000 TL) per -day .
() (2) (2)/(1)
198 O 291.2 224 .4 0.77
1981 426.5 343.4 0.81
1982 564.8 429.9 0.76
198 3 ‘ ' 741 .4 588.0 0.79
198 4 1,168.3 887.8 0.76
1985 1,745.7 1,158.3 0.66
Non Agr.GNP
Per day,per Net Wage Wage
worker Per Day GNP
1980 1,677 224 .4 13.4
1081 2,902 343.4 11.8
1082 3,673 : 429.9 11.7
1983 4,197 588.0 14.0
1084 6,483 887.8 13.7
1985 9,654 1,158.3 12.0

Net wage have fluctuated in different ways due to changes in
the income tax rate and other deductions. It fluctuated in a
roughly regular way between 1980 and 1984, but showed a serious
downward deviation in 1985.

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

Average gross wages of insured workers have fallen
compared to per capita Gross National Product from 1.56 in 1980
to 1.12 in 1985. :



Annual Gross
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Wages of Per Capita
Insured Workers Income
Years (1) (2) (1)/(2)
- 1980 155,840 99,805 1.56
© 1981 198,502 144,467 1.37
1982 252,226 188,613 1.34
1983 344,695 244,276 1.41
1984 477,055 380,251 1.25
1985 631,085 562,562 1.12

In'1985{ gross wages of insured workers amounted to 631
thousand TL in annual terms or 52,590 per month, 12 percent
above the per capita GNP,

Emigrant Turkish Workers

For the last five years the emigration of Turkish workers has
fluctuated around the 50 thousand per year mark. Whilst there was
relative stability in the total of emigrants, the composition according
to countries showed major variations. Whilst emigration to Irak and
Libya has considerably decreased, that to Saudi Arabia has shown a
rising trend.

Out of 47,353 emigrantworkers in 1985, 1,612 emigrated to Iraq
9,680 to Libya and 35,067 to Saudi Arabia.

ENIGRATIGN OF TURKISH WORKERS BY COUNTRIES

PERSUNS/YEARS
CBUNTRIES 1481 1982 1983 1984 1983
usa 17 13 ] 6
AUSTRALIA 124 125 181 143 250
AUSTRIA 184 12 7 2 16
BELGIUM 13 Z 2 3 7
DENHARK 6 3 3 13 23
Y. GERMANY 274 61 43 17 23
FRANCE 6 9 4 4
HOLLAND E)| 2 4 3 5]
UKITED KINGDOM n 8 & 4 18
SWITZERLAHD 379 163 209 69 1o
IRAQ 10467 8906 7367 2430 1612
LIBYA 36667 26686 23292 16410 7620
SAUDI ARABIA 14379 12323 20238 21769 35067
OTHER COUHTRIES 1999 1073 1109 726 944
TOTAL 38753 43815 47333

49308 52470

SOURCE: LABOUR PLACENENT OFFICE



- 50 -

ENIGRATION OF TURKISH MORKERS

YEARS HUMBER CUMULATIVE YEARS HUMBER CUMULATIVE
oF aF
RORKERS HORKERS

1962 11185 11183 1974 20251 809022
1963 30329 41513 1975 4419 81441
1964 66176 108689 1976 10558 823999
1965 si520 159209 1977 12084 943083
1966 34410 193619 1978 19084 861935
1967 8347 202564 1979 23630 8885A5
1968 43204 245770 1980 28503 914068
1969 103975 349747 1981 58753 972824
1970 129573 479320 1982 49388 1922209
1971 88442  S67762 1983 52476 1074609
1972 §5229 652991 1984 45815 1120424
1973 133820 728311 1983 47333 1167777

Collective Bargaining. Agreements

A total of 2,721 collective bargaining agreements were put
into force in 1985, 635 of them with public establishments and
2,086 with private enterprises.

The total number of establishments covered by these collective

pargaining agreements was 12,702, of which 9,619 were public and
3,083 private establishments.

The total number of workers covered by 1985 collective bargaining

agreements Wwas 919,810, out of which 647,582 were working in public
establishments and 272,228 in private concerns.

COLLECTIVE BARGAINIHG AGREEMENTS

1980 198 1982 1983 1984 1983

COLLECTIVE BARGATNING

AGREEMENTS 1812 647 Kyl 391 1183 a7l
PUBLIC 445 233 1038 41 9 LEH]
PRIVATE 1363 392 2183 730 794 2686
HUNBER OF WQRKERS 39987 465293 1169804 261264 340095 919810
PURLIC 226665 357850 727692 174287 147163 647582
FRIVATE 93322 10733 442112 86977 192932 . 272228
HUNBER OF ESTABLISHHENTS 3303 3794 18150 3468 4258 12702
PUBLIC 2618 2746 8122 3875 1499 9619
PRIVATE 1833 1048 16028 1593 71 3083

SOURCE: SUPREME ARRITRATION BOARD



1) Banknotes

CHAPTER I

MoNETARY TRENDS

Issued and Money Supply

The banknote
December 1985, by

in issue to 1,393.

TL. at the end of

issue increaséed by 43.3 percent up to the end of
420.9 billion TL., raising the total banknotes

5 billion TL., as compared with 972.6 billion
1984.

HATH MOHETARY INDICATORS
(BILLION TL)

BANKNOTES ISSUED
RESERUE MOMEY

NOKEY SUPPLY(H2)
BAHKHOTES INW CIR-
CULATION
BEPOSIT MOMEY

CENTRAL BANK CREDITS
PUBLIC
PRIVATE
DEPOSIT BAHK CREDITS
HET CREDIT VALUNE

TOTAL DEPOSITS
SAVINGS DEROSITS

PERCEHTAGE CHAHGE

1982 1983 1924 1935% 192371982 193421922 1385/1904
542,72 730,31 97260 1,393.54 3460 314 4228
92,30 1,3%.10 2,1001.40 2,932.60 4816 50,52 29,55
2,554.14 3,280.44 5,178.99 8,2314 22,75  S7.49 549
411,87 547,54 73552 1,046.84 3294 .33 413
2,142.27 2,740.90 4,443.47 7,196,390 2794 6212 6173
910,50 1,234.07  979.94 1,299.64  35.54 2070 477
578.00 64500  565.30 91700 1.6l -12.%7 2.2l
32,50 588.97 3464 36264 7713 ~46.53 21,6
1,805.56 2,417.46 3,149.25 5,604.62 3289 3.7 7%
2.668.40 3,426.36 4,230.80 7,150.44  28.41  2LS1 6899
2,357.42 3,083.16 4,980.80 8,061.68  20.79 €155 61.%%
1,476.20 1,898.32 3,252.40 5,316.77 28,59 7133 6347

* PROVISTONAL

The inc¢rease in the note issue was approximately equal to the

annual average rate of inflation,
an increase 1n the income- ve1001ty of circulation from 22.71

while at the same ftime there was
in

1984 to 23.57 in 1985,



YELGCITY OF CIRTHLATION OF HOHEY
CEILLEGH TL)

Banknotes fzzyed

thnmuat Ausrages) G H.P.  Uelacitu
1980 228.8 4435,1 19,38
1731 Fé1.9 635, 4 20,36
faay 447, 2735,1 13,50
1922 341 11342, ¢ .3
1984 27,96 18332.8 22,71
1985 1176.07 27718.6 23,

The monthly issue of banknotes increased by 25.4 percent in
Aucsust 19835, raising the 12 months® increase to 60.7 percent,_and
by011.3 pezrcent .in June 1985, raising the 12 mgnths‘ rate of inc-
rease to 46.4 percent, both rates being much hlgher than the end-
of-the-ye:AaTr 43.3 percent increase in banknotes issued.

This mid-year explosion in the note issue may have alfected
prices in the second half of 1985 and may be expected to continue
to affect them in the first half of 1986.

The M2 money supply followed closely the variations in the
jesue of Pranknotes. After relative stability at around 63.2 percent
annual rate of increase for the first five months of the year, the
rate of increase in the M2 money supply jumped to 65 percent in
July, to 67 .3 percent in August, and ended the year at 57.3 percent

BANERGTES  15SUER
(EILLION TL)

anaL
PERCENTANE THAHGE ‘ WOMTHEY % CHANGE
1983 1984 1925 1923 194 1905 1923 1984 1985
EHD OF PREV vEaR  242.70 790,59 972.%
Jan 435, 80 671,40 911,07 K (ST | 15,70 -{0.47 -2.09 -6.33
FER 481,90 660,40 922.13 26,31 37.04 19,62 -1.79 ~1.63 1.2
HAR 47,2 718.2 36,41 R4 47y 34, 56 50 8,75 4,90
OED 328,56 72,40 974,31 A 2.8, 3506 2,43 9.45 g5z
iy 49,30 714,90 1068, 87 250 42,02 5Le3 -,08 2,28 5.71
Jui 310.50 ala.ar o192l 23,50 53,24 45,42 2,66 [5.32 11,35
L 562,24 800,40 1166, 73 .78 42,74 45,78 10,15 -1,53 -1,97
Al 360,80 910,50 1463,23 1530 42,3 40,71 1,24 12,76 25,41
DT 541,90 00,5 376,28 LA ps 17 2,94 -1, -1.0@ -5,
act 467,81 293, 20 (327,13 2950 34,55 43.25 7.2 9,58 -2,57
Haw 678,50 274t 1282.8 I BT 45,92 LE 1.5 1,94
ke 0,5t R 1393, 54 MY 25,79 43,73 .70 -0.%7 a0t

AUERARE YEAR-ON-VEAR
% CRANGE 25,49 43,93 44,90
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RESERVE MONEY MULTIPLIER

]

BB —
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On the other hand, the annual average rate of increase in the
M2 money supply was 61.5 percent in 1985, a high rate when compared
with 1983 and 1984, when the averages were 38.8 percent and 49.2
percent,respectively.

The Central Bank's control of the money supply 1s based directly
on management of reserve money and indirectly on the reserve money
multiplier. ’

Excessive increases in Central Bank credits to the public sec-
tor caused difficulties with respect to the control of increases in
reserve money and more than half of the increase in reserve money
was due to credits granted to the public sector; on the other hand,
reserve money increases due to the augmentation of foreign resources
were limited. Among the increased credits to the public sector,
short-term advances to the Treasury constituted the largest share.
In spite of real decreases in the Budget deficit, payments on foreign
debts forced the Treasury to use internal resources, in other words
resources of the Central Bank. In addition to the increase in short-
term advances to the Treasury, credits granted to other public

authorities also showed increases in 1985,

Reserve money showed considerable increases in the second and
third quarters of the year but no increase in the last quarter.

In order to slow down the rapid expansion of reserve money,
Treasury bonds and government securities were auctioned weekly
“to the banks and other financial intermediaries.
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In order to minimise the overall increase in foreign holdings,
the Centra.l Bank preferred to borrow foreign exchange from the
banks rather than purchase currency outright. : :

A lower rate of interest paid on reserve requirements was
instrumental in slowing the increase in reserve money.

in spite of these measures, increases in reserve money continued
until Sept ember. In the last quarter of the year it became possible
to decrease reserve money by controlling short-term advances to the
Treasury and other public authorities. -

In addition to the increases in reserve money, the reserve
money multiiplier increased considerably in the second half of the
year. These two upward movements resulted in a substantial rise
in the M2 money supply over the full year.

The banknote issue as a percentage of the total resources of
the Central Bank decreased from 26.3 percent in 1979 to 16.3 per-
cent in 1984 and to 15.9 percent in 1985, the intervening years
having fluctuated between 18.5 and 20.1 percent.

BANKNOTE ISSUE/TOTAL CENTRAL BANK
RESOURCES
(Expressed As %)

1979 1980 1981 1982 1983 1934 1985
26.26 20.09 18.44 20,09 18.72 16.33 15.90

The issue of banknotes accelerated sharply in 1985, as compared
to the preceding two years. A comparison of 1984 and 1985 indicates
a higher inflation and a lower rate of issue of banknotes in 1984,
a lower inflation but a higher rate of issue of banknotes in 1885.

HONEY SUPPLY (H2) (BILLION TL)

ANRUAL
PERCENTAGE CHAMGE

1982 1984 1985 1983 1984 1985

END OF PREV. YEAR 2554,10  3208.44  5178.99 ‘ 4
JAH 237730 3136.33 5028.88 52.06 3.9 60,34

FER 2403.10  3246.14  5260.35 47.21 35,08 62,05
KAR 2428.10  3939.17  5517.43 a6.03 45.160 9.9
APR 2506.40  3562.00 5683.92 44,07 42.12 39.62
Hay 252470 3669.91  5992.0% 42.93 45,36 63.27
JUR 2576.20  926.77 6304.17 42,15 52.42 0. 54
JUL 2670.30  3949.04  6327,76 37.33 4789 63.30
AlG 2682,40  4207.58 7040.99 3.8 6. 86 67.34
SEPT 2685.20 4276.73  7060,66 27.88 39.27 65.09
acT 2838.70  4405.69 7208.22 2%.93 53.20 63,64
Ky 2911.40  4695.11  7419.75 0.8 6l27 38.03

DEC 3288.44 5178.9% 8145.48 28,75 3.4 57.28

AVERAGE YEAR-GN-VEAR
% CHANGE 38.90 43.17 61.53
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7 To_summarize, the broad, M2 money supply increased considerably
in 1985 as a result of two factors: time deposits and the banknote
issue.

As a percentage of total deposits, time deposits increased
from 56.4 percent in 1984 to 59.3 percent in 1985, whilst . the
shares of all other categories of deposits decreased: demand
deposits from 8.9 percent to 6.7 percent, commercial deposits
from 23.3 percent “to 22.9 percent, and other deposits from 11.4
percent to 11.1 pgercent, :

2) The Demand For Mohéy

The demand for money, expressed as a percentage of GNP, declined
to 3.8 percent in 1985, from 4.0 percent in 1984. It followed g
SiX year cycle, with one year at 4.0 percent followed by a decrease
to 3.8 .percent in the following year,

Commercial sight deposits as a percentage of GNP remained
constant at 5.6 percent.

- Savings sight deposits continued to decline, from 3.8 percent
in 1983 to 2.4 percent in 1984 and to 2.0 percent in 1985,

The M1 money supply was thus reduced to 11.3 percent of GNP
in 1985, from 14.0 percéent in 1983 and 12.1 percent in 1984.

“DEMAND FGR MONEY
{As percent of GHP)

1971-1975  1976-1980 1979 1988 1981 1982 1983 1984 1985

LCurrency 5.9 5.3 5.2 4 3.8 4 3.9 4,0 3.8
23Commercial Sight Dep, 4.4 5.9 3.2 4.7 9.7 6.4 6.3 a7 5.6
3)8avings Sight Dep, 9.1 6.6 3.4 3.7 3.2 2.8 3.8 2.4 1.9
4) NI={1D+(2) (D) 19.5 17.5 15.9 12.4 12,8 13.2 14 2.1 1.3
9)Time Deposits 5.7 3.3 2.7 2.7 6.4 8.4 2.3 14,5 19,8
6) N2=R1+(5) 25.2 20,8 18.6 15,1 19,2 21,6 23.3 23.0 29.6
7)Public Deposits 2.7 2.2 1.9 1.5 9 2.2 2.5 3.1 3.2
8) N24(7) 7.9 02 20,3 16.6 21 23.9 25.8 .1 32,9
9) M2-(2) 20,8 15.3 13.4 10.4 13.5 15.2 17 22.4 24.0

As a result of a positive real -interest rate for the last
five years, the share of time deposits to GNP continued its long-
run ascent from a 2.7 percent level in 1979 and 1980, to 14.5
percent in 1984 and to 15.8 percent in 1985,
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Mainly as a result of developments in time deposits, the M2
money-supf)ly attained a record level of 29.6 percent of GNP, com-
pared to 15.0 percent in 1980, the lowest for the last six years.

Commercial sight deposits may be reckoned to be indicative to
some extent of the banks' practice of requiring that compensating
balances in the form of commercial sight deposits be held by customers
tor a certain proportion of the loans extended to them. Whilst it
ig difficult to estimate what proportion of total commercial sight
deposits is represented by such enforced deposits, the analysis of
the demand for money becomes more meaningful if commercial sight
deposits are subtracted from the broad definition M2 money supply.
With this adjustment, the demand for money ratio of M2 to GNP attained
24 .0 percent in 1985, an increase of one percentage point when
compared'with 1984. This ratio reflects the improvement achieved
in five years from 10.4 percent in 1980.

3) Deposit Banks' Deposits

The policy of reviewing interest rates at quarterly intervals
in the light of developments in the current rate of inflation
initiated in 1984, was pursued in 1985. The aim is of course,’to
ensure positive rates of interest on money deposited with the banks.

The real interest rate was as high as 7.6 percent in 1985,
compared with 5.1 percent in 1984.
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NOMINAL AND REAL
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, REAL
INTEREST RATE

Hominal Deposit Real Deposit  Real Deposit
Year Interest Rate  Interest Rate Interest Rate

(Haxinum) (Haxisun)* (Maximyn )i
1975 9.00 -0,97 -18.18
1976 9.00 -3.67 ~7.31
1977 %00 -12.15 -13.35
1978 17.25  -12.15 -27.63
1979 22,67  -25.16 ~24.90
1989 30.00 -37.27 -33.07
1981 .17 9,06 8.4
1982 56,090 19.76 13.04
1983 42.50 9.07 18.63
1984 33.00 0.65 3.08
1985 56.00 11.47 7.99

¥Deflation by Wholesale
Price Index

¥ADeflation by Istanbul
Cost of Living
Index

Real Inter {14nominal interest rate)
est Rate ( - - 1)%100
(1+inflation)

H

Overall, bank deposits increased by 58.2 percent in 1985,
raising the total to 7,136 billion TL. from 4,511 billion TL. in
1984. The acceleration of bank deposits started in February and.
continued to the end of September, when it reached an annual rate
of increase of 68 percent. However, the rise in deposits slowed
sharply in the final quarter and by the year-end the annual rate
of increase had fallen to only 59 percent.
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TOTAL BAMK DEPOSITS BILLION TL

1982 1983 19%4 . 1983 83/82 84783 89/84

EHD OF PREV.YERR 1234.5  2141,7  2786.4  4510.9 73.49 3.4 61,59

JaH 1412.5  224%.6 2988 4778.2 59.93 33.06 39.91
FEB 1449, 223%.3 30134 43%20.1% 94,56 .57 63.27
HAR 1490.5  2253.6 K3 I 51.20 41.46 23,02
APR 1562 2239.3  3383.8  5469.5 46,36 47,81 61,64
HAY 1618,9  2341.6  3465.7  5633.4 44,64 43.01 63.12
JiUN 1633 2418 3938.3 52319 48.07 46.32 64,82
JuL 1683.9  2472.2  36%.8 60452 46.81 49.53 63,53
AlG : 1743 2519 3739.5  6275.6 44.36 49.23 66.93
SEP 1812.6  2550.8 874 63135 40.73 31.87 85,19
ocTY | 1895.8  2536.%  406%.2  6637.3 37.18 37,30 64.34
HOY 1975  2638.8  4225.1 6860 33.61 60.11 62.04
0EC 21417  2786.4 45109 7136.2 30.10 £1.89 58.20
AUERAGE YEAR-ON-YERR % CHAHGE 44,73 48.43 83.32

When expressed in real terms, that is by deflating them with
the Wholesale Prices Index, total deposits were 15.0 percent above
their 1982 level and 17.1 percent above their 1984 level,

REAL BANK CEPOSIT IWDER

1982 1983 1984 1985

VHOLESALE PRICE THDEX ' 7
(1981:160) ' 136.2 19,8 293.0 43,0

REAL BAHY DEPOSITS IHDEX -
TH 1981 COHSTANT PRICES:

TOTAL BAMK DEPOSITS 105,00 934 98.2 115.0
SAUTHGS ' _ 100.6 91.7 lo2.4 1241
COMMERETAL 1000 8.8 B2.0 94.6

OTHER 160.9 117,68 118.4 134.7




The average rate of increase in total bank deposits reached
63.3 percent in 1985, compared to 44.7% percent in 1983 and 48 .4
percent in 1984. The increase was mainly due to increases in time
deposits, the share of which increased from 56.4 percent in 1984
to 59.3 percent in 1985. Due to the increase in time saving depo-
sits, and in spite of the decrease in savings sight deposits, the
share of total savings deposits increased from 65.3 percent in
1984 to 66.0 percent in 1985, whilst that of commercial deposits
decreased from 23.3 percent to 22.9 percent and rate of other de-
posits from 11.4 percent to 11.1 percent,

COMPOSITION OF SAVIHGS DEPOSITS <BILLION TLY

1981 982 1983 1984 1983

TOTAL SAVINGS 883.2  1476,2  1898.3  3252.4  5316.8
(100.00) C100.06) (100.00) (100D (en

DERAND 2en.9 270,32 362, 1 442,7 a40
(20.00)  (18.3) (29,60 (3.8 i,

THE 662.3 1205, 1336.2  2809.7  4776.8

(73.00)  (8L7)" (70.4) (3640  (32.D

CORPOSITION OF BANK DEPOSITS (%)

1961 1982 1983 1984 1983

SAUINGS DEPOSITS L] 62,6 61.3 63,13 65.0
DEMARD 14,8 1.4 18.2 8.9 - 6.7
TIKE 43,9 3.2 43.2 3.4 39.3

COMMERCIAL DEPOSITS a5 27.3 26,3 23.3 a2

OTHER i1 9.6 12 1.4 1.1

TOTAL 100 teg i 100 180
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f4) DepositS With the Central Bank

Total deposits at the Central Bank increased by 27.5 percent
in 1985, bringing the total to 1,630.4 billion TL. from 1,278.8
pillion TL. in 1984. Central Bank deposits were mainly increased
by the deposit banks' additional statutory deposits in respect of
sight and time deposits; these banks'! total deposits with the
Central Bank increased by 393.7 billion, or by 37.1 percent, within
which total -their statutory deposits increased by 34 .2 percent
from 997.5 billion in 1984 to 1,338.4,billion TL. in 1985,

DEPOSITS VITH THE CENTRALBANK

TL BILLICH
BNuAL (%) CHANGE
1983 1934 1983 1984 1985
PUBLIC ADMIRISTRATIONS 191.0 3.3 119.8 -80.5 220.6
Treasury #Gen.Budget 184.3 22,3 94.8 -87.7 3251
annex. Bud. Ada. -- - -~ _
Local. Ade 2.5 14.2 24,9 $9.5 72.3
Others 8.2 8.8 0.3
PUBLIC ENTERPRISES 18.6 356 19,5 9.9 ~38.3
State Monopolies = - - '
Others 18.6 3.6 19,5 69.9 -38.3
DEROSET MOMEY BANKS 645, 0 1061.% 1455.6 64,6 3.1
Free Deposits 81.2 6.7 167.0 ‘ -24.9 73.4
Required Reserves 561.1 997.3 1338.4 77.8 3.2
Banks Lig. Fund 2.7 2.6 16.2 -1.7 292.3
OTHER FIRANCIAL IHST. 0.5 4,2 §.2
OTHER SECTORS . 137,76 143.7 39.3 . 4.3 -75.3
TOTAL - 933 1278.8. 1630.4 8.8 205

5) Credit Developments

Total Credit Stock

The net credit stock increased by 69.0 percent in 1985, bringing
the net credit volume index up from 73.7 percent in 1984 to 90.1 :
percent in 1985, but still 9.9 percent below the 1982 level.
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CREDIT STOCK (BELLION TL)
1982 1983 1984 1985 g3/82 £4/83 83/84
END OF PREY,VEAR ' 1851.3 2404.9 A¥.2 40205 29.69 30.67 28,16
JAK 2001.1 2333.7 3358,3  4050.0 26,62 32.55 20,60
FEB 2006, 5 2368.2 3374.9  4004.4 28.M 3.4} 18,65
HaR 2030.6 2610.3 M13.2 40664 28.53 0,76 [9.14
APR 2107.3 2719.9 383.7 427400 29,07 31.83 19,20
nay 2157.1 2731.2 3647.7  4347.5 26.61 33.36 19,18
JUK 2174.9 C 2787 2673.3  4438.0 2,76 . B 20.73
JUL 2241.5 2877.4 792.2 4715.% 28.33 3.78 24,34
G 2287.5 2979.2 3828.6  4921.6 28,05 30.70 28.53
SEP 2292.3 292,56 3239.1  3045.8 8.7 36,47 .43
0cT 21523 29916 3937.5  5262.6 22.12 32 363
How 2407.6 321.8 956,88 5440.3 29.66 26,75 7.5
[EC 2400.9 N2 4020.3  5709.7 30,67 28,16 42.01
AVERAGE YEAR-ON-YEAR ,
% CHANGE 28,35 30,9 26,40
PEAL CREDIT IHDEX
1982 1933 1984 1985
WHALESALE PRICE INDEX
- {1931 100) 136.2 130.8 293.0 4030
REAL CREDIT IMDER
(IN 1921 CONSTANT PRICES)
CEHTRAL BANK CREDITS tog 96,3 44.9 42.¢
PHBLIC {06 79.7 46.2 a3.4
PRIVATE 160 126.2 42.8 38,6
DEPOSET BANK CREDITS 100 93 a1 104.4
THUESTHENT & DEVELOPMENT
BANK CREDITS 100 88,5 72.0 62.9
NET CREDIT UDLUME il 2 73.7 9.1
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CREDIT DEVELGPMENTS (BILLIDN TL)

ANNUAL % CHANGE

1933 1984 1335 1924 1933

CENTRAL BANK CREDITS 1234,07  879.94  1299.64  -28.71 47.79
PUBLIE 643,10 565.30 917,00 -12.%7 62.21
PRIVATE 398,97 314,64 332.64  -46.58 21,61

DEPOSIT BANK CREPITS 2417.46  3149.25  5604.62 30,27 77.97

TMUESTNENT & DEUELOPNENT

BANK CREDITS 428,15 935.00  646.00 24.96 20.75

Central Bank Credits

Total Central Bank credits increased by 47.7 percent in 1985
from 879.9 billion TL. to 1,299.6 billion TL. The increase was
mainly due to the 60.0 percent expansion of Central Bank credits
to the public sector, since credits to the private sector increased
by only 21.6 percent.

The credit stock did not show any appreciable change in the
first half of the year, fluctuating around an annual rate of inc-
reage of 20.0 percent. The credit stock started accelerating in
June and ended up with an annual rate of increase of 42 percent.
Yet under the weight of the first half of the year, the average
rate of increase of the credit stock for the full year amounted
to 26.4 percent, somewhat below the average increases of 28.4
percent for 1983 and 31.0 percent for 1984,

In real terms. the change in the credit ctock continued to be
negative durlng the first eleven months of 1985 but become positive
in December.

CEHTRAL BANK CREDITS (BILLION TL)

1983 ‘ 1984 1983 ¥

PUBLIC . PRIVATE  TOTAL PUBLIC PRIVATE TOTAL PUBLIC  PRIVATE TOTAL

EHD OF PREV. YEAR 578,80 3325 910.5 645.1 a8%.1  1,224.2 823.9 479.9  1,303.7

JAH 3 554.4 2825  836.9 6353 4832 11185 1.9 4169  1288.8
FEB 5633  209.5 8728 5973  500.4 10977  O18.6  426.% 1345.5
HaR S 3.8 - 879.3  £35.4 4930 11285 1010.1  439.2  1449.3
APR 568.3 3314 897.0 6415 4911 11326 1009.7 4147 14244
XAY 56 3390 8724 646.2 4633 11095 939 4748 14127
JU S61,1  339.%  900.2 7001 568.8 12689 10318 505.4  1537.2
m $68.9 4024 L3 7223 490.6 12129 1068.3 4216  1489.9
AU 572.3 30,5 9.8 7285 5357 12642 146 S0L.6 16476
SEPT 590.8 745  %5.3  730.8  463.8 12006 1171, 468 16391
0T © 591 4669 10579 7516 442.9  1199.5  1085.3 413 1518,3
HoU §07.4 4757 10831 7382 466.5 12047 11047 477.3 1582
DEC 645.1  589.1 12342 762.8 4416 12044 1150.7  456.4  1607.1

¥ PROVISTONAL
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The distribution of Central Bank credits as between the public
and private sectors shows important variations in line with the
changes which occured in 1984, The main change in 1984 was that
short-term advances to the Treasury more than doubled their share
of the total, from 27-29 percent during 1980-1983 to 60 percent
and then rose to 61.1 percent in 1985. Agricultural support credits
which decreased from 25.0 percent in 1981 to 15.0 percent in 1983
and 5.0 percent in 1984 increased in 1985 to attain,a 9.5 percent
share of the total.

DISTRIBUTION OF CENTRAL BAHK CREDITS BY ECOMGHIC SECTORS )

1984 1981 1382 1583 134 1985

Rduances to Treasury 28,8 28.3 2%.2 27.4 &0 6l.1
Agricultural Support 22.5 25.3 22.3 15,6 9 9.5
Agriculture 0.8 8.1 2.4 3.8 3.7 3.3
Industry 7 23.3 29.4 27.2 21.9 19.8
Se3ll Artisans 1.1 1.4 1.3 1.6 2.8 2.1
Export 7.3 12.2 1.1 14.7 3.8 2.5
{omaerce 2.5 1.4 4.3 9.5 2 1.9
Other - - - - t.s LS
TOTAL 100 104 109 fo0 166 109

Deposit Bank Credits

As compared with 1984, the distribution of deposit bank cre-
dits by economic sectors for 1985 shows increases for agriculture
industry, construction and imports and decreases in the cases of
small artisans, exports and domestic trade.

DISTRIBUTION OF DEPOSIT BANK CREDITS BY ECONOMIC SECTORS (%)

1980 1981 1982 1983 1984 1985

Agricuttupe 18.5 20.2 8.6 21.2 16.9 7.2
Industry . 33.4 34.8 3.9 21,7 27.2 .z
Spall Artisans 4.7 4.8 5. 5.2 L3 4.6
Construction 4,8 2.5 3.9 5.4 7.9 10.6
Tourisa 0.1 8,2 0.1 i.1 8.2 0.1
Export 3.4 7.1 2] 22.6 18.1 12,8
Inport 2.1 2.3 3.2 1.9 4.3 4.6
Domastic Trade 9,5 1.2 15.7 9.9 17,5 15.0
Other Financial Inst, - 0.1 0.3 0.4 0.6 0.3
Undistributed 2L.5 6.8 1.2 1.6 2 3.6
TOTAL 100 100 100 100 106 160




- 66 -

Deposit bank credits increased by 51.6 percent in 1985 according
to end of year figures, compared to a rise of 27.3 percent in 1984.
But, on the other hand the average rate for 1985 is only 26.8 percent
as against 35.0 percent in 1984. The low average rate for 1985 is
due to the low rise of rates registered in the first half of the year.
‘The acceleration in deposit bank credits started in June at 20.65
percent and continued thereafter to a peak of 51.6 percent in

December.

DEPGSIT BANK CREDITS

PERCEHTAGE CHAHGE

1982 1983 1984 1985 83/82 84/83 an/ed

EMD OF PREYV.VEAR  1186.8  1587.2  2187.3 2784.¢6 .74 ar.8l 27.31
JaN 1282,5 16937  2370.6  2738.2 22,06 39.97 15.31
FER 298,  1717.8  2419.2 2737 2.3 40,83 13.70
HRR 1318,2  1744,9  2438.9  Z/70.9 32.37 39.77 13.61
aPR 1379.8 13334 2350 2928.1 2,87 .09 14.93
Hay 14359 1872.6  2605.7  3064.8 a4 39.15 17.62
JUM 1445,8  1906.3  2607.6 3146 31.85 36.79 20,63
JUL 14895  1996.2  2666.4 33514 34.02 3.9 23.69
AUG 1516  2036.3 26211 35159 M.32 32.16 .6l
SEP 1521.4  2043.6  267%.8 35724 .32 30.94 3.5
0cT 1569  2070.8 I7R.7 378LS 31,98 3 38.26
HOU 1597 21865 27986 4016.6 36,9 26.17 43,60
DEC 1587.2  2187.3 2784.6 42226 7.4 27.31 3164
AUERAGE VEAR-OH-YEAR % CHANGE 3348 35.89 2.0t

In spite of the increase in bank credits in 1985, the credit/
deposit ratio did not increase; on the contrary, it decreased from
61.7 percent in December 1984 to 59.2 percent in December 1985,

In real terms, with 1982 as the base year (100), deposit bank
credits, after having decreased to 95 in 1983 and further to 81 in
1984, exceeded the 100 mark last year, risihg to 104.4 and “indicating
a major improvement in 1985.

Investment and Development Bank 'Credits

Investment and development bank credits increased at less
than the inflation rate, decreasing further the real terms cre-
dit index of these banks from 100 in 1982, to 88.5 in 1983, 72.0
in 1984 and to only 62.9 in 1985.
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THUESTMEHT & DEUELOPMENT BANK CREDITS BY ECONOMIC SECTORS (%)

i98€ 1981 1982 1983 1984 1985
Industry 85.3 8.1 91.3 9.8 922 92.0
Hining 9.4 2.6 2.1 1.7 2.4 0.2
Energy 7.5 3.7 10.4 9.9 8.9 8.7
Hanufacturing 72.4 76.8 79.3 8.2 8L.9 83.2
Transportation and Con, 13.9 10 7.1 5.7 4,6 3.8
Tourise g.8 0.% 1.4 2.5 3.2 4,2

ToTAL 160 100 180 il 100 1on

There were few. changes in the relative shares by economic sec-
tors of investment and development bank credits. Manufacturings
share increased from 80.9 percent in 1984 to 83.2 percent in 1985,
that of tourism increased from 3.2 percent to 4.2 percent, whilst
credits to mining decreased from 2.4 percent to 0.2 percent and
those to transportation and communications dropped from 4.6 percent
to 3:8 percent of the total.

6) The Financial Sector's Intermediation of the Economy

From December 1984 to December 1985 the net flow of funds
realized through the intermediation of the financial sector amounted
to 1,444 billion TL., after deduction of 1,200 billion TL of
amortization funds in the Central Bank accounts. It has been assumed
thad banknotes in circulation were kept by private enterprises and
households and undistributed accounts were related to private enter-
prises and households.

It is reckoned that 63.8 percent of the net flow of funds was
used by public administrations and 36.2 percent by public enterprises.
Public administrations used 921 billion TL. of funds and public
enterprises 522 billion TL.

These funds, amounting to 1,444 billion TL., were obtained
mainly from abroad and from private administrations and private
enterprises and, to a lesser extent, from other financial ins-
titutions and the financial sector. Foreign sources provided 756
billion TL., private enterprises and households 461 billion TL.,
other financial institutions 118 billion TL., and the financial
sector 109 billion TL. '

The development of the financial flow of funds reflected the
overall financing of the economy, the financing of the Budget and
the SEE's and the balance of payments situation.



Net flows through the financial sector
TL billion (as percent of total)

Public Administrations : Rest of the World
921(63.8) 756(52.3)
Private Enterprises and Households
461(31.9)

Public Enterprises ,
522(36.2) Other Financial Institutions
118(8.2)

Financial Sector
109(7.5)

7) Interest Rates

The re-disconnt rate was maintained at 52.0 percent throughout
the year. In July, interest on three months' loans was reduced from

the 53.0 percent rate set in August 1984, to 48.0 percent and it
was further reduced, to 45.0 percent, in August 1985. The six mont
deposit rate remained at 52.0 percent until August 1, when it was

hs

reduced to 50.0 percent. Interest on notifiable three months' depo-

sits was maintained at the Aupgust 1984 level of 53.0 percent until
July 1985 when it was reduced to 48.0 percent; the following month
it was reduced further, to 45.0 percent. Interest on one-year time
deposits ran at 45.0 percent from the end of 1983 until July 1985,
when it was raised to 56.0 percent, to be reduced to 25.0 percent

in August. ' ‘

Interest on sight deposits, fixed at 5.0 percent at the end
of 1983, remained unchanged in 1985.

CEHTRAL BAHK RATES (IN % P.A)

1954 1985 1986

MAvL4 JULY 7 AUGUST 15 JAHUARY | JUEY | AUGHST | HARCH § HRY 1
CENTRAL BONK
REDISCOUNT RATES
Short-tern credits
(general} ' 32,00 52,90 52,00 32.00 3. 00 S2.00 52.00 52.00
fAgricuttyre ‘ 7 _
Credit cooperatives 23,40 25.00 25.00 28,00 28,00 28,00 28.00 28,60
Sales cooperatives ¥.H 37.00 37.00 46.50 46,30 46,50 46.30 44,30
Small tradesman and ar-
Lisans 23,08 23.00 23.00 27.60 27.00 27.00 270 27,08
33.00 33.00

Industry 30.40 20.00 30.00 33.00 32.00 33.60
Exports 42,00 45.00 45.00 - - - -
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BANK DEPOSIT & LENDIMG RATES

MAXIMUN BANK LEHDING RATES

Short-tera credits
Genaral
Export credits

Medius-tera credits
General
fgriculturs] credits

HAXIMUN DEPOSIT RATES

Demand deposits

Savings deposits(1-2 moriths?
Savings deposits(2-3 months)
Savings deposits(3-6 months}
Savings deposits(&-12 months)
Savings deposits(12-24 months)

Certificates of deposits
3-t months
§-12 months
12-24 months

1983

AUGUST 11 JAHUARY I JULY I AUGUST 1

1984
HARCHI MAvL4  JULY7

50,00 33.50 .50 33,50
48,00 42.00 43,00 45,00
32.08 Sz.00 52,40 32,00
23.08 23,00 22.00 23,60
3.00 3.00 500 3,00
43.00 35.00 33,00 33.00
49.00 32,00 J2.00 33.00
47.00 48.00 43.00 52.00
45,80 45.00 43.00° 45. M
49.00 32,00 az2. 06 53.00
47.00 43.00 43.08 32.00
43.00 45.00 43.00 43.00

33.590

52,00
30,00

“a.00
35,00

a3.00
32.80
43,00

32,00
52,00
45,00

33,590

52.00

30,00

%00
5.0

48.0¢
32.00
36.00

48,00
2.0
36,00

33.490

52.00
30.00

3.00
35,00

43.00
a0.00
o308

43.90
aft. 00
F3.00

—— L ——

HARCH 1 HAY 1
53.50 3.9

52.00 3z.00

10,00 3. 40
2,00 11.67
3500 3a.00
44.60 42,00
48.00 45,00

44.00 42,00
43.00 43.00
73.00 a2.00

SOURCE: CENTRAL BANK,SPO

8) Capital Markets

In 1985, the total value
cent from 1,040.8 billion TL.
sector issues rose from 1,029
1985. Both absolutely as well

of securities issued rose by 154 per-
in 1984 to 2,719.3 billion TL. Public
billion TL. to 2,607 billion TL. in

as relatively, the increase

was

outstandingly high. It was 5.6 percent of GNP in 1984, but rose
to 9.4 percent in 1985. This excessive borrowing by the public
sector created an extremely tight situation for the private sector.

Private savings in 1985 were estimated at 2

,469 billion TL., 138

billion TL. less than the total amount of public borrowing.

In spite of its being forced to the sidelines, the private
sector managed to increase its securities! issues from 11,778
million in 1984 to 36,185 million in 1985. The relative increase
is almost too small to be mentioned; private sector issues repre-
sented 1.13 percent of the 1984 total and 1.37 percent of last

year's aggregate



- 70 -

If it is assumed that security issue contribute to investment
the extent of the insufficiency of financing of private invesiments
may well be appreciated. Issues of securities represented 0.87
percent of private investments in 1984, they doubled in 1985 and
attained 1.74 percent a big increase, yet a highly insignificant
one. ‘

SECURITIES 1SSUED
(MILLION T

1981 1982 1983 1984 1985
PUBLIC SECTOR 135000 74730 24901¢ 1028986 2607133
GOUERNMENT BONDS 7000 £97300% 233010 225060 119147
TREASURY RILLS 65400 - - 7939856 1415786
STATE INVESTMENT BANK BONDS - - - - -
REAL ESTATE BANK BONDS - sg0 14000 - -
CERTIFICATES OF REVEMUE
PARTHERSHIP - - - 1en0d -
PRIVATE 41289 120768 112242 75602 112213
BONDS 15921 13245 16343 11778 361%S
EQUITIES (%) 75207 {0952 95593 63§44 75578
CERTIFICATES OF SHARING

L0335 ANR PROFIT - - - - 450

{(¥)QUOTED OH THE STOCK EXCHANGE HARKET

9) Inflation

A1l the Indices used as indicators of inflation show that
the annual rates of inflation decelerated in 1985. The various
indices indicate that in 1985, price increases were somewhere
between 40.0 percent (Wholesale Prices 1Index of the Treasury
and Foreign Trade Under-Secretariat) and 45.0 percent (the Under
Secretariats' Istanbul Cost of Living Index).
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WHOLESALE PRICES INDEX (1963=100)

CHANGE WITH RESPECT  CHANGE
T0 CORRESPONDING  WITH RES-
CHAIN HOMTH OF PREVIOUS  PECT TO

VEARZMONTHINDEX  INDEX VEAR ENDOF VEAR
1983

Jo 5007 4 25 4
FEB 0886 L6 249 5.7
HAR 5246, 31 24, 8.9
APR 5362. 1 22 ;.7 11.3
KAy $426.5 L2 12.7
JuN 5635.6 39 293 17
L 5795.5 L .2 19.1
AUG 5845. 6 1.9 ] 21.4
SEP 59884 24 3.5 24,3
act 6138 25 3. 27.4
Hoy 64248 47 399 2.4
DEC 67845 5.6 409 4.9
1984

Jo 71408 53 426 5.3
FEB 7401.1 26 454 %1
HAR 7471.4 2.3 4.3 11,6
AR 8036.4 64 503 18.7
Ma 8649, 4 74 8.4 27.5
JuN 89,2 0.5 5.2 28.1
JuL 38,9 0.5 524 29.8
Al 9099 4 555 M
SEP 9354.9 29 %62 37.9
0cT 95842 25 561 41.3
Hov 794.6 22 5.3 4.4
DEC 100661 2.8 484 48.4
1385

JaN 10619.2 55 48.7 5.5
FEB 1245 38 49,0 9.5
HAR 1135,8 3.0 505 2.8
APR 117161 32 454 16.4
May 19%318 2l 383 18.9
JU 19256  -0.3 3.2 18.5
JiL 20118 07 9.5 19.3
UG 122162 L7 3.4 21,4
SEP 12682.8 3.8 35.6 26.0
0T 130824 3.2 36,5 2.0
oy 19575 28 386 3.9
DEC 138822 23 3.9 7.9

SOURCE : TREASURY AND FOREIGN TRADE {INDERSECRETARIAT
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Analysis of more detailed data of the wholesale prices indices
indicates that prices of industrial raw materials and semi manu-
factured goods continued to accelerate in 1985. The average annual
rate of increase, which was 30.3 percent in 1982, 35.5 percent in
1983 and 41.9 percent in 1984 rose to 44.2 percent in 1985.

WHOLESALE PRICE INDICES (1962=100)
YEARLY AUERAGE, PERCENTAGE CHANGE

19eg 1981 1282 1953 1924 1983

GENERAL INDEX 107.2 36.8 5.2 30.6 52 4.8
AIFO0D & FODDER 10,3 41.4 21.2 26,3 1,3 34,5
1.Fooo 782 57.9 15,5 1.5 £3.1 28.9
-Leresls 1.6 72 19.7 2.3 pd. 1 32,1
-Pulses 40,3 48.4 47.8 1.5 9.9 5.0
~{ither 136.3 2.1 15.5 8.6 A28 45,8

2. LIVERTOCK 94.3 16.6 22.9 47.6 44,9 6. £
3, LIVESTACK PROG, 7.2 23.7 29.6 24,2 £f.6 36,4
4,FODDER 192 4e.4 {e 32.4 76,5 9.9

B THDURTRIAL RAM
HAT. & GEMI-

HANUFACT, Ha0D 115.2 H.d an.3 39,5 41.% 44,2
1. FUEL 169.6 3z2.7 28.8 37.6 3.7 58,5
2. HIHERALS 2.2 20.7 8.8 23.9 3 42.2
3. TEXTILES 73.4 22.4 32,5 44,5 47.5 18,2
4, LEATHER 67.3 29.7 3 22.3 44 1.7
5. IND, HIK. OILS 153.3 it 2.9 3 izl FLE
., PAPER 13,7 0.5 18.4 2.3 2.8 R
7. LONSTRUC. MAT. 88.4 17,2 2%.8 46.6 33,2 53.8

SOURCE @ TREASURY AHD FOREIGH TRADE UNDERSECRETARTAT
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Prices of fuel, minerals, industrial and mineral oils, paper
and construction materials increased at higher rates in 1985 than
in 1984,

A reduction in the rate of rise in food prices from 52 percent
in 1984 to only 36.5 percent in 1985 lies behind the overall fall
in the increase in wholesale prices, from 52.0 percent in 1984 to
just 40.0 percent last year. A similar variation took place in 1982
when the rate of increase of food prices was reduced to 21.2 percent
from 41.6 percent in 1981.

Food prices increased at lower rates than industrial goods
prices during four years out of the last six years and more in
1981 and 1984. The relative prices of food versus industrial goods
has been reflected in the internal terms of trade which were raised
to 75.4 in 1981 and to 74.4 in 1984 with the remaining four years
fluctuating between 65 and 70.

INTERNAL TERMS

90

OF TRADE

85

80

75

70

PERCENTAGE ( Agricultural prices / Industrial prices )

65

e ANNUAL AVERAGE *

L | ol ] ]

1980 1981 1982 1983 1984 1985

|||1llll'llll.l.lllllli]l|l||llll]

60
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COST OF LIVING INDICES ¢ Apnual averages ) (1963=1010)

GEHERAL  PERCENTAGE PERCEHTRGE HEATING PERCENTAGE PERCENTAGE
INDEX CHANGE  FOOD CHANGE LIGHTING CHAMGE  CLOTHING CHANGE

ANKARA (Ministry of commerce)

1974 278.4 15.4 ° 260.4 f4.1 5.4 12,8 304.7 16.8
1975 331.4 19 3113 20,3 3z 52 363.6 19,3
1976 /0.9 164 35 1%.7 34%.3 3.5 428 4.9
1977 472,8 22.3 39,6 22.6 453.1 29,5 a01.2 20
1978 24,8 33.3 63l 41.4 760 87,7 889,23 7.4
1979 1174.2 62 1033 789 139%7.2 70.6 1728 94.3
1980 2363.1 101.4  2205.1 HLS 3455 66,3 2893.% 67,8
1981 3168.2 M 3005.6 36.3 4850 40.4  3698.6 27.7
1982 4066.7 28,4 3875.2 28.9 664, ¢ 2% 4322.8 38,4
1923 5319.6 36,8 4952.4 7.8 #691,8 43,3 8491.3 3.6
1984 7834.5 42.3 7300 sl 1517 28,3 9244.8 42.4
1985 11332.9 44,9 10661,1 42,1 16181.4 45,1 1351t 46.1
ISTANBIL (Ministry of commerce) :

1974 301.8 22.9 297.4 22.3 338.9 26.6 208.9 29,5
£975 363,48 21,2 378 271 374.2 f0.4 323.3 4.7
1976 429, % 17.4 438,59 21.3 46,2 23,4 40,8 3.4
1977 341.3 26 365 23.2 610.5 32,4 453.1 33
1978 B76,3 81.9 864.4 ¥ 10962 7%.5 774.6 1
1979 1431.1 63,7 [322.5 M.l 21224 93.6  1514.7 93,3
£980 2784. 1 9.3 25549 91,7 4403,8 17.5  2814.4 5.8
1381 g3tz 3.6 3502.8 .0 53L.7 20,4 40652.¢ 44
1982 5083 32,7 4702.4 M2 64532 21,7 5a0d.2 38
1983 6348.7 28,4 §992.8 27.4  8301.7 8.6 6897.8 23.1
1984 9333.8 45.6 89327 9.1 10512,9 26,6 9267.5 34,5
19835 13823.7 45.0  12610.2 41.2  17609.3 87,3 13919.6 0.2
ISTANBUL (Chamber of Commerce)

1974 268.4 23.5 2317 21.7 345.6 39.2 238.6 28.8
1975 326.6 21.6 357.1 26.8 375.8 8.7 277.8 7.4
1976 38,7 16.9 423.2 18,3 431.1 14,7 293.6 5.7
1977 498.4 3.6 337.2 2.1 W77 29.4 64,1 30.8
1978 842.4 69 869.2 61,3 %42.7 60.% 588, 2 7%.2
1979 1483,2 76,3 1387.8 59.8  1786.8 89.5  1665.4 142
1984 2608.2 73.6 2434.4 73.4 41417 131.8  2957.5 77.6
1981 3544.,2 35,9 3450,2 4.7 5782.3 7.7 3838 30.4
1982 4767.3 3.5 4755.3 3.8 70747 24.1  5202.8 .8
1983 6107.8 20,4 5900 24,1 910,23 H.6 70109 .7
1934 8774.4 43.7  B8t2.7 43.4  12316.8 32.3 90306 28.8

1985 12568 43.2  12294.3 39.5 194857 38,2 13235.4 46,6

SOURCE : TREASURY AND FDREIGH TRADE UNPERSECRETARIAT
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5, 1.5 COHSUMER PRICE IHDER (1978-79=100)

"(DECENEER 1984-DECENRER 1989)

% CHANGE
: : - GEHERAL CONSIMER HEALTH & TRANSPOR- EMTER-
REGIONS AND CITIES IHDEX FOOD HOUSING  DURGBLES CLOTHING PERS.CARE TATION  TAIHEMEWT
TURKEY 44,2 5.9 61.3 7.4 55 60 53,3 42.4
1. AEGEAN SMARNARR 43.1 35.4 56,4 28.4 £0.8 57,4 49,4 46,4
2. NEDITERRANEAN 45,1 36.4 68 45,2 53.2 65,1 42,5 45,4
3,CENTRAL ANATOLIA 45,1 %.6 61.1 9.1 54,2 53 62 38.4
4, BLACK SEA 43.4 6.7 56,9 40 51,4 58.5 51,1 39.8
5.EAST SSOUTHEAST 44.3 34.9 6% 43,2 51,1 62.4 54,9 .8
ANATOLIA REGIOM
-ADANA 42,8 3.7 52.4 2% 55 59.% 43,6 49,3
-ANKARA 49 38.2 69.4 49,5 57.4 61.5 47,2 44
-ANTALYA 38.3 3.6 42,5 51.2 4 61.7 7.4 %
-BIIRSA 42.7 33 53,2 4.3 58.1 61,2 42,9 47.7
-DIVARBAKIR 46.2 24 £8.3 44,6 5.8 7R.2 46 42,
-ERZURIM 45.4 35.9 5.5 34,7 49,6 7.4 64 35.7
~ESKISEHIR 43.7 37.8 53.7 34.2 49,2 49,2 58,1 8.4
~15TANEUL 47.3 35.8 60.2 47.8 63 58.1 53.8 30,3
-1ZNIR 46.2 28,3 5 43,4 4.6 52 49.8 52.9
-KAVSERT 45,9 38.4 52,2 47 51,2 &0 45,6 49,3
-0R0U 42.4 7 43,3 4 49 64,8 49,3 39
-SANSUN 45,8 6.8 £1.7 M.6 56.9 57.1 1.2 39.6
-TRABZOM 43,7 39,2 52,2 42.8 54,1 47.8 37.6 36.5
~ZOHGULDAY, 40.3 2.9 54,1 40,1 28 64.3 46,8 42,2
SOUPCE:STATE INSTITUTE OF STATISTICS
INTERMAL TERNS OF TRADE
DUARTER 1980 1981 {982 1983 1934 1385
I 68.2. 8L 73,7 £7.5 73.6 71,8
Il 65.8 72,2 2.5 £3.3 7.4 72.7
111 68 7.7 69,8 63,8 73.7 87,9
N 47 7.6 £6.9 68.7 73.0 £3.4
ANMIAL

QUERABE  69.3 75.4 70,5 4§55 74,4 70.4

ITT=Agricultural prices/Industrial prices

Source: TreasurydForeign Trade Undersecretariat
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A number of factors were posibly responsible for the failure
to further reduce the rate of inflation in 1985.

It is to be noted that the stance of the monetary and fiscal
policies pursued in 1985 was not sufficiently "anti-inflationary".
An examination of the various monetary indicators shows that there
was in fact a higher rate of monetary expansion in 1985 than in
1984 . The average annual percentage increase in the banknote
jesue was 43.3 percent as against 33.1 percent in 1984. Yet
reserve money recorded a lower rate of growth (39.6 percent as
against 50.5 percent in 1984).

On the other hand, whilst the December to December M1 growth
rate was 42.4 percent, the annual rate of growth of M2 climbed to
59.0 percent.

10) Gold Prices

Gold prices, as expressed in dollars per ounce in the London
market, fell considerably in the first half of the year. This was
reflected in the Istanbul market in the form of low rates of inc-
rease in TL per gram of gold prices. The rate of decrease slowed
down in the second half of the vear in the London market and this
was likewise reflected in the Istanbul market in the form of higher
annual increases, averaging 30.0 percent.

| GOLD THGDT (LOWDON MARKET) PRICES $/0UMCE

HOKTHS 1982 1983 1984 1983 83782 84783 85784
Jil 339 482 362 304 42,2 -24.3 -16.8
FEB 328 497 386 Rk 31.5 -22.3 =21.9
HaR 23 494 3% 298 45.2 -20.2 -¢4.4
APR 349 433 395 328 24.1 -2.8 -17.1
MY e 437 ¥4 Nz 3.6 -14.0 -15.7
JUN 315 431 79 323 41.2 -16.0 -14.7
JU 338 463 77 36 37.0 -13.6 -16.2
AUG 366 417 347 37 3.9 -16.8 -8.6
SEP 433 418 EEH 322 -3.5 -18.4 -5.7
acT 431 394 346 31é -12.6 -12.2 -2.8
How 414 402 M7 320 -2.9 -13.7 -7.2
DEC 445 399 n? 347 -19.3 -14.9 13.0

SOURCE:  CENTRAL BANK OF TURKEY
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GOLD THGOT(GR.24 Carat) TL. ISTAMBUL MARKET

MONTHS 1982 1933 1984 1985 23782 @482 85/84
JAN 1750 3371 4023 4560 92,6 19,5 13,2
FE8 1837 728 4220 4585 102.9 12.2 8.6
HAR 1766 3337 4310 4594 89,1 29,2 6.5
APR 1790 2434 4317 5213 91,2 25.7 20.8
iy 1753 3492 4625 5445 99,1 2.6 18.2
JUH 1745 3468 4515 5586 98,7 20,2 23,7
Jut : 1331 3550 4378 5807 88.7 23.3 32.6
AlG 2128 3682 4523 5300 73,0 23.1 23.0
SEP 2500 3686 4540 6050 47.4 24,2 a1
aeT 2491 2693 4648 5928 48,2 5.9 27.7
Hov 2733 3762 4667 6020 7.7 24,1 29,0
DEC 3102 3947 4621 6158 7.2 17.1 2.7
SOURCE:  CEMTRAL BAMK OF TURKEY

GOLD PEPUBLIC COIN  (TL)
HOHTHS 1982 1983 1984 1985  g3/82 84783  85/%4
Jo 11598 23908 26766 30450 106.1 12,8 13.4
FEB 12180 25987 28074 30367 113.4 8.0 8.2
MAR 11672 23717 28607 30132 193.2 20.6 5.3
APR 11877 24274 25113 34625 104.4 19.9 18.9
Koy 11628 24474 3125 36300 110,53 27,2 16.6
JUH 11594 24643 20649 37025 112.5 24,3 20.8
JUL 12679 25475 29650 39583 100.9 16.4 23.5
AUG 14114 - 26961 30150 39150 1.0 1.8 29,9
SEP 16948 27421 20388 42300 51.8 10.8 33,2
0cT 16718 27140 30200 40713 62.3 13.5 32,2
NOU 18311 26861 30900 40600 46,7 15.0 31.4
DEC 21402 26427 30620 41360 23.5 15.9 35.1







CHAPTER 111

FOREIGN EconomIc RELATIONS

Most of the balance of payments targets were met in 1985; in
particular, exports and tourism revenues showed increases over 1984,

Even so, the foreign trade deficit continued to be an important
area of concern throughout the past year. In spite of the increase
in tourism revenues, the surplus on invisible transactions could
not close the foreign trade gap in 1885, and foreign debt servicing
commitments reached a still higher level than in previous years.

Whilst ekports increased by 11.56 percent to 8 billion dollars,
imports rose by 5.45 percent to a total of 11 billion dollars; last
year's foreign trade deficit decreased to 3,096 million dollars.

However, on the basis of the new definitions of balance of
payments items, the foreign trade deficit actually increased only
marginally, from 2,942 million dollars to 2,975 million dollars
in 1985 and the current account deficit decreased from 1.4 billion
dollars in 1984 to 1.0 billion dollars last year. When capital
account transactions are also taken into account, there was an
overall balance of payments surplus of 275 million dollars.

1) Turkey's Foreign Trade

_ The increase in the volume of trade in recent years resulted
mainly from the rise in exports; the rise in imports was relatively
less marked.

Even so, imports, which amounted to 11.13 percent of Gross
Domestic Product over the period 1975-79, rose to 14.17 percent
in 1980, to 21.98 percent in 1984 and to 21.62 percent in 1985,
As a percentage of the GDP, exports amounted to 4.04 percent in
the 1975-79 pericd. In 1980, there was a slight increase, to 5.12
percent, but in 1981 the increase in exports was explosive and
as a result, exports as a percentage of GDP amounted to 8.28 per-
cent in 1981, to 10.89 percent in 1982, to 11.26 percent in 1983,
and again with an exceptionally sharp increase, to 14.21 percent,
in 1984, and to 14.98 percent in 1985.
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FOREIGH TRADE AS PERCENTAGE OF GRGSS DENESTIC PRODUCT

' : - FOREIGH
YEARS - EXPORTS  IMPORTS TRADE

1965-69 4.36 5,35 16,91
1970-74 3.13 %.47 14.60
1975-79 4.04 1.13 15.17

1980 3.12 14,17 19.29
1981 2.28 13.63 23.91
1982 10.89 16.98 27,87
1923 11.24 18,43 29.71
§984 14.21 21,92 36.1%
1935 14.98 21.62 36,60

EXPORTS, INPORTS AND GROSS DOMESTIC PRODUCT
(BILLION TL)

GROSS EXPORTS  IMPORTS  FOREIGH

DOMESTIC ~ EXPORTS  INPORTS ¥ IN TRADE IH
YEARS PrODUCT {FOB) (CIF)  GDPCX)  GDP(%» GDP ()
1975 S9.1¢ 20.08 68.99 3.87 13.29 17.15
1576 663.90 .78 8.9 4,44 12.49 17.13
1977 862.90  31.3¢  104.88 3.63 12.15 15.79
1978 12724.80 .36 113,29 LU 2.89 13,23
1979 2155.9 7574 178.51 3.9 8.28 .79
1980 4328.00  221.50  613.27 78 VAR L 9 ¥4 19.29
1981 641520 530,72 1002.36 8.28 §5.63 23.9%
1982 8607.10  937.31 1461.42 10,89 16.93 27.87

1983 11531.80  1298.96  2127.09 11.26 18.45 29.71
1984 18352.83 2608,33  4834.90 14.21 21.98 36.19
1983 27718.57  4152.99 . 5994.85  14.98 21.62 36.60
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Several factors were responsible for the stagnation in exports
before 1980. Domestic price increases had reduced Turkey's competitiveness
and at the same time there was no longer a buoyant exportable surplus
of a number of goods. Inflexible exchange rate policies and recession
in the Western world also had negative impact on exports. There was,.
however, a distinct improvement in most of these factors between
1980 and 1985.

SHARE OF TURKISH EXPORTS AHD IMPORTS IN WORLD TRADE

{US & MILLION )

TURKTSH WORLD TUR.EXP/  TURKISH WORLD TUR. INP/
VEARS EXPORTS  EXPORTS GORLD EXP. 1INPORTS  IMPORTS VORLD IMP,

1975 1401 786360 0.18 4739 806300 6.59
1976 1960 893900 0.22 5129 916300 0.56
1977 1733 10t1300 8.17 379 1026000 0.36
1978 2288 1175500 0,19 4399 1207009 .38
1979 2261 1487800 .15 3069 1522900 0.33
1980 2910 1824500 0.t6 7909 1861900 0,42
1981 4703 1967700 0.24 8933 2028500 0.44
1982 3746 1851900 0.3t 8342 1924500 D.46
1983 3728 1811900 .32 9235 1908700 .48
1984 7134 1902800 0.%7 10757 1993200 .54
1983 7938 1853780 0.43 11344 1997980 0.5

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

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

Under these circumstances, it is not suprising that whereas
exports were able to finance 62.1 percent of total imports in 1970,
they covered only 36.79 percent of the total in 1980, However, the
export - import ratio has since considerably improved, to 52.64
percent in 1981 and to a very creditable 65.79 percent in 1982:
it fell to 62.02 percent in 1983, but increased again to 66.31
percent in 1984 and to a record 70.15 percent in 1985.
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TURKISH EXPORTS AS PERCENTAGE
{F WORLD EXPORTS (1950-198%)

YEARS %
1930-34 .47
1955-39 0.34
1960-64 6.29
1965-69 0.25
1970-74 0.22
1975-79 .18
1980 0.15
1981 0.25
1982 0,34
1983 0.34
1924 0.40
1985 0.37

GROMTH OF TURKEY'S FOREIGH TRADE

(1970=1900

FOREIGH TRARE  EXP/INF
YEARS EXPORTS  IMPORTS TRADE  DEFICIT RATIO
1970 3.4 25.10 28.93 15.40 62,10
1971 44,16 3699 34.80 22.01 57,79
1972 B T4 41,34 46,10 30,18 3663
1973 85.96 35,23 64,10 34.25 63.13
1974 108,00 100,80 100,00  100.00 40.56
1975 9t.44 125,44  1]5.63  150.42 29.57
1976 127.94  135.77 133,51 HLl 38.22
1977 114,41 153.44 142,18 180.97 30.24
1978 149,40 121,75 129.71 102,92 49.75
1979 147,58 13420 138.06  125.07 44,60
1980 189,93  209.38  203.77  222.65 36.79
1981 306.94 236,48 256,82  188.41 . 52.64
1982 ws.02 23,22 771 133.09 63,79
1983 373.83 244,47 281.80  156.19 62,02
1984 465,58  284.76 336,94  161.%7 §6.31
1985 319.45  300.26  363.50 150,73 7815

Taking 1974 as 100, the imports index rose to 300.26 in 1985
whilst during the same period the exports index rose 10O 519.45.
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SHARE OF EXPORTS AND IMPORTS IN TOTAL VOLUME DF TRADE

EXPORTS  IMPORTS VOLUNE OF SHARE OF SHARE OF
(Fop (CIF) TRADE  TMPORTS  EXPORTS

YEARS N sy (NH (N $ - {7 (%)
1970 988 948 1536 6l1.72 38,28
1971 &77 1171 1848 63.37 36,63
1972 805 1563 2448 63.85 36,13
1973 1317 2086 3403 61,30 38,70
1974 1532 3778 M0 7115 28.95
1973 1401 4739 6140 77.18 22,82
1976 1960 3129 7089 72,35 27,63
1977 1753 5796 73149 76.78 23.22
1978 2288 4599 6887 66.78 .22
1979 2261 2069 7330 6%. 13 30.85
1980 2910 7909 10819 73.10 26,90
1981 4703 8933 13636 65,31 .49
1982 5746 8843 14389 60.61 39.39
1983 3728 9233 14963 61.72 38.28
1984 7134 16757 17891 80.13 39.87
1983 7938 11344 19302 94,77 41,22

2) Exports

Turkish exports have traditionally been heavily concentrated
in agricultural products and having a slight inerease in the relative
importance of agricultural exports from 56.6 percent of the national
total in 1975 to 57.4 percent in 1980, agriculture continued to
dominate exports. This situation changed drastically as from 1981
and agricultural products' share of total exports dropped to 32.8
percent in 1983 and to only 21.6 percent in 1985, Exports of in-
dustrial goods doubled their share during the same period, rising
from 35.9 percent of the total in 1975 to 75.3 percent in 1985,

The following table, based on the Turkish Classification of
Exports, in fact classifies a number of agricultural products
which have been subjected only to simple pbrocessing (e.g. refining,
grinding) as industrial products. The table should therefore be
interpreted with this qualification in mind.
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- TURKISH EXPCRTS BY NAIN SECTORS {US $ 06D)

YEARS AGRICULTURE - - % HINING %+ INDUSTRY %

1975 792630 96.57 105566 7.54° 502879 35.89
1976 1254408 84.00 0015 5.61 595791 30.40
1977 1041401 39.41 125831 7.18 085774 33.41
1978 1542763 67.42 124136 5.42 621264 27.20
1979 1343632 59.42 132480 5.96 7085083 34.72
1980 1671742 37.40 190994 8.56 1047366 35.99
1981 2219409 42.20 193486 4,11 2290120 48.70
1982 2140505 37.20 175569 3,10 3430148 39.71
1983 1880712 32.80 148901 3.30 3658220 63.87
1984 1748878 24.50 239761 3,36 Tl44983 72,12

1985 1719438 21.60 243827 3,40 G9M785 73.30

E¥PORTS  {US $ RILLION)

MOWTHLY  VALUES - PERCENTAGE CHRHGES CUHULATIVE VALUES PERCENTAGE CHAHGES

HONTHS 1982 1983 194 1995 1983/82 1984/83 1985/84 1982 1983 1984 198§ 1963/92  1984/83  1985/%4
JhN de10 478.10  SLA 66809 707 1322 2342 4600 47800 S 66809 707 1322 23,42
FEB 020 N3.48 S50 495,38 -L66 48,986 -12.50 856,30  83L.60 LML70 183.47 255 2. 1.9t
HAR W73 46,50 71330 61691 6.3 4970 -13.51 130350 135810 Q85500 E780.38 409 2659 -402
APR 0210 483,50 61230 50.03 20,24 26,66 -6.90 120570 184160 2467.40 23041 2.7 3B -4
HaY G450 425,50 5050 68492 265 2703 2672 212000 2262.10 300790 3035.33 693 %268 0.9
JUH d9.60 406,90 SILSE 60455 -3.03 28,16 15,93 253070 267400 32930 1.8 S AW B
JuL a270 L8 4320 62683 <76 2428 4337 295240 302570 396650 4671 248 309 7.5
AUG 0540 4250 SIL0 767,63 245 W4 BL19 3080 344820 454700 WM 260 Ly 1072
SEP 5640 459.80 52460 69447 04 1409 3238 3B17.20 90790 SU7LB0 572881 238 .72 1203
act sen.00 566,20 63990 72399 LI 1342 1403 4WA 47400 SILAD e 22l .66 1303
Now 0470 579.70 65240 68960 -3 1254 570 43BLI0 0S80 636400 7MeB41 LA 2593 1232
DEC 7040 67400 769,50 80961 -IL73 M7 520 S/46.00 57280 713360 93892 032 2% 1L

Composition of Turkish Exporis

The following tables show the composition of Turkey's exports.
Comparing the figures for the last five years, it will be seen that
there have been marked changes. It is of special importance that the
share of industrial products went up to 75.3 percent in 1985 as
compared with 72.1 percent in 1984 and that the share of agricultural
and livestock exports correspondingly dropped from 24.5 percent in
1984 to 21.6 percent in 1985.
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COOMMODITY COMPOSITION OF EXPORTS
(U5 § MILLION)

1984 1983

Value Share{%) Uslue Share(%)  Change(%)

I. AGRICULTURE ARD LIVESTOCK “1748.9 1719.4

24.5 21.6 -1.7

fi. Uegetable crops 1382.0 194 14415 18.1 4,2
8. Cereals %1.9 1.3 63.0 6.8 -31.4

b. Puises 175.2 2,3 i71.4 2.2 “2.2

t. Industrial crops 446.8 6.3 622.6 7.8 39.6

d. Fruits and vegetables 546.1 9.1 360.6 7.0 -13.2

e. Others 22.0 0.2 23.0 0.3 4.5

B. Livestock and animal products 39 4.3 244.2 3.1 ~24.4
€. Vater products 20,3 6.3 210 0.3 3.4
D. Forestry products 23.7 6.3 12.7 0.2 ~46.4
I1. NIHIHG AHD BUARRYIHG 239.7 3.4 243.8 3.1 1.7
I1L. MAHUFACTURING 51450 72,1 599.8 79.3 16,5
© A Agricultural processed products 808.6 11,3 6d6.6 8.1 -20.0
B. Petroleua products 408.8 7 2.0 4,7 -9.0
‘C. Industrial products 3927.6 il 4976.3 62.9 26.7
1. Cement 36.0 0.3 43.7 1.5 -22.0

2. Chemicals 172.6 2.4 263.6 3.3 33.9

3. Rubber and plastics 97.4 1.4 197.9 1.4 0.8

4. Leather and hides 400.6 2.6 484.4 6.1 20,9

3. Forestry 3.7 t.3 105.8 1.3 36,4

6. Textiles 1875.4 26.3  178%.5 22.5 -4.6

7. Glass and ceramics 146.49 2.0 13%.6 2.4 29.9

8. Iron and steel 276.4 8.1 968.8 12,2 68,1

9. Non-ferrous metals 85,3 1.2 115.5 1.9 3.1

10, Hetallic goods 16,3 0.2 72.7 0.9 346.9

11, Machinery 118.2 1.7 7.6 4.7 219.9
12, Electrical and electronics 99.6 t.4 £18.9 1.5 19.4

13. Motor wvehicles 134.9 1.9 146.6 1.8 8.7

4, Others 125.0 1.8 189.5 2.4 31,4
TOTAL 21336 10006 7958.0 106.9 1.8

The deceleration which is to be observed in the rate of inc-
rease in exports in 1985 can partly be explained by the quantity
restrictions imposed by Western countries on some export products.
There were also payment difficulties as regards trade with several
Middle East countries.



SECTORAL RATES OF INCREASE IN EXPORTS

1_195.”63 1972767 1977772 1978 1979 1960 198t - 1982 1983 1984 1985

- —

1) AGRICULTURE o
AHD LIVESTOCK i 9.9 7.3 11.4 48.1 -12.9 | 24.4 32.9 -3.9 -12,2 7.0 -1.7
1.Cereals -4.2 9.8 7.2 t17.6 -37.3 16.3 80.2 3.4 1.5 -28.9 -12.3
2 Fruits and Vegetabs B es 8.3 17.4 7.4 15.6 16.5 5.9 -18.3 -8.9 9.3 -1.4
~Hazelnuts ' 9.0 6.8 16,6 3.8 6.7 il.9 -23.6 -20.3 2.2 23.9  -l6.2
-Raisins 8.1 6.1 19.7 32.9 5.2 13.5 .1 -22.7 -23.4 -12.6 20.2
Others 11.8 14.4 12.7 14.0 _ 27.2 -30.9 -15.4 -13.9 4.1
3, Industrial crops 3.8 5.7 4.9 45.8 -29,2 7.6 32.8 -19.1 -28.1 -7.5 211
~Tobacco 15.3 2.1 6.1 28.1 -21.4 321 69.0 -11.8 -3L.7 -9.2 52.3
—Cotton 13.4 7.8 1.9 65.9 -34.6 41.6 8.0 -14,7 -33.7 -14.7 -0.5
-Dthers 18.1 22.2 2.0 -4,4 40.9 16.7 18.9 1.4 11.3
4,Livestock products 1.1 6.6 199.2 74.4 1238.7 50.9 -7 -10.8 -24.
5.Fishery 18.4 9.6 4.8 110.6 4.6 17.0 -9.7 -15.5 6.1 3.
LIHIHING
AHD GUARRVING 17.6 111 29.1 -1.4 6.5 4.2 1.3 -9,4 7.8 270 1.7
[T} THDUSTRIAL PRODUC TS 1.7 26,3 19.3 - 6.l 26,2 334 118.7 §9.8 6.6 46.7 16.9
1.Food and Beverages 2.9 12,9 7.9 -25.4 37.3 38.6 93.1 " 38.1 17.9 20.6 -20,0
2.Textiles 57.6 7.1 18.9 22.3 12.4 89.2 3.6 22.9 44.3 -4.6
3.Forestry ~1.8 27.7 ~9.4 10.7 50,0 165.7 353.6 69.7 -55.8 £0.7 346.3
4.Leatherand Hides 8.0 152.8 19.3 -22.8 0.0 13.% £5.7 35.7 730 108.9 20.%
5. Chesicals 15.5 32.4 26.2 -29,1 0.0 218.7 23.4 57.7 -18.9 4.2 53.9
§.Petroieun products 96.3 133.3  -1068.0 117.8 221.5 -32.4 76.3 9,0
7. Cenent -i00.0 -9.6 330.9 o3 -11,8 401.4 4.1 -60.9 -30.9 ~22.1
8.G)ass and Ceramics ~9.3 65.9 49.4 9.7 23.3 -3.1 184.3 ] .8 35.2 29.8
9.Hon-Ferrous Metals 29.3 ~18.7 27.7 ~42.4 25.0 29.8 62.8 49,5 73.9 8.9 5.1
10.1ron and Steel 47.2 4.4 14.4 47.2 4§7.6 9.2 195.2 261.5 12.4 41,9 68.1
11.Hetal and Machinery 50,5 84.7 28.0 28.1 0.8 64,4 150.3 .6 -13.9 8.9 234.8
12.Electrical fippliances 7.2 28.0 22.0 0.0 154.2 128.3 487.6 -8.0 44,9 19.4
12,Uehicles 24,5 86.7 102.2 -33.9 350,06 8%.0 133.7 -6.3 i4.6 6.3 8.
14.0thers 19.8 4.4 - 5.3 9.5 100.6 43.7 315.8 43.3 -3.2 106.0 51,

Geographical Distribution of Exports

The geographical distribution of exports changed in 1985. The
OECD countries' share of exports decreased from 52.4 percent of
total exports in 1984 to 51.6 percent last year, although exports
to the EEC countries increased from 38.3 percent to 39.4 percent.

Exports to the COMECON countries slightly increased, to 4.2
percent of total exports in 1985 from 4.0 percent in 1984. Exports
to the Middle East and North African countries as a group also

showed a slight increase, from 42.0 percent of total exports in
1984 to 42.8 percent in 1985. '
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EXPORTS BY COUNTRIES (FOB)
_ L (U $ MILLIOK)

1984 1985

Value Share(x)  Value Share(x)  Change(?)

I. OECD COUNTRIES 3739.7 2.4  4106.2 5l.6 9.8
. EEC COUMTRIES 73,7 8.3 31333 3%.4 14.7
¥, Germany 1279,7 17.9  139L0 17.5 8.7
-Belgium-Luxenbourg 190,2 2.7 161.8 2.0 -14.9
-Denmark 19.5 0.3 259 0.3 32.8
-France 200.6 2.3 215.3 2.7 7.3
~Netherlands 181.1 2,9 213.2 2.7 : 17.7
-United Kingdon 260.8 3.7 538.7 6.8 106.6
~Ireland 4.9 0.1 2.0 0.1 83.7
-Italy 51,2 7.0 502.2 . £.3 6.2
-Greece 93.7 1.3 76.2 .0, -18.7
B. OTHER QECD COUNTRIES  1808.0 14.1 72,9 - 1.2 -3.3
1154 368, 2 5.2 506,90 6.4 37.4
-Japan 36.7 0.3 42,6 8.3 16.1
-Gwitzerland 358.2 5.8 128.3 1.6 -54.2
~hustria 126.8 1.8 122.5 1.3 ~1.4
-Others : 118.1 1.7 173.3 2.2 46.9

[1. ISLAMIC COUNTRIES 2993.3 42.0  3406.7 42.8 3.8
f. MIDDLE EAST COUNTRIES  2536.9 3.6 3038.4 38.2 19.8
-Iran 750,9 18,8 1078.8 - 13.6 43.7
-Irag 934.4 13.1 961.4 12.1 2.9
-Saudi firabia 372.0 3.3 7 430.0 5.4 13.8
Huwait 105.4 1.5 115.9 .3 0.9
~Lebanon 102.6 1.4 86.4 1.1 -15.8
-Syria 61.7 ¢.9 79.8 0.7 -9.6
-dordan 167.6 1.3 14,2 1.4 g.1
-Abu Dhabi 3.2 0.0 2.1 .2 278.1
-Dubai 20,2 2,3 1074 L3 431.7
-Bahrain 1.3 0.0 1.2 0.8 30,0
-Qatar 3.6 0.1 8.4 .1 -2.3
-Oman 0.6 0.0 2.9 9.0 58,0
_H.Cyprus 62.9 2.9 £3.9 6.8 4.8

B. NORTH AFRICAN

COUNTRIES 425.7 5.0 327.6 4.1 -23.0
-Libya 142.9 2.0 58.8 8.7 -58.6
-Egypt 140.7 2.8 1410 [.8 8.2
-Algeria 127.5 1.8 £09.0 i.4 -14.3
~Tunuzis 18.9 0.2 15.8 a.2 45.0

-Morocco 4.5 [} 3.t 0.0 -32,

C. OTHERS 30.6 9.4 40,7 6.3 3.0
I1I, EAST EUROPEAN COUHTRIES 283.7 4,0 334.4 4.2 17.9
-UssR 138.5 1,9 190.9 2.4 37.2
~(ithers 145,2 2.0 144.3 1.8 -0.6
1, OTHER COUNTRIES 116.9 1.6 110.7 . 1.4 ~5.3

TOTAL - 71336 100.0  7958.0 106, 0 1.6
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3)  ImmE0rts

Over —&he period 1972-1977, imports increased by an annual ave-
rage rate «>f over 30 percent. But in 1978 imports fell by 20.7 per-
cent, incr==ased by_a modest_lO.Z percent in 19279, rose by no less
thanh 56.0 ~goercent in 1980, increased by a further 12.9 percent in
1981, decr «<=ased by 2.2 percent in 1982, then increased by 5.7 per-
cent’in 19 =33, by 16.5 percent in 1984 and by 5.4 percent in 1985,

THPORTS
(US $ HILLION)
----------------- e VALUES PERCENTAGE CHANGES CUNULATIVE VALUES PERCENTAGE CHANGES
;Bi};é;_--;;;;’--‘--I;;; 1984 1983 1983/62 1984783 198584 1982 1983 {94 [9B5  1983/82 19B4/83  1985/84

p————d

e Gen 70.7€ G387 2066 -9 276 GRAD 7IID G4 BRI 2L6 Y 2.7
oGSt 7990 GMSL S 123 239 LI5S MK SR 1242 169 B9 10,55
R Gehm 80,60 B0 931 BS54t 302 1903 RO.00 ANL MB 0.HM 20 173
el 66,20 RS 86T 243 300 628 21990 IS A M2 106 299 63
W ey 711,48 EBE) OMSL  2u5 2025 43 MBLE FAN WL .06 68 686 5.9
TR T 72450 MEN  BLS L3 1627 525 2R3 ML) B2 TBES S B L%
N o 69,60 BRI MMZ6 207 4L 527 LR SIS SRLI0 S9SN 365 a26 4w
N esen 76440 ENZ1 SB25 166 8.5 7.5 NS0 WHM0 GHLE @26 SA 1200 49
S a2 62,90  MZI0 WI09 LS W96 1030 6.8 6230 AN L7548 e 53l
N s 72,00 2 HMASL S S8 .0 SUSH0 730 BULI B2 48 MR e
Gz 625.40  BED W04 546 IBS6 546 7D BMA LN BN 49 IS 6l
e Mpe70 Go0.40 I%6.90 168625 0.5 25,39 2053 9270 .60 W07%6.80 INSASS  4M 648 27

e b e o T

INPORTS BY COMMODITY GROUPS
(US § NILLION)

e e e e e B 4

1981 1932 1983 1984 : 1985
CONMODITY .
- GROUPS WLE G0 WLE (D VMUE 0 WLE <0 BALE
DINESTNENT GOODS  207.20 2470 22360 26,30 817,30 2500 25900 2470 288660 25.40

~Construction ‘ '

Goods 167,30 _ 1.90 210.20 2.40 200,70 2.20 247.78 2.30 231,00 2.00
-Hachinery and

Equipnent 2839.90 22.80 2113.4t 23,90 2116.50 22,90 2411.40 22.40  2655.90 23.40

IDRAV MATERIALS 654690 7330 €337.50 7070 6675.40 7230 762420 7090 7809.80  68.90
[II)CONGUNPTION GOODS  179.3 200 18L50 2,00 24230 2,60 472220 440 64220 5.70

GRAND TOTAL §933.40 100,00 9342.60  100.00 9235.00  100.00 10756.90  100.00 11343.60  100.09

i
--------------




Raw materials consituted:68.8 percent of total imports in 1985,
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machinery and other investment goods accounted for a further 25.4

percent and consumeér goods made up the remaining 5.7 percent,
analysis of 1985 imports by sources of finance reveals some changes

as compared with 1984. In all, programme imports represented 90.5
percent of the total, as against 91.5 percent in 1984, and liberalised
imports represented 78.1 percent as against 90.6 percent. In so

far as self-financing imports were concerned, there was a decrease
in imports with waiver (i.e. imports without foreign exchange payment
and imports against foreign project credits increased, from 6.8 to

8.1 percent of the overall total.

IHPORTS BY SOURCE OF FINAMCING
(US $ WILLION)

1980 1981 1982 1983 1984 1985

A, PROGRAMMED IMPORTS
I.Liberation list
2.Allocation Vist
3.Bilateral agr.countries
4.Isports subject to licence

B. SELF-FINANCING INPORTS
1. Hato-infrastructure
2.Foreign capital in kind
3.Project credits
4. Iaports with waiver
3.0thers

TOTAL

7982.20  B540.10  9837.78 10264.00
6087.40 7125.70 7623.10 @270.%6 9753,80  8859.00
947,00 831,56 27200 163.20 17.00 18.50
169.70 . 159.60 8.10  106.40 £6.90 -

1286. 750

7204.18  8116.80

703,30 816,60 860,50 694,90  919.20  1079.60
18.20 16.00 14.10 39,36 32.38 36,00
33.10 42.40 40,99 72.00 39.40 31,70
36.90 641,60 75410 507.80  733.40 92320
94.80 £9.00 49.10 35.80 94,18 68.70
12,30 47,60 2,30 - - -

B842.70  9235.00 10736.90 11243.60

7909.40  8933.40

An

M
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CONMODITY CONPOSITION OF IHPORTS
(US § WILLIOW)

1984 1985

Value Sharel%) Ualue Share(%) Change(%}

1. £ GRICULTURE AND LIVESTOLK 417.7 3.9 375.3 3.3 -19.2
4. Hhgricultural crops 2.0 2.9 242.3 2.1 -22.3
. a. Lereals 285.6 2.7 182.,5 1.6 -36.1
b. Others 26.4 6.2 3.7 0.9 126.1
g. Livestock and animal products 98.7 1.9 103.0 0.9 6.4
¢ . Water products 0.1 0.0 0.6 0.0 1100.0
b - Forestry products 7.0 e.1 27.4 0.2 291.4
11, H T HING AHD BUARRYIHG 3644.1 33.9  3626.3 2.0 -0.3
fy - Crude oil 33731 3.4 33,4 29,3 ~1.5
B - Others 271.0 2.5 4.9 2.7 12.3
111, PRAHUFACTURTHG ' 6693.1 $2.2 73420 od.7 4.7
f .- fgricultural processed products 433.5 4.0 467.2 4.3 12.4
B . Petroleus products 263,8 2.9 296. 2 2.6 10.0 -
C . Industrial products 5997.8 35.8  6564.6 37.9 3.9
{ .Cenent 1.2 0.0 1.0 6.0 -16.7
2 .Chemicals - 1340.2 i2.3 1294.4 11.4 3.4
3 .Rubber and plastics 358.6 3.3 42,9 3.0 -4,4
4 .Leather and hides 3.3 2.1 i6.0 9.1 194.9
5 .Forestry 4.1 .9 7.3 6.1 2.9
6 .Textiles 117.2 t.1 146.0 1.3 24.6
7 .Glass and ceramics 62,3 0.6 62,5 0.6 .0
8 .Iron and steel 861.49 8.0 10597 2.3 23.0
9 .Hon-ferrous metals 220.3 2.0 223.9 2.0 1.6
10 .Hetaliic goods .3 .3 37.8 0.3 i0.2
11 .Machinery _ 1618.3 15.6  1350.5 13,7 -4,2
12 .Electrical and eleckronics 372.8 3.3 563,93 3.8 15.8
13 .Motor vehicles 517.4 4,8 812,9 7.2 7.1
14 .Others 283.5 - 2.6 345.9 3.9 e2.0
TOTAL 10736.9 160.0  11343.6 100.0 5.5
Gold . - 269,80

“GRAND TOTAL 18756.9 11613.4

e
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IMPORTS BY COUNTRIES (CIF)
(US §  HILLIOM)

1984 1985

Value Share(X) Value Share(Z)  Change(?)

1, OFCD COUNTRIES 5396.1 5.7 6360.6 36.1 14,3
. A. EEC COUNTRIES 2973.6 7.6  3He6.8 3.3 9.3
¥ .Geraany 1172, 4 10,9 1368,9 12,1 16.8
-Belgiun-Luxesbourg 198.8 1.8 2350 4.1 18.2
-Denmark 22.6 0,2 3.0 0.3 37.2
-France 242,5 2.3 513.9 4.5 1.9
~Hether]ands 212.2 2.0 218.3 1.9 2.9
-United Kingdoa 443.4 4.1 468.4 4.1 5.6
~Ireland : 4.1 2.0 5.8 0.1 4.3
-Italy 629,90 5.8 $38.2 3.8 4.6
~Greece 48,5 0.5 47.2 0.4 =2.7
B, OTHER OECD COUNTRIES  2582.5 240 2813.8 24.8 9.0
1154 1073.5 6.0 11491 18,1 7.0
~Japan 405,23 3.8 306.6 4.5 25.0
-Svitzerland 233.9 2.2 186.6 1.6 -20.2
-Austria 7.9 L3 153.1 1.3 1.0
~Bthers 731.9 6.8 818.5 7.2 £1.8
11, ISLAMIC COUMTRIES 3898.2 3.2 37438 33.0 -4.0
f. HIDDLE EAST COUNTRIES 2852.1 26,3 27731 24.4 -2.8
-Iran ' 1548.1 4.4  1264.6 1.1 -18.3
~Irag %440 8.8 11367 18,0 20.4
-Saudi firabia 213.8 2.0 226.2 2.0 4.8
-Kuwait ‘ 97.6 0.9 98.4 0.9 8.8
-Lebanon 2.4 0.0 1.1 3.0 -54.2
-Syria 17.8 0.2 1.3 0.1 -8.4
~dordan 3.5 0.1 13.9 0.1 136.4
-fibu Phabi §.0 0.0 4.1 0.0  40900.0
-Dubai 0.0 5.8 8.3 0.0 782.4
-Bahrain 2.4 0.0 1.8 g9 -29.0
~Qatar 1.4 8.0 3.2 6.0 128.6
~Onan 8.4 0.1 0.0 0.0 -100.0
" _N.Cyprus 9.0 8.1 7.2 0.1 -20.0

B. HORTH AFRICAN
COUNTRIES _ 947.4 §69.4 7.7 -8.2
-Libya 667.9 6,2 620.7 3.9 -7.1
-Eqypt 4.4 0.¢ 6.9 8.1 56.8
-Algeria 103.3 1.0 160.8 1.4 J2.7
-Tunusia 55.0 3.9 21.2 - 0.2 -61.3
—Horecco 121.7 f.1 39.8 0.5 -50.9
C. OTHERS 98.7 0.9 101.3 0.9 2.6
111, EAST EUROPEAN COUNTRIES 949, 1 8.8 633.0 5.8 -31.2
-USSR 313.1 2.9 220,7 1.9 ~29.5
-Others £36.0 3.9 432.3 3.8 320
IV, OTHER COUNTRIES 353.5 3.3 586.1 5.2 65.8

TETAL 10756.9 100.0 - 11343,5 100,90 9.3
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4) BajLance of Trade

The irmport bill rose by 5.45 percent to 11,344 million dollars
in 1985, wkilst exports increased by 11.56 percent to 7,958 million
dollars. A= 2 result, the foreign trade deficit was lower by 526.9
million do-dlars as compared with 1984.

TRADE DEFICIT*CHONTHLY)
(US & MILLIOW

BONTHS 1980 1981 1982 1983 1984 1985
JAl 197.0 1.3 i6l.8 261.6 123.1 -134.1
FEB 357.8 337.2 257.4 36,3 94.6  -189.9
HAR 136.3 373.4 237.6 3811 108.1  -311.4
PR 142.3 336.4 357.4 181.7 2.3 -2%.5
HAY 496.0 463.5 354.2 283.9 33,3 -229.9
JOH 387.6 343.8 315.1 317.6 324,5 -197.0
JHl 462.8 461.3 265.6 277.8 436,5  -313.9
AUG 404.1 327.2 245,35 3.9 258.0  -125.6
SEP 917.4 289.1 168.8 223.1 47,5 344,86
ocT 705.9 170.6 187.5 2a3.9 277.5 3145
NOv 2553 247.9 151.1 245.7 6.2 -M2.4
DEC 538.0 366.9 293.3 416.1 597.4  -276.6

#Traditional Definition

TRADE DEFICIT {CUMULATIVE)
(U5 & HILLIOK)

NONTHS 1980 - 1981 1982 1983 1984 1985

JAN 197.0 371.3 161.8 261.6 123.1 154.1
FEB 354.8 908.3 419.2 608.1 217.1 344.0
MAR 691.2  1281.9 636.7 991.4 325.2 6994
#PR §38,7 16183 10442 11731 £37.9 951.9

HAY 1334.7  2083,8  1368.4  1439.0 973.8 11817
JUN 1722,3 2427.6 16835 1776.6  1298.3  1378.8
JuL 2185.1  2898.9 19491  2054.4  1754.8 1927
alG 2589.2 32161  2194,6  2396.3 20048 18183
SEP 3506.4  3505,2  2383.4  2619.4 24223 21629
0er 4212.3  3675.8 25709  2845.3  2699.8 4775
NOY 4467.6 39237 27220 390 30260 2819.9
DEC 5005.5  4230.6 30153  3307.1  3623.4 30963
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TURKEY'S TRADE WITH THE EEC
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5) T erms of Trade

The terms of trade deteriorated in 1974 and again, and more
geriously ', in 1975; they have never wholly recovered since then.
After a s light improvement in 1976 and 1977, there was an ever
further & eterioration during the period 1978-1983, but terms of
trade showed a substantial improvement in 1984.

FORETGN TRADE THDICES (1973=100)

it us ¢

EXPORT  TMPORT  TERMS OF EXPORT  IMPORT  TERMS OF
PRICES  PRICES  TRADE PRICES  PRICES  TRADE

1980 1192.60 205350 58,07 215,80  379.20 36,9
1981 157190 2879.70 54,59 191.30  367.30 52.08
1982 2129.7¢  4168.%0  5L.0% 178,90 36020 49,85

1983 2621,60  5191.70  50.50 138,80 323,80 48,80
1934 4293.10  7522.30 %656 189,70 284,60 35,34

GLUARTERS

1989 1 930,30 1310.20 7100 20970 294.90 7016
IT 135,40 174440 65,09  209.00 337,50 51,93
1T 1300.5¢  2497.60 532,07 22380 443,70 49,80
W 137,20 2512.60 55,21 220.80  408.38 74,03
1981 1 1437.60  2891.10  49.73 211,10 436.60 48,35
I 1473,90 2148.60 68,60  197.70 - 297.40 66, 48
M1 540,70 3132.18 - 52,33 - 189,30 37550 .33
I 16%4,90  32404.80 48,60 177.90 3722 47. 66
1982 1 183280 3616.88  50.65 173,00  359.80 43.47
IT  1836,80 3789.80 48,99  167.60  330.40  47.82
11T 2321.8%  4369.70. 5313 1866l 360,30 al.76
IV 242,10 4777.10 50,49 132,10 369.50 49,28
1983 1 23¥.50 5147.2¢ 4541 16620 37440 44,24
I 2351.80  4573.%0 51,42 152,90 364,20 .26
TIt 2700.76  5309.40 50,87 158,00 31%.00 41,33
v Z951.08  Ge8l.e0 51,94 19520 0410 51.04
1984 1 701,00 8573.60 4315 led.00  302.70 .18
IT  3%72.60 730970 54,35 157,70 299.70 32.62
111 471150 8677.48 54,30 16700 318.20 a2.4%
IV - 4760.90  7571.00  62.0% 153,20 254.10 60.29
1930¥% o '

X Indices has not been published yet.

L4

The deterioration was of course a consequence of export prices
increasing less rapidly than import prices. In fact, on a dollar
pbasis, prices of Turkish exports increased by ‘'only 53.2 percent
between 1973 and the last quarter of 1984 whilst, on the same basis,

rices of Turkish imports increased by 154 percent. That is to say

hat the rate of increase in import prices was ;
that of export prices. P P almOStrthree.tlmes
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The same trend was registered in terms of Turkish Lira values,
although the increases in prices were even more accentuated.
Export prices increased by 1,287.2 percent in total and at an
average growth rate of 45.6 percent per annum between 1973 and
the last quarter of 1980, whilst import prices increased by
2,412.6 percent in total and at an average growth rate of 58.5
percent per annum during the same period. The big drop in the
terms of trade came in 1975, followed by slight improvements in
1976 and 1977 and another decrease during the period 1978-1982.

Some amelioration was registered in the fourth quarter of 1983
and this continued during 1984; in the fourth quarter of that year,
the terms of trade index rose to 60.3 percent from 51.0 percent of
the final quarter of 1983.

6) Invisibles

Workers' Remittances

Workers' remittances continue to make a very important contri-
bution to the Turkish balance of payments

One factor which at ledst prevented a drastic fall in remittances
after the 1974 world recéssion was that many workers'savings abroad
reached the targets set by the individuals concerned. For most workers
the target is the amount they will need to make a long-planned
investment on their return to Turkey. This tendency is supported
by confidence in the German Mark and expectations of further. deva-
luations in Turkey. Others who have not determined where or how
to invest their savings keep them abroad until they decide on an
investment proposition; in the meantime, they remit the minimum
amounts that they feel obliged to send home.

H]

One additional obstacle to transfers is the difference in
profitability between investments abroad and those in Turkey.
Because - of the reasons mentioned above,along with various other
factors, workers' remittances decreased from 1.8 billion dollars
in 1984 to 1.7 billion dollars in 1985,

During the 24-years' period between 1961-1985, an additional
purchasing power corresponding to 19.3 billion dollars was injected
into the Turkish economy in the form of migrant workers' remittances.

3 r WORKERS’ REMITTANCES
B 7,
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VORKERS’ REMITTANCES

OONTRLY)  (US § WILLION

UALUES PERCENTAGE CHANGE

HOHTHS 1982 1983 1984 1985 83782 84/83 - 85/84
JaN 149,2 121.2 83.4 151.9 -18.8 -31.2 82.1

FEB 130.8 103.7 98,9 134.0 -19,2 -6.8 36,0
HAR 147.3 129.3 98.7 i22.8 -12.2 -23.7 24.4

AP 152.3 7.1 81.7 123.1 -23.2 -1.2 0.7

Hay - 166.1 107.7 119.2 128.3 -32.7 18.7 7.8

JUN 165.6 199.9 139.8 93.3 -33.6 27.2 -2%.7

JUL 246.4 164.0 233.8 216.9 -33.4 42.6 -7.6

AUG 300.9 191.7 242.3 132.8 -36.3 26.4 -24.6

SEP 196.3 139.7 172.9 183.5 -29.9 23.9 6.1

ocy 203.6 146.3 160.2 i62.3 -3.14 14.2 1.3

HOV 143.0 103.4 267.4 136.6 ~27.7 158.6 -43.9

DEC 190.7 123.3 183.3 134.4 -35.1 43.1 “26.7

YORXERS’ REMITTAHCES

(CUMULATIVE) {us ¢ HILLiOH)

UALUES : PERCENTAGE CHAMGE
HONTHS 1982 1983 . 1984 1983 83/82 84783 85/84
A 149.2 121.2 83.4 151.9 -18.8 -31.2 . 81
FEB 280,90 226.9 181.9 205.9 -19.0 - -19.8 7.2
HAR 427.3 356.2 280.6 408.7 -16.6 -21.2 - 457
APR 579.8 4733 362.3 531.8 -18.4 -23.5 - 468
Hay 733.9 581.0 481.3 660.3 =213 -t7.1- Wl
JUN M55 690.9 621.3 758.6 -7 . -0 22.1
JiL 1151.9 854.9 835.1  %74.6 -23.8 LA 14,0
AlG 1452.8  1046.4 1097.4 1157.4 -28.0 4.9 3%
SEP 1649.3 11811 1270.3  1340.9 -28.4 7.6 3.6
0cT 1852.9  1326,3  1430.5 1503.2 -28.4 7.9 Sl
HOW 1995.9  1429.7  1697.9  1639.8  -28.4 18.9 -3.4
DEC 2196.6  1553.5 1881,z 1774.2.  -29.0 21.1 =97

'Tourism'Receipts and Expenditure

in 1985, net revenue from tourism and travel soared by 184:
percent, from 271 million dollars in 1984 to 770 million dollars,
As may be sSeen from the balance of payments table on page 102
tourism and workers' remittances again provided most of the -
favourable balance on the invisibles account. -
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TOURISM REVERUE AHD EXPENDITURE

{Us § HILLIOW

RECEIPTS PERCENTAGE CHANGE
NONTHS 1982 1983 1984 1985 1983782 1984783  1985/84
JAHUARY 16386 22100 17943 42800 3.2 -18.8 1341
FEBRUARY 21362 26336 20639 43000 23.3 -21.6 113.0
NARCH 17072 2197 24115 67000 35.6. 4.1 177.8
APRIL 257535 26239 21963 84000 1.9 -16.3 282.5
ey 28574 43253 26032 99000 51.4 -3%.8 2803
JUKE 23324 30500 27520 107000 30.8 9.8 28,8
JULY 37776 33700 36761 154000 -10.8 9.1 318.9
AUGUST 40454 38835 43529 153000 43.4 -17.5 21%.3
SEPTEMBER 35957 41303 30843 126000 15.4 -t.4  224.4
OCTOBER 39331 40583 54367 101000 | M0 85.7
HOVENBER 34085 29405 56101 64000 -13.7 90.8 14,1
DECEMBER 33502 38373 175020 52000 -36.3 194.8 -70.3
TOTAL 373798 410986 547853 1094000 9.4 333 99.7
EXPENDITURE
PERCENTAGE CHANGE
HONTHS 1982 1983 1984 1985 1983/82 1984/83  1981/84
JAHUARY 3245 6784 12992 18000 29.3 91.5 38.5
FEBRUARY 5746 6363 17600 15060 10.8 176.5 -14.8
HARCH 5208 9049 23181 18000 73.8 156.2 ~22.4
APRIL 8351 8345 18850 24000 ~2.4 123.9 27,3
HaY 6606 20179 44665 32000 205.3 121.3 16.4
JUNE 8196 11260 27639 27000 36.7 146.8 -2.3
JULY 11698 15700 25079 33000 3.2 1.7 3.6
AGYST 16916 11274 34343 27009 ~33.4 204.6 -21.4
SEPTEMBER 18246 9750 18696 31000 -46.6 9.8 65.8
0CTOBER 7152 2033 178435 24000 2.3 122.1 .5
HOVENBER 5690 6918° 16222 - 28000 21.6 134.5 72.6
DECEMBER - 9436 13718 197¢1 27300 45.4 44.3 36.4
TOTAL 108690 127315 276903 324000 17.1 117.5 17.0
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HET REVENUE FROM TOURISH AND TRAVEL

(05 & HILLION

NET REVENJE = PERCEHTAGE CHAMGE

MONTHS 1982 1983 1984 1985 1983782 1984/83 1983/84

JONURRY 11340 1SM6 451 24000 3.0 7.7 3048
FEBURY 1616 1971 3 MM 2.9 B8 8.2
HARCH UgEd 1108 934 49000 189 9.4 51463
APRIL P24 1789 33 60 4.0 826 16274
HAY 298 2076 18633 47000 5.0 -180.7  -352.2
JUNE 5128 190 -19 00 2.6 1006 -673%6.9
JuLY %078 10000 1162 12008 310 B 9359
AUGIST 23538 47561 14186 126000 M2 702 7882
SEPTENBER 17711 31753 2047 95N 79.3 %6 WLS
OCTORER 1% IS8 %2 0 L1 123 107
NOUENSBER 28395 22407 BES MON  W8 773 97
DECEMER 46066 21655 155229 25000 5.0 616.8  -83.9
TR 2678 26371 290 770000 6.2 4.5 18,2
[} receers:

1.0 pm

0o | UAY ExeenDITURE
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% 0.7 |~
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7) Balance of Payments

The performance of the balance of payments in 1985 may be
described as generally satisfactory.

According to the new definitions of the items, the foreign
trade deficit last year increased slightly, by 1.1 percent to
2,975 million dollars compared with the 2,942 million dollars,
deficit registered in 1984. Bearing in mind the far greater freedom
granted to importers, this was a by no means unsatisfactory outcome.

The balance on the "invisibles"™ account was a positive one,
“but was not of course sufficient to cover the trading deficit.
Nevertheless, the current account yielded a deficit of 1,013
million dollars, which was some 400 million dollars less than
that of 1984. In this respect, too, the balance of payments
performance was encouraging.

According to official estimates, if decline in oil prices
continues in the second half of this year, import bill would be
reduced by around $1 billion and the trade deficit would be
smaller by the same amount.

Turkey managed to make net-back deals with her oil suppliers
and during the first quarter of this year paid $583 million for
3.377 million toms of crude. In the corresponding period of 1985
$804 million was paid for 3.67 million tons. Thus, as a roughly
estimate, price per ton dropped by 26.9 percent.
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BALANCE OF PAYHMENTS

{US $ MILLION)

1982 1983 1984 1985

fi. CURREMT ACCOUNT

Exports (Fob) 5746 . 5905 7389 8255
Imports (fob) -8406 -8895  -10331  -11230%
Trade Balance -2660 -2990 -2942 -2973
Other goods, services '
and income credit 2044 2041 2366 3148
.travel 373 420 548 1094
.other 1671 1624 1818 2034
fther goods, services
and income debit -2539 -2664 ~2943 -3184
travel -149 -128 -277 -324
.intzrect payments -1463 -1444 -15%% -1753
.other -929 -1093 -1082 -1197
Total -3153 -3613 -2521 381!
Private unrequited
transfers credit 2187 1569 1361 1782
.migrant transfers 0 ] 0 D
.workers remitiances 2140 1513 807 1714
.other 49 96 94 63
Private unrequited
transfers debit ] -2 -16 -20
OFficial unrequited
transfers debit 103 236 229 236
furrent ficcount Balance -61 -1823 -1407 -1013
R.CAPITAL, EXLUDING
RESERVES 163 690 133 1050
Direct investrent ] 46 113 99
Pertfolio investment 0 g o 0
Other long-term
capital movements 7 =389 44 -699
(ther short-tern '
capital movenents 81 1833 36 1630
C.HET ERROR AND OMISSION - -1 - 507 37 -8
0. EXCEPTIONAL FINANTING 902 622 10e2 676
E.COUNTERPART ITEMS i3 1al- -171 370
QUERALL BALAHCE 168 152 -6% 273

F.TOTAL CHHANGE IM
RESERUES -168 -132 66 -&7%

¥Gold inport of ¥ 269 millions is inclusive.
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Gold and Foreign Exchange Reserves

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

THTERNATIONAL RESERVES
" {US § MILLION)

GROSS

FOREIGH  GROSS

EXCHANGE  THTERN, HET
YEARS GOLD  RESERVES RESERVES OUERDRAFTS RESERUES
1972 132 1196 1322 1 1312
1973 146 1906 2052 13 2033
1974 146 1473 1619 it 1608
1975 14t 1897 1243 31 1192
1976 145 1053 204 124 1030
1977 f46 721 867 249 827
1978 158 02 {032 L 71l
1979 155 793 950 244 706
1980 155 1308 1463 234 1209
1981 133 181 1726 69 1657
1982 155 1873 2023 43 1980
1983 155 2098 2233 164 2089
1984 00 3099 3399 417 3482

1985 1040 2615 3635 36 3279

ROSS FOREIGH
EXCHANGE RESERVES

(S $ NILLIAH)

GROSS
FOREIGH
CEHTRAL EXCHANGE
YEARS BAKK BANKS  RESERMES

£980 1077 231 1308
1981 928 643 1571
1982 1088 793 1873
1983 1233 845 2098
1984 1239 f8e0 . 3099
1983 1020 1593 2615
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8) Foreign Capital Investment

During the period 1980-85, the net inflow of foreign capital
was some 4.5 times greater than during the whole of the previous
27 years.

SECTORAL DISTRIBUTION OF FOREIGH COMPARIES
OPERATING UNDER LAY HO.6224 AND DECREE ‘HO.30

{as at Dec, 31. 198%) (HILLIOH TL)
PERCEHTAGE

- I TOTAL PERCENTAGE

HUMBER FORETGH FOREIGH  TOTAL  IN TOTAL

SECTORS OF FIRMS  CAPITAL CAPITAL  CAPITAL CAPIVAL
AGRICULTURE 7 6161 2.1 13952 43.73
HINIHG 4 813 0.39 1078 75.98
MANUFACTURING 202 118159 36.70 323098 36,97
Electrical-Electronics 21 11052 5.30 21286 51,92
Machinery 13 7941 3.81 22202 35.77
Textile 21 7848 3.76 16643 47.11
Fertilizer { 976 0.47 2063 47.26
Chemicals k]| 15185 7.29 20159 73.33
Glass 3 1783 0.86 18450 9,66
Cenment i 765 0.37 5400 14.17
Baked Clay and Cer. M. U 1237 8.59 4024 30.74
Automotive Equipment 9 t4408 6.72 41134 34.05
futa, Related Ind, 9 7397 3.53% 19105 38.72
Metallic Goods 4 2472 1.19 9587 29.78
Henferrous Hetals 3 1262 8.61 al1é0 15.47
Iron and Steel 8 12102 3.81 67179 {8.02
Plastics 4 719 0.4 2883 24,92
Tyres 4 3702 1.78 6636 35,79
Forest Products 7 1358 .56 3943 29.%7
Paper 3 1750 .84 Jodl 48,08
Food and Beverages & 24687 11.85 46049 53.61
fierospace 2 243 .12 500 49,00
Other i 1888 0.% 4035 46,56
SERVICES 208 83327 39,98 126863 55,68
Trade 123 10457 3.02 13762 75.98
Tourisa 20 9943 4,77 19960 49,81
Banking 19 43839 21,03 99223 74.82
Land Transportatien 4 1534 6.74 2363 64.92
Haritine Transportation 3 §1936 3,74 23930 49.9
{ither KL 5598 2.69 7623 73.44

GRAND TOTAL 421 208410 100,00 464983 44.82
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Major fields of interest have been the manufacturing industries
and tourism but banking has also proved to be an attractive field
and ever more foreign banks continue to apply for authority to open
branches in Turkey :

It is not necessary to look far to understand investors' new-
found interest in Turkey since 1980. Red tape has been drastically
reduced and the processing of foreign investment applications has
peen centralised with the result that the examination process 1is
much more rapid and efficient.

But in spite of all the incentives which have been introduced,
more remains to be done to encourage foreign investors. One idea
is to accelerate the egtablishment of free trade zones where tax
exemptions and relaxed currency controls will induce foreign interests
to build up export-oriented industries. The first free zone is now
due to be opened in September, 1986.

By the end of 19835, there were a total of 421 firms operating
in Turkey under the protection of Law No.6224, the Law for the
Encouragement of Foreign Capital Investment, and Decree 30 under
the Law for the Protection of Turkish Currency.

The manufacturing sector, in which 202 of the 421 firms were
operating, has SO far proved to be the most attractive field for
foreign investors. This is followed by the trade, tourism and
banking sectors.

End-1985, the 421 firms were capitalised at 465.0 billion TL.
and the foreign capital contribution was valued at 208.4 billion
TL, 44.8 percent of the total. ‘

FOREIGH CAPITAL INUESTHENT APPROVALS
UHDER LAW KD. 6224 AND DECREE MD. 30
US & HILLION)

HUMBER

YEARS OF FIRNS AWOUNTS  CURULATIVE
1979 _ 91 228.1 223.1
1940 108 97.0 325.1
1981 127 3375 662.8
1982 170 167.0 829.6
1983 183 102.7 932.3
1934 267 271.0  1203.3

1983 421 234.3 MR
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BREAKDOWN BY COUNTRY OF ORIGIN OF FIRKS GPERATING
UNDER LAV HO. 6224 AND DECREE NO. 30

(as of 31.12,1985) - (HILLION TL)
PERCERTAGE |
N TOTAL PERCENTAGE
. MUNBER  FOREIGH  FOREIGH TOTAL  IN TOTAL
COUNTRIES OF FIRHS  CAPITAL-  CAPITAL CAPITAL  CAPITAL
AUSTRIA 8 8 0.2 98 5128
BAHRATN | 4 624 B3 73.93
BELGIUN 6 0 047 197 493
CANADA t 1097 0.5 3540 2.9
DERNARK 6 9259 4.45 19130 48.40
EGYPT 1 9 002 100 49,00
FIRLAND t W 9.4 588 5102
FRANCE 7 Si24 246 710 43,76
GLOBAL BODIES 37 26750 12.85 59687  44.82
1B 8 1644 079 973 1717
IFC 2 1363 0.65 14250 9.5
IRAN 17 Mt 130 2888 94.53
IRAG 7 417 0.6 2286 6L
ISRAEL ! 29 0.0 W %667
ITALY i 8126 390 15494 5245
JAPAN 3 3% 002 . 100 39.00
JORDAN 1 2382 L4 2382 100.00
KUWATT 2 1006 0.48 2185 47.%
LEBANON 3 207 L1 715 31
LIBYA 3 1439 6,92 28775 50.04
LUKENBOURG 4 37 L6 015 32.9%
HONACD 1 007 2 4487
HETHERLANDS 18 13532 650 20700 62.36
H. CYPRUS 3 74 0.4 97 97.69
PAKISTAN 3 75 0.4 152 49.34
PAHANA 2 154 0.67 273 S6.41
SAUDI ARABIA 1 6703 3.2 11490 58.34
SWEDEN 6 15 0.06 923 1246
SWITZERLAND 63 3616 1241 11472000 3105
SYRIA 28 1415 0.68 2180 64.91
UAE 2 1370 066 200 R.57
UK M 11890 571 25720 46.23
ush 60 W87 1481 44381 69.48
V. GERHANY 59 20796 10.47 45159 4B.%7
VUGOSLAVEA 1 N3 G5 000 3130
TOTAL 421 208212 100.00 464983  44.78

Switzerland has so far been the front-runner in investing in
Turkey, 63 of the 421 firms were set up with the capital partici-
pation of Swiss companies. Sixty firms have been set up with the
capital participation of USA companies, and next in order are West
German investors, 59 in. all.

_Of the total %oint venture capital of 465.0 billion, TL. 323.1
billion TL was contributed by the 202 firms operating in the manu-
facturing sector. This sector was followed by the services sector,
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where 208 firms operated with a combined equity of 126.9 billion
TL. with a rush of new investment, trade and the banking sector
gained particular vitality and importance in the past year.

. The sectoral break-down of the capital brought in by foreign
investors shows that 118.2 billion TL. was in the manufacturing
industry sector and 83.3 billion TL in the services sector,

9) Free Zones

Within the framework of its outwardly-oriented economic policy,
the Turkish government has for some time past directed special

attention to preparations for the early opening of the country's
free zZones.

The Mers1n and Antalya Free Zones, with 760,000 m? and
470,000 m? overall area, respectively, Will be opened during
1986 These will prov1de entrepreneurial and trading facilities
for both Turkish and foreign investors with interests in opening
up new markets and increasing their turnover in existing outlets.

-Feasibility studies of the two free zones which are to be
set aside for export processing and manufacturing are nearing
completion. These two zones - at Adana/Yumurtalik (50 km? area)
and at Izmir/Nemrut (12 km? area)- are located, respectively, on
Turkey's Mediterranean and Aegean coasts and they are intended to

gserve large-scale foreign and domestic industrial concerns within
the course of the next three years.

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

- Turkey's stable politic-economic situation;

- Turkey's strategic location as a bridge between Western
Europe and the Middle East,

— The availability of a large hard-working and relatively
cheap labour force;

—~ The availability of ‘State finance and prov1s1on of comprehensive

infrastructural facilities;
" - Exemption from all categories of Customs dutles and charges,

and from Corporation and Income Taxes; '

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

- Unrestricted transfer of free zone origin prof1ts and:
invested capital;

- Payments.in foreign currencies as required;

— Minimal formalities and bureaucratic interference;

—- Long-term land leases at very favourable rates;

- Zone management by private enterprlse Zone Operators,

- Easy access to active and growing urban centres;

- An adequate and hospitable social and cultural env1ronment.
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Furthermore, demand from Turkish and foreign companies desirous
of operating in the Mersin and Antalya Free Zones has been even
greater than expected. The requirements of the 490 domestic and
60 foreign applicants for space in these two zones amount to three
times the total area available. Now, evaluation procedures are
under way with a view to establishing at the earliest possible
moment which of these applications will be accepted.

10) Turkish Contractors Operating in the Middle East and
North Africa ‘ '

The activities of Turkish contracting companies in the Middle
East and North Africa slowed during 1985. According to data presented
by The Turkish Contractors' Association, the number of Turkish
construction companies working abroad increased from 22 in 1978
to 296 in 1985, '

NUMBER OF TURKISH CONTRACTORS OPERATING ABROAD ¥

COUNTRIES 1978 1979 1980 1981 1982 1983 1984 1985

LIBYA 13 19 EL 68 9 105 185 13
S.ARABIA 4 3 13 19 79 109 120 120
iRR0 3 4 7 13 33 35 35 35
JORDAN ] ] 2 3 8 It 13 1
U.A.E. 1 1 2 2 2 2 2 2
KUWAIT ! | 3 3 6 6 ] ]
EGYPT 0 0 | i 1 1 | {
SENEGAL 0 ] 0 8 1 t i )
IRAN 0 ] 0 0 0 f 2 2
UBANDA 9 0 ] 0 2 2 2 2
ALGERIA 0 i ] 0 | 1 i |
OTHERS 0 0 0 2 9 9 i0 1%
TOTAL 22 K] 62 13 242 283 296 29 ¥

*Number of firms active in more than one country is 66,
and total number of individual firms operating abroad
is 230.

The primary markets for Turkish contractors in 1985 were
Saudi Arabia and Libya; 120 firms were operating in Saudi Arabia
compared to 105 in Libya, 35 in Iraq, 11 in Jordan, 6 in Kuwait,
2 in the United Arab Emirates and 17 in other countries.
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Turkis¥r contracting companies operating abroad held contracts
valued at axound 15 billion dollars at the end of 1985.

BREAKDOWN ,BY TYPE ,OF TURKISH CONTRACTORS
OYERSEARS CONTRACTS (1973-1983)(US & MILLION)

LIBYA  S.ARABIA  IRAD OTHERS  TOTAL

CONSTRUCTION 9381.8  3369.0 836.8 60,1 14146,%
ERECTION/ASSENBLY 19.0 70.6 9.8 13,9 197.4
OPERATION AND

MATHTEMANCE 0.3 37.8 15.7 0.0 33.8
DESIGN, ENGTHEERTHG

AND SURUEY 40.4 14,3 0.6 2.9 98.2
TOTAL 9420.7  M9L.7 968.0 376.8  14456.3

11) Foreign Exchange Rates

The 1985 Lira devaluation rates against US Dollar, Sterling
and Deutsche Mark were 29.19 percent, 60.72 percent and 65.30 per-
cent, respectively. The percentages for the French Franc, Swiss
Franc, Belgian Franc and Austrian Schilling were 64.71 percent,
62.39 percent, 61.99 percent and 64.43 percent, respectively.

EXCHANGE RATES (ERD OF YEAR)
TURKISH LIRA

YEARS  US DOLEAR STERLING DEUTSCH  FRENEH SHISS  BELGIAH AUSTRIAN
NARK FRANC FRANC FRANC SCHILLING

1970 14.83 35.94 4,89 2.69 3.46 .38 0.58
1971 14,00 36.48 4.34 2.74 3.65 0.31 .60
1972 14.80 32.90 4.1 2.74 3.65 .31 0.60
1973 14,00 2.0 323 3.04 1.3 0.35 0.72
1974 13.83 3,82 5.69 2.9 3.22 0.%7 0,79
1975 15.00 31.685 3.99 3.48 3.60 0. 40 .89
1976 16.50  26.40 .83 .13 6.80 0.45 0.97
1977 19.2% .70 8.60 3.9 8.3 .54 1.17
1978 25,00 30.10 13.97 5.97 16,67 0.88 1.89
1979 35.00 79.02 26,22 8.60 21.85 1.24 2.82
1980 89.25  210.12 45.15 19.54 38.20 2.8 6.36
1981 132,30 250,25 59.3% 23.07 73.38 3.46 8,32

1982 184,90 300,55 - 78.25 27.60 93.05 .97 112
1983 200.00 401,38 10075 k25 12,97 5.09 14.35
1984 444,30 514,28 141,05 46,19 120,43 7.03 .13
1985 574,00 B26.56  233.13 76.08  276.78 1.42 310
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FOREIGN EXCHANGE BUYING RATES
(END OF MONTH) TURKISH LIRA

HONTHS us DEUTSCRE  FRENCH SWISS  BELGIAN AUSTRIAN
AHD YEARS DOLLAR  STERLING HARK FRANC FRAKE FRANC SCHILLING
1982
JAN 139.60  263.01 60,30 23.79 73.79 3.5 8.63
~ FEB 143,70 261.22 60.35 23.68 76.85 .29 8.60
MR 146,35 261.0] 50.70 23.47 73.30 3.22 8.65
APR 147.74  263.07 62.60 24.01 25.35 3.32 .90
Ay 151.20  270.65 64.73 24.77 75.79 3.1 9.17
JUR 164.0¢  233.06 66.30 23.89 77.39 3.4 9.41
JUL 167,50 291,33 68.40 24.57 2,22 .54 9.72
AUG 170.90  299.76 69.95 24.089 82.72 3.63 9.95
SEP 17508 298,72 69,60 24,62 80,98 3.60 9.90
ocT 178.85  300.74 70.15 24.83 81.26 3.63 9.99
KoY 183,00 294,17 73.50 25.99 85,99 .79 10.45
DEC 184.90  300.55 78.25 27.60 93.83 3.9 11.12

1983
JiN 191,15 2939 78.45 27,66 935,89 4.00 .17
FEB 194,30  296.31 80.43  28.37 93.64 4,08 11.45
HAR 203.75  296.46 84.10 28.06 982.07 4.3 1.9
APR 208,00 324.90 84.63 23,22 100,83 4,83 12.83
#ay 213,75 344.18 #M.9 28,32 102.31 4,23 12.06

JUN 21935 335.61  86.40 2876  104.43 432 1226
JuL 228.90  34B.00 86,55 26,78 10754 4,33 12,34
AUG 238,85 357.32  8%.10 2959 9.9 4.43  12.68
SEp 243,45 3462 9200  30.32 11403 454 13,09
ocT 250,00 373,38 95.40 31,32 7.7 4,69 13.56
Hov 266.20  387.72  97.60 3219 12183  4.B2  13.90
DEC 280,00 401,38 100,75 3325 12797 5.09  14.43
1984
JtH 309.30 434,57 109.90  35.92 137.86 538 15.9
FEB 308.75  460.B1  118.65  38.48  143.01 5.80 16,83
MAR 320,60 46141 12380 40,18 149.01  6.05  17.60
APR 337,75 47386 125.28  40.82 15153  6.05  17.80

HAY P0.20 L4 131D 42.34¢  157.48 6.38 18.51
JUK 366,10 49473 1317 2.9 15.31 6.47 18.78
JuL 388,75 497,53 131.48 42,84 1301 6.30 18.76
AUG 386,70 906.38 1.2 42.74  161.39 6.66 19.13

Sep 406,55 506,89  134.40 43.81  162.92 6.63 19.15
1in} 412,15 501,38 136,05 44,36 163.42 6.74 19.38
Kov 429,10 515,13 138.60 43.24  168.64 6.9% 19.73
PEC 444,30 514,28 141,05 46.19  170.43 7.09 20,13
1983
JAH 431,40  506.92  142.55 46.63  148.97 7.13 20.29
FEB 480.90  325.62  144.85 47,52 169.78 7.19 20.82
AR 488,65 609,93 198,63 398 187.94 7.0 22.62
PR 389.70  623.91  163.05 7337 19476 8.10 21.31

HAY 325,70 668,69  170.85 96,18 204.85 8.0 24,29
JUH 333.05 692,43 175,05 .4 210,92 9.68 24,9
JuL 329.45 79447 187.55 61.62  230.30 9,29 26. 63

huG 33,25 747.88  191.60 $3.39  23.¥7 9.7 27,56
SEP 42,20 762.88 202,70 66,43 247,58 %.99 28.99
ocy 548,80 792,47 209.9% 68,88  256.09 10.35 29.89

HOY 552.90  827.64  210.50 72,83 268.22 10.96 31.66
DEC 57400 826.56 233,15 76,08  276.76 11.42 33.10
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CHANGES I FOREIGH EXCHAMGE RATES
(1%78=100) (EHD DF YEAR)

YEARS DEUTSCH  FRENCH SWISS  BELGIAN AUSTRIAN
US DOLLAR STERLING HARK FRANC FRANC FRANC SCHILLING

1978 100,90 180.0 100.0 100.0 196.0 100.8 106,10
197% 94,3 101.5 106.2 181.6 105. 4 104.3 104.4
1972 94.3 91.5 106.2 181.6 105.4 104.3 104.4
1973 94.3 89.9 128.3 112.9 125.5 115.9 124.3
1974 93.3 88.5 138.1 10.6 130.8 124.4 137.40

1975 101.0 86.4 145.4 i2%.2 162.49 i33.1 143.7
1976 1A 73.5 i67.4 123.6 196.7 148.% 167.7
1977 129.6 96.6 210.2 144.8 256.0 179.4 202.4

1978 168.4 139.4 338.9 221.5 482.0 292.8 328.2
1979 235.7 219.9 494.3 319.2 631.9 415.7 489,2
1980 801.0 584.7  1103.7 725,13 14519 938.5  1104.9
1981 890.9 696.3  1426.3 85%.3  2122.3  115%.6  1445.4

1982 145.1 836,32 131,84 10245 26913 1326.0  1931.9
1983 1883.3 117.7 24847  123%.1 3709.2 17851 259315
1984 29919 1430.9 3487 1717.1 49257 230,00 70,7
1985 3869.3  2299.8  5700.4  2828.2  7998.8  3806.7  5706.9
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CHANGES IN FOREIGN
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SECTION 11

THE STATE OF THE TURKISH ECONOMY AT 1986
THE FIRST HALF






CHAPTER 1V

NATIONAL AccounNTs., INVESTMENTS
PusLic FiNance., PropbucTion AND EMPLOYMENT

1) Growth Rate in 1986

Following two consecutive years of negative growth in 1979
and 1980, an average growth rate of 4.6 percent was achieved during
1981-1985, with the lowest, 3.3 percent in 1983, and the highest
5.9 percent, in 1984,

Average sectoral growth rates for 1981-1985 were 2.5 percent
for agriculture, 7.0 percent for industry and 4.5 percent for ser-
vices, contributing an average growth rate of 4.5 percent for Gross
Domestic Product and 4.6 percent for Gross National Product,

Sectoral growth rates achieved in 1985 were 2.8 percent for
agriculture, 5.5 percent fon industry, 4.3 for services and GDP,
and 5.1 percent for GNP,

Estimates for 1986 prepared by the State Planning Organization
are, set at 4.6 percent for GDP and 5 percent for GNP. Sectoral
growth rates are estimated at 3.3 percent for agriculture, 5.5
percent for industry and 4.7 percent for services. Compared with
1985, agriculture and services are expected to perform better in
1986, whilst industry is estimated to grow at a slower rate.

SECTORAL GROWTH RATES
(at 1968 fixed factor prices)

SECTORS 1981 1982 1983 1984 1983 §981- 1986
1983
AGRICULTURE 0.1 6.4 -6.1 3.3 2,8 2.5 3.3
INDUSTRY 7.2 4.6 8.2 9.3 3.3 2.0 5.5
SERVICES 4.8 4.1 4.2 5.3 4.3 4.3 4,7
Gop 4.2 4.8 4.1 3.8 4.3 4.6 4.6
GRP 4.1 4,6 3.3 5.9 3.1 4.6 a0
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No ma- # or changes are expected to take place in the sectors’
shares witr—min GDP Dbetween 1985 and 1986. As may be observed from
the average= growth rates for 1981-1985, the leading sector is in-
dustry. As a result of the differential sectoral growth rates,
the share —>f industry increased from 22.4 percent of GDP in 1981
to 24.4 pem=cent in 1985, and is forecast to reach 24.9 percent in
1986, whil==t the share of agriculture declined from 23.1 percent
in 1081 to. 21.8 percent in 1985, and is expected to fall to 21.6
percent in _ 1986. The share of services has not changed much but
has fluctu =ted between 53.7 and 54.5

SECTORS’ SHARES WITHIN GDP
(1968 constant factor prices)

SECTORS 1981 1982 1533 1984 1935 1936
 AGRICULTURE 231 23.5 27,6 A1 iLe | 2.6
THDUSTRY 22,4 22.8 23.4 24,1 24,4 24,9
SERMICES 54.5 53.7 54,0 53.8 53.8 53.5
GOP. 100.6 106.0  100.0 60,0 100.0  100.D

gect oral distribution of production, on the other hand, cal-
culated,aft constant 1985 factor prices, indicates an increase for
industry from 49.3 percent in 1985 to 50.1 percent in 1986, and
decreases from 15.4 percent to 15 percent for agriculture and from
35 .3 perczeﬂt to 34.9 percent for services. '

come from mining, which is estimated to increase its production
by 10.1 percent, gnd from electricity, gas and water, expected
to show & produgtlon growth of 10 percent. Manufacturing industry
is expected tg increase its production in 1986 by 6.7 percent.
The increasSeé 1n manufacturing production is expected to be 4.7
~ percent for consumpt?on goods, 9 percent for intermediate goods
and 6.1 percent,for 1nv¢stment_goods. Physical production composed
Of‘agricultural production and industrial production is estimated
at 6.1 percent with 3 percent for agriculture and 7.1 percent for
industry - Production of services, on the other hand, is estimated

to increase by 4.2 percent, allowing the grand total of production
fo increase by 5.4 percent.

_Ccontributions to the increase in production are‘expected to

calculated at 1985 constant factor prices, it becomes obvious

from the table below that in 1986 half of the total production is
expected TO originate from industry.
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SECTORAL DISTRIBUTION OF PRODUCTION
(1985 constant factor prices)

(L Billiom

1983 % SHARE 1986 % SHARE  1986/1985

AGRICULTURE 7406.2 15,4 7632.6 15.0 30
AGRICULTURAL PRODUCTIOH 4576.1 9.3 4685.2 9.2 2.4
ANINAL HUSBANDRY 2179.8 4.5 2274.6 4.5 4.3
FORESTRY 463.5 t.0 476.4 8.9 1.3
BATER PRODUCTS 186.8 6.4 201.4 .4 7.8
INDUSTRY 23716,1 49.3 25402.5 3t t 7.1
NINING 910.3 L9 1002.5 2.0 10.1
HARUFACTURING 20835.2 43.3  22232.5 41.8 6.7
CONSUMPTION GOODS - 9058.1 18.8  9481.¢6 18,7 4.7

INTERMEDIATE GGODS 8867, 1 18.4  9663.7 19,1 9.0

. IHUESTMENT G00DS 2910 6.0  3087.2 &.1 6.1
ELECTRICITY, GAS, VATER 1978.6 41 2167,3 4.3 10.6
PROBUCTIONCPHYSICAL)TOTAL 31122.3 - 847 33034.1 65.1 .1
SERVICES 16980 35.3 {7608 1.9 4.2
GRAND TOTAL 48102.3 100.0 507221 100.0 5.4

2) Macro Equilibrium of the Economy

According to the 1986 FEconomic Development Programme, at 1985
prices public disposable income is expected to increase its share
of GNP from 16.7 percent in 1985 to 17 percent in 1986, whilst
private disposable income will decrease from 83.3 percent to 83
percent. Fixed capital investments are expected to increase by
5.2 percent in real terms, raising slightly fixed capital invest-
ment's share of GNP, from 18.8 percent in 1985 to 18.7 percent in
1986. The share of public fixed capital investments as a percentage
of the total is estimated to fall from 60 percent to 59 percent and
that. of private enterprise to increase from 40 to 41 percent. As a
percentage of GNP, public fixed capital investment is expected to
pbreserve its high share, being reduced only marginally from 11,2
percent in 1985 to 11 percent in 1986, whilst the share of private
fixed capital investments is expected to show marginal increases
rising to 7.65 percent in 1986 from 7.46 percent in 1985. Inclusive
of inventory changes, the share of private investments is expected
to stay at the same level, 8.6 percent.

Domestic savings are expected to increase from 17.5 percent of
GNP in 1985 to 17.9 percent in 1986, the increase being contributed
by the publiec sector. The share of public savings as percentage of
GNP is estimated to rise from 8.19 percent in 1985 to 8.54 percent
in 1986, whilst private savings are expected to rise minimally, from
9.3 percent to 9.34 percent of GNP. Thus, the share of public savings
as a percentage of total domestic savings would rise from 46.8 per-
cent to 47.8 percent. The improvement in public savings is reflected
,in the share of public investments financed by public savings, which
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rose to 78. 7 percent in 1985 and is forecast to rise further, to
79.1 percen- t, in 1986. Yet the public sector's investment-savings
gap would w— iden further, from 2.21 percent of GNP in 1985 to 2.26
percent in 1986 due to the financing requirements created by an
increase irm public investments of 9 percent in real terms and of
38.6 percerjft at current prices. Private investments, on the other
hand, are —xpected to increase by 4.4 percent in real terms and
by 32.8 perr-cent at current prices.

It is highly probable that values at current prices have been
under—estirrﬂated as indicated by the GNP implicit deflator,which
nas been tz=aken as 27 percent. A realistic estimation of the ave-
rage price increase for 1986 is at least five percentage points
above the <3P0 target, that is to say 32 percent.

GENERAL ECOHONIC EQUILIBRIUM

{TL BILLIOW)

1985 "1986 1386¥1986/1585 198671985

(2) {3 (3 REAL CHANGE

GHP 27344.9  364R4.4 28712, n.3 ER |
EXTERNAL DEFICIT(D) 426.8 451.8 435.5 0.t 0.0
TOTAL RESCURCES 7771.7  36916.2  29147.6 32.9 5.0
TOTAL IHVESTHEWT 5211.2  7086.2  5570.9 36.0 6.9
FIXED CAPITAL ITHUESTHMENT 5098.6  6825.5  5362.8 33.9 5.2

PUBLIC 3057.4  4025.5  3164.7 3.7 a5

PRIVATE 20412 27960 21981 37.8 2.7
STOCK CHANGES 112.6 264.7 208.1 0.6 0.3
- PUBLIC -211.4 -90.3 -63.1 0.5 0.5

PRIVATE 34,0 345.0 21,2 0.1 -0.2
TOTAL CONSUNPTION 22560.5 29830.0  23576.7 2.2 4.5
PUBLIC DISPOSABLE TNCOME 4576.4  6607.4  4874.4 44,4 6.5
PUBLIC CONSUMPTION 2335.8 34381 421,242 3.7
PUBLIC SAVINGS 2240.6  3169.2  2453.2 41.4 9.3
PUBLIC IHVESTHENT 28460 3945.2 31016 3.6 9.4

PUBLICSAUINGS-IKUESTHENT GAP -605.0  -775.9  -648.4

PRIVATE DISPOSABLE THCOME 22768.5 29857.0 238377 i 4.7
PRIVATE CONSUMPTION 20224.7 26391.9 211855 © 30.3 4.6
PRIVATE SAVIHGS 2543.8  3465.2  2682.2 36.2 3.4
PRIVATE INUESTHENT 2363.2 31410  2463,3 32.8 4.4
PRIVATE SAUINGS-INUESTHENT GaP  178.6 324.2 212.9

PRIVATE SAVINGS RATID 1.2 11.6 11.3 :

TOTAL DOMESTIC SAVINGS 47844 66244 51354 8.7 7.3
FIYED CAPITAL IHVESTMENTS/GHP 18.6 18.7 18.7

DONESTIC SAVINGS/GHP 17.5 18.2 17.9

{1)percentage changes indicate contributions to GNP
(2)estinated

(progras geal

¥at 1985 prices
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INUESTHENTS-SAVINGS EQUILIBRIUM

(TL BILLION)

1985 1986 1986% 198671985 198671985

) {3}(3) REAL CHANG
TOTAL TNUESTHEATS 5211.2° 7086.2  5578.9 3 8.9
FINED CAPITAL THUESTMENTS 5098.6  6821,5  5362.8 33.8 5.2
PUBLIC 3057.4  4025.5  3164.7 31.7 3.5
PRIVATE 2041.2 2796 2198.1 37 7.7
STOCK CHAMGES(D) f12.6 2647 208.1 0.6 6.3
TOTAL SAVINGS 5211.2  7086.3  5570.9 36 6.9
TOTAL DOMESTIC SAVINGS 4784.4  6634.5  5135.5 8.7 7.5
PUBLIC 2240.6  2169,3  2453.2 41,4 9,5
PRIVATE 2543.8  3465.2 26822 36,2 5.4
EXTERMAL SAUINGS(1) 426.8  451.8  435.5 0.1 §

(Dpercentage thanges indicate contributions to GHP
(Destinated

(3programme goal

¥at 1985 prices

SOURCES-EXPEHDITURE EQUILIBRIUK

(TL BILLICN)

"1985 1986 1986¥1986/1985 198671985

(2) (3) &) REAL CHANG

6P 27344.9 164644 28712.1 31.3 5.1
EXTERHAL SOURCE(E) 426.8 451.8 435.9 0.1 0.0
TOTAL SOURCES 27771.7  36916.2  29147.6 32.% 3.0
FIKED CAPITAL IHVESTMENTS 5098.6  6821.5  5362.8 33.8 9.2
PUBLIC 057.4 402505 3647 ) g 3.3
PRIVATE 2041.2 27960  2198.1 3.0 7.7
ST0CK CHANGES 112.6 264.7 208.1 0.6 6.3
FUBLIC -211.4 -80.3 ~63.1 0.5 0.3
PRIVATE 324.0 345.0 271.2 8.1 -0.2
TOTAL THUESTHENTS 211.2  7086.2  5570.9 36.0 1.3
PuBLiC 2846.0  3945.2  3101.6 38,6 9.0
PRIVATE 2363.2 31410 246%.3 3.8 4.4
TOFAL CONSUMPTION 22360.5  29830.0 23576.7 32.2 4.9
PUBLIC 2335.8 34381 2421.2 47.2 3.7
PRIVATE 20224.7 26391.9 21135.5 30.5 4.6

El)percentage changes indicate contributions to GHP
(2Yestimated
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3) In—~~estments
3) In=ves e v

Secto—xal distribution of fixed capital investment indicates
important -increases in transportation, communications and housing,
important «decreases in manufacturing and small changes in the

-

other sect ©OTS.

The ¢ Jhanges in the sectoral shares result from a revision
of the dis tribution of public investment; this has been halved
in manufac turing from around 20 percent in the recent past to
9.6 percen t in 1986, and increased to 32.5 percent in transportation
and commun dcations, from around 20 percent previously.

A cha.racteristic of the sources of public investment is the
increasings role of funds, which in 1986 constitute 10 percent of
total publ ic investment; and local administrations' investments
are forecast to account for 7 percent of total public investments.

FIRED CAPITAL INVESTHENTS BY SECTCRS
19864

e =

GENERAL, SSE-S  LOCAL ADK. ILLER REVOLUING FUNDS  TOTAL  DISTRIBUT-PRIVATE DISTRIBUT-TOTAL  DISTRIGUT-

ANNEXED BANK  CAPITAL PUBLIC  I0N %  SECTOR  I0M % To8 %
BUDGET

SERTCULTORE "7 ag2.2 19.4 15.3 0.0 45.4 0.0 362.3 9.0 30.9 .1 673.2 3.9
HINING 22,0 2920 7.0 0.9 0.0 5.0 3211 8.0 3.2 11 3512 5.1
MAKUFACTURING 3.0 3538 22.6 0.8 4.8 0.0 385.0 9.6  638.8 245  W0.8. 157
ENEREY 1758 490.0 13.4 2.0 0.0 1400 819.1 20,3 6.0 2.2 . 8Ll 12,9
TRANSPORTATION 2839  620.1 1413 9.0 0.0 23,8  1308.0 2,5 549.3 9.6  1857.4 27,2
ToURISK 12.9 4.5 12.1 1.0 3.5 2,0 2.1 9.9 52,9 1.9 8.9 1.3
CONSTRUCTION 7.3 0.6 1.9 8.0 0.4 5.0 57,2 1.4 9357 34,2 1012.9 14,8
EDUCATION 137.7 0.4 8.4 9.0 4.8 9.8 1711 4.2 6.8 0.2 177.8 2.6
HEALTH CARE _ 46.7 2.0 7.4 0.0 5.8 0.9 £1.9 1.5 7.4 0.3 68,9 1.8
OTHER SERUICES 203.6 15,0 7.6 1370 3.9 6.0 503.8 12,5 1354 4.8 6.2 9.4
TotaL 1295.0  1792.7 2841 139.5 98.6  410,7 40255  100.0 27966 1000 #8215  §00.0
PERCENTAGE DISTRIBUTION 32.2 .7 7.1 3.5 2.4 10.2 190.0

o -

I
1
1

The State Economic Enterprises are to continue to invest at
the rate of 44.7 percent of total public investments in transpor-
tation, €hergy, manufacturing and mining, whilst the General and
Annexed Budget Administrations, are to account for 32 percent of

allocations to Agriculture, transportation and communications and
other services and less to energy and education.
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Yet, whilst in the past practically all public investment was
allocated through the Consolidated Budget and the State Economic
Enterprises, in 1986 only 77 percent is allocated from these sources
and 23 percent of public investments are this year to be managed
through extra-Budgetary means and sources, the most important of
these being funds, local administrations, revolving funds aund other
the Iller Bankasi.

Investment Incentive Certificates

Investment Incentive Certificates issued during the first six
months of 1986 represent a total investment 3,448 billion TL. in
1381 projects.

In this period, the propensity to invest was highest in trans-
portation, with 1,343 billion TL. or 39.1 percent of total investment
and 345 projects, followed by textiles and clothing with 203 projects
involving investments totalling 250.5 billion TL. Next in importance
were iron and steel (20 projects 169.9 billion TL), tourism (89 pro-
jects; 121.7 billion TL). chemicals (22 projects; 119.2 billion TL),
foodstuff (94 projects; 91.2 billion TL) and clay & cement products
(105 projects; 66.5 billion TL).

SECTORAL DISTRIBUTIEN OF INVESTHENT
INCEHTIVE CERTIFICATES IN 1985
{JANUARY-JUHE)

NUKBER ~ TOTAL  FOREIGH REVOLUIHG ENPLOVNEWT
THUESTMENT EXCHRNGE  FUND  (PERSONS)
(1L Hn) RER.,  (TL Hm

(¢ 080)

AGRTCULTURE 36 1879% 4311 4777 793
CROPS 3 "y 2385 203 nz
LIVESTOCK i 14154 1936 2744 &7
FISHERIES - -
FORESTRY

NINING 77 262140 229940 3527 7903

PAHUFACTURTHG 695 953332 638619 68633 36185
FOOD AHD BEVERAGES L] 91211 7517 11634 G666
TEXTILES AHD CLOTHING 203 250469 193030 11210 2853
FORESTRY PRODUCTS 15 5821 2936 767 773
PAPER 8 22386 16069 847 293
LEATHER #HD HIDE 7 6418 73 1079 628
RUBBER 9 3357 1494 435 491
CHERIEALS 22 119221 83842 4657 2086
6LASS 3 2238 2128 15¢
IROH AHD STEEL 20 169912 108707 22692 2370
RON-FERROUS METALS 5 N3z 1392 365 64
TRAHSPORT VEHICLES 3 17353 9718 436 913
HETAL 600DS ¥ 27824 18027 2020 1937
NEASURTHG DEVICES 7 4243 2299 620 9%

" HACHIMERY i6 5382 2548 191 625
ELECTRICAL MACHINERY 1 8714 6696 742 04
ELECTRORICS £5 66387 41050 2876 753
CENENT 45 36401 41531 2058 1433
CLAY AND CEMENT PRODUCTS 105 66333 48208 k5L 6636
CERANICS
OTHERS ‘ 28 26503 18434 2181 1808

ERERGY 6 20238 157954 4255 245

SERVICES 567 2011676 1370638 13672 39324
TRAHSPORTATIGH T 1343067 1126448 6057 16217
TOURESN 89 121672 29789 U1 5778
TRADE 3 33053 9330 2311 2465
OTHERS 99  5I3pB4 205051 785 14864

TOTAL - 1381 3448324 2400462 74264 84462

SOURCE:SPO
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Analyss is of the investment incentive certificates for January-
May 1986 im dicates a regional concentration in the Marmara area at
the rate of 39.6 percent of total 1nvestment.followed by Central
Anatolia(288 -5 percent) and South East Anatolia (10,1 percent).

INDEX OF REGIONAL DISTRIBUTION OF
INVESTMENT INCENTIVE CERTIFICATES

1986 ﬁ1985 1984 1983 1982 1981

169 65 39 43 64 100
g:;$?;% an=atolia 285 54 15 25 30 100
Aecean 295 113 193 - 66 69 100
Mediterrane an 129 26 20 45 30 100
Black Sea 146 - 47 20 15 115 100
East Anatolia 130 65 23 35 62 100
South East Anatolia 513 111 18 75 113 100
Total 203 60 36 40 53 100

According to Index of regional distribution of investment
incentive certificates (taken 1981 as the base year), investment
in South East Anatolia increased five fold. This is followed in
importance by the Aegean, Central Anatolia and Marmara Regions,

In the first six months of 1986, analysis of the type of investment indicates
a concentration in complete new investment at the rate of 73.8 percent and in ex -
pansion.iI“EEStmen at the rate of 17.5 percent of total investments.The remaining ,
is distributed among completion, modernization, bottleneck elimination, renewal
quality jimprovement and integration.

DISTRIBUTION OF INVESTMENT INCENTIVE CERTIFICATES
ACCORDING TO THEIR APPLICATIONS
JARUARY-JUNE! 986

NUNBER  TOTAL  CAPITAL ~FOREIGR ~ EMPLOVNENT
THUESTMENTCTL MN)  CAPITAL  (PERSONS)

(TL MW REQUIRE.

($ 000)
NEW THUESTHENT ' 879 2547120 65348 1765630 64383
EXPANSION 2% 613124 15143 420147 7664
CONPLETION M 17222 1683 167 g2t
MODERHIZAT IO % 2662 1479 13655 £80
ELININATION OF BOTTLENECKS 2l 26046 1275 22708 546
RENEWAL 63 . 70678 1777 514 2729
QUALITY THPROUEMENT 80 112768 5912 BI106L 5260
INTEGRATION OF FACILITIES 45 46004 1647 24148 2086

TOTAL 1381 3448524 94264 24000462 84452
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Construction

As compared with the same period of 1985 in the first four
months of the year the intended area of construction increased by
60.3 percent and the intended investment outlay by 171.9 percent,

whilst the unit value of construction increased by 69.6 percent,

The number of occupancy permits and the area constructed inc-
reased by 42,7 percent and 50.2 percent, respectively. The total
value increased by 157 2 percent and the unit cost by 73.8 percent,

CONSTRUCTION ACTIVITIES
JANUARY-APRIY

1985 1985 % CHAHGE

BUTLDING PERNITS ISSUED

HUNBER OF APPLICATIONS 18338 26382 41.9
FLOOR AREACORG SR MT) 9649539 153466261 60.3
COSTCTL NILLICH 3143011 332584 174.9
UNIT COST(TL/SR.HTY 33547 #1298 69.6
OCCUPAHCY PERMITS ISSUED ,

NUMBER OF APPLICATIOHS 12233 17452 42.7
FLOGR AREA(MOD S0,MT) 3720038 5503464 42.10
COST(TL MILLIOW) 122277 340147 I57.2
UHIT COST{TL/SR.HT) 35509 61722 73.8

43) Public Finance

As with its recent predecessors, the principal aim of the 1986
Budget is to reduce the rate of inflation. It aims, too, at the
achievement of a 5.5 percent GNP growth rate, at activating all
available domestic resources, and at improving the quality and
efficiency of public services,

In the 1986, Budget investment priority is given to projects
which may be completed in 1986 and which will play a positive role
in increasing export and foreign exchange revenues and which, at
the same time, do not face further financial problems.,

The returns for the first four months of 1986 show Budgetary
revenues totalled 1,979.7 billion TL, including General Budget
revenues of 1,847.9 billion TL,

During the first five months of 1986, overall tax collections
totalled TL 1,653.7 billion, representing a 71,6 percent increase
over the same period of 1985,
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COHSOLIDATED BUDGET REVENUES

JAHUARY-APRIL (T MILLIOWD
AECRUAL FOUR MONTHS RECEIFTS

1983 1936 % CHANGE 1983 1986 ¥ CHANGE
coNsoLIDaT €D BUDGET REVEHUES 5542182 6750000 2.8 1351388 1979671 46,4
GEHEREAL & UDGET REUENUES 5412082 6600000 21.9 1294860 1347908 42,7
T6% REVEHLRES 2202006 3369054 52.9 963152 1653719 71.6
AYES 0N X MCOHE 1344236 2250015 67.3 459877 780859 £9.7
TAYES ON LEEALTH 79794 46637 -41.6 11328 23357 97.6
TaxEs ON G OODS AND SERVICES 543108 707599 36.2 . 33688 533293 59,3
TAVES OH £ QREIGK TRADE 122262 305399 49,7 115079 304895 64.7
REVENUES I RO ABOLISHED THYES 112606 59464 -37.2 41718 . 11515 -82.4
HON-Toy NEDRHAL REVEHUES 207971 230341 1l 140473 142499 1.2
spEeiaL RIEYEHUES AND FUNDS 104801 82152 217 104667 51690 -50.7
DONESTIC EXORROBING 36398 - 326682 337.4 86302 326682 337.4
ANNEXED BRDGET REVENUES 936880 1233489 32.2 243441 556539 228.6

———————

SOUKCE: PUUESLIC ACCOUNTS BULLETIN,APRIL 1965-1986

The Consolidated Budget is no longer the only relevant indicator
of the cenntral authorities' fiscal policy stance. The authorities
have shown 2 preference for shifting charges on central government
resources tO specia?!. funds, which are financed principally by levies
on certain transactions. So far, no accounts have been published
on the activities of the various funds established since the beginning
of 1984. ‘ '

Several measures were also taken to cut-back public spending.

. First of all, public sector employment levels were, with a few
exceptions, frozen at their year-end levels, and most current account

expenditure was halted., Several investment projects are to be re-

examined DY, the State Planning Organization,
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(TL Rilliond

CORSOLIBATED  ED BUDGET
1986 current  Percentage change aver previous year
1985 estinate 1385/84 1936783
REVENUES 631,10 £70G, 1 3.7 42,8
TRR REUEMUES 38570 aesl. b 62,8 1.7
NOK-TAX REVENUES 2834.10 §30.0 20,5 .9
EXFENDITURES ' 33130 7293.10 42.4 37,3
PERSONEL EXPEHDITURES 1277.0 1723.0 43,6 31
OTHER CURRENT EKPEHDITURES 213.0 {2000 a4 47.2
INTEREST PAVHEMTS 395.0 1123.0 53,7 25,0
FOREIGN BORROVING 427,10 823,10 61,7 43.3
DOMESTIC BORROWIMG 68,0 00,9 al.4 197.6
THUESTHENT 14,0 1306.9 81,6 17.8
TRARSFERS TO FOREIGNERS 181.9 154,90 2.2 1.0
OTHER TRANSFERS 1321.0 1792, 14,8 3.7
BUDGET BALAHCE -622.0 -5395.0
CHANGE IH ACCOUNTS PAYABLE NET -130.10 -
EASH BALANCE -772.0 ~3%5.0
FIHANCING
FOREIGH RORRONIHG -230.10 -420.90
RECEIPTS FROM LOANS 170,40 260.0
PAYMENTS OH LOAHS -426.10 ~680. 0
DOHESTIC EORROWING 34,0 tH15.0
FECETPYS FRON LOANS 685,10 1915 ¥
PAYHENTS ON LOAKS -172.0 -900.9
CEHTRALBANK 266,01
TRERSURY BILLS MET 2440 o
OTHER 2.0
MEAORAMDUN ITEMS AS % OF GNP
PEVEHUES t7.0 13,1
TAX REVENUES 4.0 15.8
EXPEHDITHRES 193 9.7
BUDGET BALANCE -2.3 -1.6
CASH BALAHCE -2.7 -1.6
DEBT SERVICECPRIHC + INTR) 4.3 7.2
OF WHICH: FOREIGH 3l 3.9

* Secretariat estimates

Sources : Ministry of Finance and Customs ,Under Secretariat of the Treasury and Foreion Trade
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Accord Ang to published figures, as of January/March period,
consolidat «d budget expenditures exceeded the budget revenues
by some 24 2 billion TL. Since the existing model of budget
presentatj_cnldoes not reflect fully the real expenditure revenue
and deficit situation in the public sector, further details on

the consol didated budget in not given in this report.

RUDGGET PERFORNANCE PROGR&H  PERFORMAHCE. AHNUAL PERFORMANCE

JAN-HAR 1989 1984
(1L Billiom FY 1986 FY 1987 Jan. -Dec, Jan. -Dec.
CONSGOL. BUDGET EXPEHDITURES  723L.3 1576.0 950.0 5995.0 4024.0
CONSOL, BUDGET REVERUES 6758.0 1328.0 796.8 46980 3580.5
pAL ANCE 501.5 ~242.0 133.2 1202.0 -62%,10
INTERNAL BORRIWIRG S01.5 vens vees g40.0 195,40
NET BALANCE ' vear -367.0 -444,3

5)'production

_ According to State Institute of Statistics' figures, in the
rirst three months of 1986, out of 28 industrial commodities, production

of 20 increased as compared to the same period of 1985 and production
of 8 commodities was lower,

The highest production increases were recorded in borax, angles,
pig iromn, bloom, profile and kerosene. Cement production increased
" by 20.5. Domestic sales of cement on the other hand, increased by a
remarkable 41 percent in the first four months of 1986, raising sales
from 3.4 million tonnes to 4.8 million tonnes,

_ Production of electricity, imporis included, increased by roughly
10 percent in the first four months of 1986, indicative of a favourable
increase in manufacturing output. The increase in electricity pro-
duction was more pronounced in January and April and much less so
in February and March :
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Domestic Electricity
Sales of Production
Cement(th,.t) Gross mill Kwh
1985 1986 1985 1986
January 552 763 3036 3407
February 449 753 620 2945
March 881 1373 2959 3242
April 1527 1905 2816 3144
Total 3400 4794 11501 12638
PRODUCTION OF SELECTED IHDUSTRIAL
CONNODITIES
(JAHURRY-MARCH)
1985 1986 % CHANGE
GASOLIHECHORNAL) 275953 299636 8.6
GASOLTHE(SUPER) 250553 161844 -35.4
KERDSENE 81481 117245 43,9
HOTOR BIL 1021050 1032179 1.1
FUEL OIL 1510058 1547841 2.5
LPG 137044 119607 -12.7
CRUDE PETROLEUM 495565 530205 7.0
HEWSPRINT 37763 299 1.2
WRITING PAPER 20687 17901 -13.5
STEEL INGOTS 731942 986963 2l.2
PIG IROM 42278 74063 73.2
STEEL FOR CASTING 700096 876703 2.2
ANGLES 3261 9349 186,7
BARS 199681 165330 -17.1
PROFILE 16383 40903  146.7
SHEET 213242 258029 18,2
PLATE 73187 86113 9.5
BLOON 07107 471132 53.4
SLAB 340961 235633 4.3
IHGOT 240293 377809 3.2
PIPES 2498 2248 -10.0
BORAX 2l41 18025 741.9
SULPHURIC ACID 130587 151064 15,7
BLISTER COPPER 3523 7333 2.8
ANMONIUN SULPHATE 73923 52643 -30.7
HITROGEH BASED
FERTILIZERS 937687 788807 ~13.9
PHOSPHATE BASED .
FERTILIZERS 481860 629362 n.6
CENENT 2608693 3305152 26.7

SOURCE:STATE INSTITUTE OF STATIES
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6) Employment
L 6) Emp 1OyMent

As cadlculated by the Labour Placement Office, figures for un-
employment showed a twelve months' increase of 12,3 percent in April
1986, raisdng the total number of open unemployed to 1,050,679 from
935.778 ox an increase of 114,901 persons in twelve months, The
corfespondj_ng rises over the previous twelve months_in thg number
of unemployred was 199,507 in April 1985 and 307247 in April 1984,

In addition to the registered unemployed there are a number of
unemployed who are looking for jobs outside of the Labouy Placemeqt
Office and also a number who are jobless but are not actively looking
for a job. Reliable figures are not available for these two catego-

ries.

OPEN UREMPLOYNENT

1934 193471383 1995 1985/1984 1985 198671985

% CHANGE % CHANGE % CHANGE

JANUARY 633147 .2 8R2197 39.3 996703 13.0
FEBRUARY 664934 32.4 896823 4.9 1019908 13.7
MARCH 701268 3.8 921662 M4 na

APRIL na 9.2 935778 27.4 1056679 12,3
By 743542 4.4 941279 26.6

JUHE 733351 45.6 941055 24.9

JuLy 780589 45.0 934699 19.7.

AUGUST 794665 43.5 940177 . 18.3

SEPTENBER 205150 41,5 944998 7.4

OCTBBER 821302 46.0 951457 15.9

HOVEMBER - 833322 36.9 958904 15.1

DECENBER o 863589 37.9 966195 11,9

SOURCE:LAROUR PLACEMERT OFFICE



CHAPTER Y

MoNETARY TRENDS

1) Banknotes Issued and Money Supply

The note issue, which had shown a 16.3 percent rise in the
first five months of 1985, increased by 24 percent in the corres-
ponding period of this year, with the result that the note issue
neared TL. 1,600 billion at the end of May 1986.

BANKHOTES TSSUED
{BILLION TL)

ANNUAL

PERCENTAGE CHANGE

1934 1985 1986 1985 1355

JAH 2040 93340 134450 . 4370 34,67
FEE 660.40 92210 133140 39.63  50.89
HOR 718.20 966,40 1406.50  34.56  45.54
APR 721,40 974,36 1431.20 35,06 46,90
KAy 704,90 1068,90  1594.80  S1.64 49,20
RUERAGE AHNUAL 41,92 45.44

PERLENTAGE CHANGE

This may be considered as an indication of the dlfflculty
which the monetary authorities have been experiencing in keeping
monetary expansion within reasonable limits.
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HAIN HONETARY IMDICATORS

PERCENTAGE CHANGE

JRN-HAY  JAN-KAY

1983 1986

BANKMOTES 1S5UED 16.30 24
FESERVE NOHEY 24.67 7.6
HONEY SUPPLY(H2) 19.20 13.9
CEHTRAL BANK CREDITS -27.40

PUBLIC ~16.00 .

PRIVATE 49,00 39.1
DEPOSIT BANK CREDITS .30 o a3
TOTAL DEPOSITS. ' 21.70 17.5

SAVIHG DEPOSITS 30.90 16.3

a)SIBHT 13.50 - 2.7

b)TIME 33.10 15.8
VHOLESALE PRICE INDEX _18.90 10.4

On the other hand, banknotes in actual circulation showed an
annual increase of 45.7 percent at the end of May 1986 as banks
chose to increase their cash reserves by 68.6 percent. During the
first five months of 1986, banknotes in actual circulation increased
by 19.1 percent, compared to 19.2 percent during the corresponding
period of 1985. Cash held by the banks increased by 55.3 percent
during the first five months of 1986, compared to a rise of only
2.4 percent in the same period of 19385.

There were much smaller increases in the components of the
money supply in the first five months of 1986 than in the same
period of the previous year. Monetary base ( reserve money),
increased by 7.6 percent in the first five months of 1986, as
against 24.6 percent in the corresponding period of 1985.

RESERUE HOHEY
(BILLION TL)

AHNUAL
PERCENTAGE CHANGE

1984 1585 1985 1985 1986

JAH 1315.80  2027.80  2929.8) ad. 11 44,48
FER 1332,30  2219.9¢  3014.50 64,13 35.79
MAR 1426.70  2279.10  2849.90 33,75 20,04
ArR 1460.10  2335.7¢  2893.90 61.34 £3.06
haY 1462, 40 2421.30  2025.00 65,57 24,93

AUERASE. AHNUAL
PERCENTASE CHANGE 60.98 30,68
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All classes of money supply increased at rates slightly above
44 percent annually. The M1 money supply (old narrow definition)
increased at an annual rate of 44.3 percent, M1 money supply (new
narrow definition) at 44.9 percent, and M2 money supply (broad
definition) at 44.4 percent. The relative slowdown in the rate
of increase of M2, from 19.2 percent in the first five months of
1985 to 13.9 percent in the correspondlng period of 1986, was
mainly due to the deceleration of savings time deposits from 33.1
percent in the first five months of 1985 to 15.8 percent in the
January-May period of 1986.

As reserve money increased at lower rates than the money
supply and the issue of money, the "issue of money/reserve money"
ratio increased from 0.44 in May 1985 to 0.53 in May 1986; "M1
(old definition)/reserve money" from 0.71 to 0.81 "M1 (new definition)/
reserve money' from 0.88 to 1.02 and "M2 (broad definition)/reserve
money" from 2.21 to 2.78.

MONEY SUPPLY (H2)
(BILLION TL)

AHNUAL FERCENTAGE CHAMGE

1924 1985 1986 1963 1986
JAH 336,33 493450 72417.%0 37.33 ab.52
Fee Jed6.14 SI77.60  7831.60 59.50 42.7
HAR 3539.17  9389.40  8000.60 52,28 4§.43
APR 3362.00  5983.00  8230.70 36,88 7.29
HaY 3669.91  9825.80  s8dla.Z 98,73 44, 49
AUERAGE ANMUAL
PERCENTAGE CHANGE _ 55.93 47.6%

2) Bank Deposits

Total bank deposits recorded a 17.5 percent increase in the
first five months of 1986, well below the 21.7 percent increase
in the correspondlng period of 1985. This was mainlv due to the
deceleration of savings dep031ts which increased by only 16.3

percent, as against 30.9 percent.

BAHK DEPOSITS
(BILLION TL)

AHHUAL PERCERTAGE CHANGE:

1984 1983 1986 1985 1986
JAN 2985.7 4902 7569.9 64,18 .42
FEB 3087.9  4386.4 7796.1 61,48 36. 33
AR 3283.5  95392.5 §235.7 64.23 32.73
PR 3424 532%.3 8444.9  61.33 52.72
Hay 3.1 3732 8606.9 62,33 90,15

AVERAGE ANNUAL % CHANGE 7 62,79 33.27




CHANGES IN DEPOSIT/CURRENCY RATIOS

Consolidated Savings Banknotes
Deposits(CD) Deposits(SD) Issued(C) Ch/C sSD/C

May 1985 5,732.0 4,108.9 '1,068.9 5.36 3.84
May 1986  8,606.5 5,926.0 1,594.8 5.39 3.72

As a result of these changes,the "consolidated deposits/ currency" ratio
slightly increased, from 5.36 in May 1985 to 5.39 in May 1986, as the issue of
panknotes increased by 49.2 percent on an annual base and consolidated deposits
by 50.1 percent, at the same time the savings deposits/ currency ratio decreaset
from 3.84 to 3.72 as the issue of banknotes increased by 49.2 percent and saving
deposits by 44.2 percent.

The share of saving deposits as a percentage of consolidated
deposits decreased from 71.7 percent in May 1985, to 68.9 percent
in May 1986, whilst commercial sight deposits decreased from 13.9
percent to 13.2 percent,and other deposits increased from 14.4
percent to 17.9 percent of the overall total.

SAVIHGS DEPDSITS (BILLION TU)

AHNUAL
FERCEHTAGE THANGE

Jaki 1976.50  2356.30 - 3091.20 £9.81 .69
FEE 2121.30 - 3960.40  5498,50 67 .84 34.41
HAR 243,70 3749.30 3680.50 | 66.73 91,51
AFR 23iz,80 3911.80  SAAL10 £9.14 48.104
Hay ' 2403.20  4103.90  3926.00 70,62 44,2
AVERAGE ANNUAL

PERCENTAGE . CHARGE 85.33 Fl.42

wHKEAL

FERCEHTAGE CHAMGE

1984 1935 1986 1985 1986

JaN - ' 1428.30  296%.40 483350 107,90 a6, 04
FEB 1718,50  317€.60  3000.30 84.93 .U
HAR 859,20 3373.36 514910 81.44 32.69
HFE : 1851.50  338%,50  S:6.H a6.97 49,68
HaY 2646.10  3°05.90  G340.60 81,12 44.11

AUERAGE AHHBAL _
PERCERTAGE CHAioE 90.89 33.77
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As measured by the Consumer Prices' Indices, the rate of inf-
lation in the twelve months to May 1986 was 35.4 percent in Istan-
bul, 34.3 percent in Ankara, and 33 percent in Turkey as a whole;
the two Wholesale Prices' Indices (those of the State Institute
of Statistics and the Treasury & Foreign Trade Under-Secretariat)
recorded an inflation rate of 28 percent. Adjusted by the highest
of these rates, Istanbul's Consumer Index figure of 35.4 percent
(and this is the Index which is used in the OECD's monthly prices'
statistics), consolidated deposits increased by 10.9 percent and
savings dep031ts by 6.5 percent, in real terms, during the May-on-

May period.

Public sector deposit banks continue to attract more deposits
than the other groups of banks. The annual rate of increase in de-
posits was 56 percent for public deposit banks, 46 percent for
private banks, and 27 percent for foreign banks.

3) Credit Developments

Total credits

The credit stock increased by 29.2 percent in the first five
months of 1986, as against 8.5 percent in the corresponding period
of 1985. In May 1986, the annual rate of increase was 71.7 percent.

CREDIT DEUELOPNENTS
(BILLION TL)

PERCENTAGE CHANGE

1983 1986 1585 1986
JON-HAY  JAN-HaY
TOTAL BANK CREPITS P13 63164 1.2 31.3
aDeposit Banks M9 5732.5 1t.3 32.3
b}Investment and De-
velopment Banks 606 763.8 8.5 24,2
CEHTRAL BANK DIRECY
CREPITS 679.3  1030.6 -4 7.3
T8TAL CREDITS 4394.1 747 8.5 29.2

Credits of all banks, other than the Centraerank increased by
31.3 percent, as against 11 2 percent in the first flve months
of 1985. The annual rate of increase was 75.4 percent.



- 134 -

The main increase came from the deposit banks which expanded
their credits by 85 percent between May 1985 and May 1986. The
rate of increase varied between bank groups. It was 77.5 for public
deposit banks, 92 percent for the '"big seven" private banks, 99.6
percent fox the remaining private banks, and 99.8 percent for the
foreign banks. '

. Centr-al Bank direct credits on the other hand increased by
51.7 percent.

The =same trends were to be noted in a comparison between the
first five months of 1986, and the same period of 1985. The credit
stock increased by 29.2 percent in the first five months of this
year, compared to a rise of 8.5 percent; total bank credits inc-
reased by 31.3 percent as against 11.2 percent; deposit bank cre-
dits by 32 .3 percent, against 11.3 percent, investment and deve-
lopment banks by 24.3 percent against 10.5 percent- and Central Bank
direct credits by 17.3 percent compared to a decrease of 4 percent
in the January-May period of 1985.

The credit stock/deposits ratio, which had decreased to 76.7
in May 1985 made an especially marked recovery in the first five
months of 1986 and attained 87.7 at the end of May 1986.

Central Bank Credits

Central Bank credits increased by 11.9 percent in the first
five months of 1986. The increase was mainly due to a rise of
16.5 percent in credits to the public sector, whilst credits to
the banks increased by only 1 percent and credits to the agricultural
cooperatives decreased by 5.7 percent. The main cause of the inc-
rease in credits to the public sector was once more short term
advances to the Treasury, which advanced by 22.9 percent in the
first five months of 1986.

CEHTRAL BAHK CREDITS

o e i -

(BILLION TL)

fRHUL
PERCENTHSE CHAMGE
1984 1955 1988 1985 1984
JAN 118,50 1470.30  1412.40 31,50 -3.97
FER . 1097.70  1389.30  1438.40 26,5 '3.53
MtR 1128.50  1025.60 1347.90 -9.12 31,43
&R 1132,60  1000.70 1284,20  -11.65 28,33
HAY 1169,50  983.90  (454.40  -10.87 47.07

AVERAGE AMHUAL
PERCENTAGE CHANGE 5.2 21,28




- 135 -

As a result of these developments, the distribution of Central
Bank credits increased in favour of the Public Sector and particu-
larly in that of the Treasury. By the end of May 1986, the public
sector's share of Central Bank credits had increased to 74.6 per-
cent and the share of short-term advances to the Treasury to 67.1
percent. Today, financing the cash deficit of the Treasury seems
to be the most important of all the Central Bank's many functions.

~ DISTRIGUTION OF
CENTRAL BAWK PUBLIC SECTOR CREDITS
(BILLITR fL)

1984 1963 198p%

Short Ters fidvances To The

Treasury 467,72 78L5 0 1010,0
Baricultural Supportiig

Purchaszes Credits 146.2 3.0 g1.4
[ndustry : 107,38 -

State Invectzent Bank 40.8 - -

T0TAL PFUBLIC SECTOR CREDITE  755.0 378.0  1091.4

%fe of dune 13

Deposits for reserve requirements, on the other hand, fell
by 84 billion TL. in the first five months of 1986 to attain 1,254
billion TL at the end of May.

Bank Credits

In the first five months of 1986 credit stock increased by
29 percent, all bank credits by 31 percent, deposit bank credits
by 32 percent, investment and development bank credits by 24 per-
cent and Central Bank direct credits by 17 percent,

DEPOSIT BANK CREDITS
(BILLION TL}
ANNUAL
PERCENTABE CHANEL

JAN 2403.20  £763.30  484%.50 15.07 75.97
FEB 2448.80  2748.60  4969.00 12,24 50.78
HAR 2477.90  2306.10  5073.80 13.25 80,81
APR 2087.20  2992.30  3472.40 13. 66 g2.88
Hay 2606,20 310900  9752.50 13.29 §3.03

AVERAGE AHNUAL '
PERCEKTAGE CHANGE 14,03 79.96
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4) Inflation

The inflation rate, according to the Treasury & Foreign Trade
Under-Secrextariat's Wholesale Prices Index was reduced to 10.4
percent in the first five months of 1986, as against 18.9 percent
in the corr’esponding period of 1985. On a May-to-May annual rate
it was reduced . from 38.3 percent in 1985 to 28.1 percent in
1986. The decrease stemmed mainly from the deceleration of the
rate of rise in food prices, from 19.1 percent in the first five
months of 1985 to 9.1 percent in the same period in 1986. The
decrease was less pronounced in industrial raw materials,the rise
in prices of which was reduced from 18.6 percent to 11.8 percent.

WHOLESALE PRICE -INDEX (1963=100)

[HDEX FIRST FIVE MONTHS ANKUAL MAY TO nay
RUNRER

. HAY 1986 1986 1985 1986 1985
GENERAL THDEX 15319.46 10,4 18.9 28.1 38,3
f,FOGD AND FODDER 13109, 8 3.1 19.1 24.3 24,2
1)F0OD 10700.4 8.4 28.5 14.1 36,4
-CEREALS 11849.2 9,2 i7.1 25.2 27.4
-PULSES 0724.7 6.9 6.6 3.3 129.4
-OTHER 10380.2 6.7 50.1 -6.3 45,3
2)LIVESTOCK 21549.8 23.3 18.5 27,2 3.0
2)LIUESTOCK PRODUCTS 14346.5 2.4 2.3 7.1 43,0
4)FODDER 15402.9 7.5 22.7 41,6 13.4
B, INDUSTRIAL RAW MATERIAL :
% SENI-MANUFACTURED 19002, 8 11.8 18.6 32.7 43.7
13FUEL 27119.3 8.2 29.2 .8 56.6
2)MINERALS B ¥ W 3.0 12.4 12.3 53,9
TEXTILES 11326.3 20,0 6.2 32.4 19.2
$)LEATHER 22557.6 12.3 9,8 74.9 18.3
SYINDUSTRIALE MIHERAL OILS 28229.7 7.8 2.3 2.3 8l
6)PAPER - 11313.9 7.8 23.5 231 531
7)CONSTRUCTION MATERIAL 22909.4 10.8 15.1 50.7 43.9

SOURCE: Treausury and Foreign Trade Undersecretariat

THE ASCENT OF PRICES TH 1986
WHOLESALE PRICES TNDEX

' (1963=t00)
(12 MONTHS RATES OF INCREASE)

GEWERAL  FOOD AND INDUSTRIAL
FODDER  RAW MATERIALS

DEC 1983 3.9 356 40,7
JAH 1986 3.8 3.3 38.5
FER 198% 23 32.9 33,6
HAR 1986 2.2 0.2 4.5
APR 1924 29.3 25.3 34,2
HAY 1986 2a.) 24,3

2.7
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As a result of the differential in increases in food and
industrial raw material prices, the terms of trade, which attained
a recent maximum of 78.8 in May 1984, and were reduced to 73.7 in
May 1985, fell further to 69, in May 1986,

By June 1986, latest available figures confirm worsening
of internal terms of trade as it now seems to have fallen further

down to 66.2.

IHTERNAL TERMS OF TRADE

HOHTHS 1984 1985 1926
Jill /2.7 2.2 89.3
FEB 73:5 0.7 70.3
HAR 74,7 72,0 89.7
AFR 7.9 73.2 68.3
Hay 78.49 3.7 69.0
JUH 7h.4 /1.2
JUL 73.5 618
AlG 72,4 B6.3
5EP 751 67.4
acT 73.2 68.2
Hou 72.7 69.2
BEC 73.3 70.7

JAN-DEC
AVERAGE 74.4 70.4

By May 1986, inflation in food prices was reduced to 24.3 per-
cent but inflation in industrial raw materials stood at 32.7, making
the general inflation rate 28.1 percent on an annual pgsic. The
Wholesale Prices Index prepared by the State Institute of Statistics
showed very similar results. By May 1986, inflation in agricultural
prices was reduced to an annual increase of 22.4 percent, industrial
goods' inflation to 32.4 percent, inflation in energy to 28 percent
and i mining to 0.6 percent, making for an overall rate of inflation
of 28 percent. By June 1986, agricultural prices recorded an annual rate of increase
of 32.7 percent. On the other hand, industrial goods and energy!sinflationhave
slowed down to 32.0 percent and 24.7 percent respectively.
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WHOLESALE PRICES INDEX(1981=100)

(% Change)

Sectors and Index May First 5 Mon. Annual (1) Ann.(2)
Sub-Sectors May 1986 1986 1985 1986 1985 1986 1985 1986
General 453.2 1.6 2.2 11.9 20.9 28.0 44.6 34.6
Agriculture 443 .4 1.6 -4.3 12.7 20.2 22.4 34.6 23.4
Cereals 453 .2 4.5 3.0 19.6 19.9 34.2 28.8 31.0
Pulses 668.4 4.8 4.0 22.6 35.1 61.9 109.2 79.1
Other Field Crops 405.1 7.1 1.9 16.1 33.7 -1.1 22.0 3.6
Vegetables&Fruits 435.6 -0.1 -11.4 10.4 23.7 15.2 42.0 16.4
Livestock 553.8 3.1 - 2.7 13.0 4.5 37.7 23.6 33.8
Animal Products 378.4 1.4 - 0.1 11.7 3.9 33.9 34.3 28.9
Fisheries 626.1 -20.5 9.2 -17.3 -6.0 96.2 71.4 131.8
Mining 410.0 - 3.7 2.5 -10.9 34.6 0.6 63.3 38.3
Coal Mining 372.4 0.8 0.6 4.8 25.5 15.5 45.9 32.2
Crude Petroleum 308.8 -15.3 1.5 -47.2 29.9 63.3 22.8

Metals Mining 646.0 - 0.1 3.4 12.6 47.2 42.6 89.2 74.7
Non-Metallic Mining 551.3 0.5 6.9 22.0 38.3 32.1 74.2 50.9
Manufacturing 445.0 2.0 4.7 12.9 18.1 32.4 44.7 38.0
Food-Beverages-— '

Tobacco 422.1 0.1 7.5 6.9 18.8 26.2 41.1 37.5
Textiles 464 .1 5.4 2.6 17.5 15.6 46.4 30.4 38.2
Wood Products 512.0 2.5° 1.2 16.2 11.8 46.3 24.5 31.5
Paper Products & '

Printing 521.1 0.2 0.1 14.9 10.2 47.4 25.3 43.8
Chemicals &

Petroleum Prod. 456.2 0.4 6.6 8.0 16.4 23.7 ©58.8 37.6
Non-Metallic Min. 547.8 2.0 4.2 21.7 31.7 43.9 58.2 54.7
Metals 365.0 2.5 6.9 11.3 14,9 24.3 43.7 28.7
Metals, Machinery

Vehicles 401.5 4.0 2.2 21.5 22,1 39.1 42.8 37.8
Other Industries 507.0 0.0 0.4 32.6 31.8 41.2 44.2 39.0
Energy 859.9 0.0 18.3 10.8 68.7 28.0 148.5 75.4
Gas 467.7 0.0 0.0 0.0 85.6 4.0 138.5 65.9
Water 593.0 0.0 0.1 7.3 57.8 21.3 85.6 57.0
Electricity 926.7 0.0 21.8 11.5 2 29.4 161.4 78.7

70.

1/ May to May
2/ Aonual Average

State Institute of Statistics
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However, the average rate of inflation for the period April
1985 - May 1986 continuedto be relatively high. It was 23.4 per-
cent for agriculture, 38.3 percent for mining, 38.0 percent for
industry, and 75.4 percent for energy, making the overall rate
of inflation 34.6 percent.

By May 1986, most price increases were Jower than the corres-
ponding rises in 1985, but prices of four items were increasing at
higher rates. The annual rate of increase in fodder was 41.6 per-
cent in May 1986, against 13.4 percent in May 1985. Prices of tex-
tiles increased by 32.4 percent against 19.2 percent, leather by
74.9 percent against 18.3 percent, and of construction materials

by 50.7 percent compared to 43.9 percent in May 1985.

The reducticn in the rate of inflation is also obvious from
the Cost of Living Indices. This is particularly so in the case
of Ankara, where the 12 months May-to-May rate of inflation was
reduced to 34.3 percent from 45.3 percent, but less marked in the
case of Istanbul, where it fell to 35.4 percent from 41.6 percent.

COST OF LIVIHG THDICES
1963=100 {% CHARGE)
FIRST FIVE NOHTHS  ANHURL HAY-ON-HAY

AHEARA 1983 1936 1965 1986
GEHERAL 19.3 9.2 45.3 4.3
-FO0D 13,4 3.9 43.4 26,9
CEREALS 16.6 6.2 RY 29.2
MEAT 0.9 12.3 43 22,5
MILK 5.9 7.2 46.9 5.7
-UEGETABLES 6l.4 10,4 1.6 13,2
-HEATING 14 4.8 35.6 £6.7
~CLOTRING 17.1 g.& 7 4.1
-OTHER 21,5 13.4 £5.9 28.7
ISTAHBUL
GEHERAL 2l 1.1 il.6 35.4
-Foap 17.9 10.3 40 29.5
CERERLS 21,5 16.4 30,4 29.7
HEAT 15.9 7.8 33.4 2.6
AILK 16.3 6.6 50 40.8
UEGETABLES 52,3 10.7 89.2 22.4
-HEATIHG 28.7 18,2 6.4 6.9
-CLOTHING 28.4 13.6 44.9 0.4
-(THER 26.8 {2 382 36.6

SOURCE: Treasury  and Foreign Trade Undsrsecreteriat

The same indices displayed a 36.8 percent raté of increase in June 1986 as against
40.4 percent in June 1985 and 37.1 percent and "~ 40.6 percent for.Ankara and
Istanbul respectively. Latest available figures indicate that the same trend has
been continuing for June 1986 with the annual rate of increase in fodder price
being 34.5 percent as against 30.6 percent in June in 1985, leather being 81.6 per
cent as against 24.9 percent, in textiles being 31.4 percent as against 12.7 per
cent and finally in construc%ion materials being 58.6 percent in June 1986 as
against 37.9 percent in June 1985.
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£OST OF LIVING IHDICES
(1963=4010)
(12 HENTHS RATES OF INCREASE)

ANKARA  ISTANBUL

DEC 1985 459  47.5
JAH 1986 TR X
FEB 1986 4.3 356
HAR 1986 3|2 3.0
APR 1986 %7 M9
HaY 1996 .3 354

SOURCE: Treasury and Foreign Trade Undersecreteriat

S.I.S. CONSUMER PRICES INDICES AND RATES
OF CHANGE
(1978-1979=100)

First 5 Between Two
Months = Consecutive
€hange 12 Months
(With Period
I Month's Rate of Rates of Change Respect (1.6.1984 -
TURKEY Change in May 1985  From May 1985 to 31.5.1985)
14 cities and May 1986 (%) to May 1986  December (1.6.1985-
1985 May 1986 May (%) 1985 (%) 31.5.1986 %
TURKEY 2.4 1.9 33.0 8.8 38.5
Adana 2.1 2.5 36.4 1.7 38.3
Ankara 3.7 3.4 35.6 9.4 42.7
Antalya 1.4 3.1 33.7 12.2 37.4
Bursa 1.9 1.5 35,1 9.1 38.3
Diyarbakir 3.0 2.6 41.1 13.0 41.1
Erzurum 2.1 1.3 33.4 8.2 39.3
Eskisehir 1.8 2.1 36.4 11.1 39.0
Istanbul 2.0 2.2 34.7 8.2 40.4
tzmir 2.9 2.2 34.3 9.2 40.3
Kayseri 2.6 2.4 35.5 10.0 40.3
Ordu 2.3 1.5 29.8 8.1 37.6
Samsun 2.7 3.0 32.9 10.6 38.5
Trabzon 1.0 1.8 34.1 7.9 38.9
Zonguidak 1.0 2.9 34.9 11.4 36.2
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But whilst the Turkey average rate of inflation was reduced
to 33 percent, a number of provinces continued to have a higher
rate of inflation. :

The average cost of living increases in 14 provinces indicate
a notable reduction therein from 46.4 percent to 33 percent. The
average increase for the 1985/1986 May-on-May period was 33.5
percent. Latest available figures display 37.2 percent rate of change in consumer
prices for Turkey between June 1985 and June 1986 according to State Institute of
Statistics.

GOLD IHGOTCLONDON MARKET) PRICES $/GUNCE

% CHANGE
1984 1965 1986  1985/1984 198671985
JANUARY 365 304 334 -16.7 9.9
FEBRUARY 386 303 318 -21.5 1.6
NARCH 394 298 ) -24.4 14.4
APRIL 395 328 0 ~17.8 3.7
Ky 76 317 6 ~13.6 9.1

SOURCE: CENTRAL BAWK OF REPURLIC OF TURKEY
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% CHANGE
1984 1985 1986 198571984 198671995
JaHUARY 4028 4560 $733 13.2 7.7
FERRUARY 4220 4585 6855 8.6 49,5
KARCH 4310 4590 7343 6.5 60.0
APRIL 217 5213 7718 20.8 43.1
Hoy 4625 5465 7768 18,2 42.1
BOLD REPUBLIC COIN(TL)
% CHANGE
1994 1995 1986  1985/1984 198671935
JANUARY 26765 30450 44679 13.8 46.7
FERRUARY 20074 30367 45900 8,2 51,2
HARCH 28607 30133 49380 5.3 £3.9
APRIL 29113 34625 52825 18.9 5.6
Hay 31125 26300 53238 16,6 46.7




CHAPTER VI

FyREIGN EconoMmic RELATIONS

There was again a considerable improvement in exports in 1985,
a rise of no less than 11.6 percent being achieved. During the first
four months of 1986 however, this trend was less certain and the
rate of increase in exports was lower,

In view of the marked decreases in oil prices, this was not
an unexpected development,

However, even if the target growth rate for exports is not
met, there will be no foreign exchange shortages this year and a
relatively lower performance would not have a negative effect on
international business and financial opinion, and it would not
impinge upon Turkey’ s credit-worthiness.

In any event, Turkey will have no difficulty in meeting its
foreign debt servicing commitments and there will be no payment
delays. Balance of payments forecasts show clearly that there will
be no currency shortages this year, anyway.

1) Exports

As stated above, export performance in the first five months
of 1986 cannot be described as altogether satisfactory. Even so,
the total for the first five months showed an increase of 1.7 per-
cent, as against an increase of 0.9 percent in the same period of
1985

EXPORTS (JANUARY-MAY)
(B35 & MILLION)

NORTHS 1982 1983 1984 1985 1986
JAHUARY 446, 1 478.1 941.3 668.1 626.3
FEBRUARY 410.2 403.4 680,95 495.4 623.3
MARCH 447.3 476,5 713.3 616.9 626.8
APRRIL 402.1 483.5 612.3 570.0 382.3
Ay 414.5 423.5 946.3 684.9 626.8

ToTAL 2120,2 2267 30079  3035.3  3087.5
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PERCENTAGE CHANGE IH MOMTHLY EXPORTS

HONTHS 1982 1983 1984 1985 1986
JAHBARY: 8.6 7.2 13,2 23.4 ~6.3
FEBRUARY 3.8 -1.7 49,9 -17.5 26.2
HARCH 4.0 6.9 49.7 -13.5 1.6
APRIL 27.2 26.2 26.6 -6.9 2.2
BAY 4¢.8 2.7 27.0 26.7 -8.3
ToTAL 29.9 6.9 32.7 8.9 1394

Although the figure for the first five months indicates a
moderate increase in exports, it is most probable that the three
percent increase foreseen for exports in the full year 1986 will
not berealised., Indeed, it is likely that over the full twelve
months, exports will not earn more than about $ 8 billion, which
is almost the same as last year's total,

Composition of Exports

In the first four months of this year, agricultural and live-
stock exports decreased by 7.5 percent as compared with the first
four months of 1985. Indeed, the industrial sector and, to a much
lesser extent, the mining sector, were responsible for the increase
in exports so far this year.

Overall, exports of industrial goods increased by 8.1 percent
in the first four months of 1986. As a group, industrial products
accounted for 74.5 percent of total export earnings, as against
72,1 percent in the same period of 1985,

Exports of the mining sector also increased during the first
four months of this year by 38.2 percent.
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CONKODITY COMPQSITION OF EXPORTS
(JAH-APRY  (US & MILLICH)

1985 1986

Ualue  Share{%) Ualue Share() Change(X)

I. AGRICULTURE AND LIVESTGCK 66,2 23.8 560,45 22.8 -7.5
A, Vegetable crops 332 23.5 462.3 18,9 -16.3
a. Cotton 106.4 4.5 7.6 1.5 -64.7

b. Tebacco 149,35 6.4 127.9 3.2 -14.4

c. Hazeinuts 95 4.0 192.4 4.2 7.8

d. Dried grapes 21.9 0.9 26.1 1.1 19,2

g, Others 179.2 7.6 168.3 6.8 -6 1

B. Livestock and animal products 45,8 t.9 80,1 3.3 74.9
C. ¥Yater products 3.8 .2 13.9 0.6 13%.7
0. Ferestry products 2.6 0.1 4,3 0.2 63,4
II. MINING AHD QUARRYING 48,7 2.1 8/.3 2.7 38.2
III. MAHUFACTURTNG 1695.5 72,1 1832.8 743 8.1
A, Agricultural processed products 207.9 8.8 213.7 8.7 2.4
B, Petroieum products 81.3 3.5 36, 1 2.3 -3
C. Industrial preducts 1406.2 1.8 1563 63,5 1.1
1. Cement 22.9 1.0 12.8 0.5 -43.1

2. Chexicals 98.8 2.9 17,9 4.8 100.5

3. Rubber and plastics - 28 1.2 46.1 1.9 64,6

4. Leather and hides 100.5 4.3 89 3.6 ~il.4

5. Forestry 3.1 1.9 20.8 0.8 -40.7

6. Textiles J60.2 23.8 636.1 23,9 13,5

7. Glass and ceramics a2.9 2.3 49 2.t ~7.4

8. Iron and steel 293.2 12,5 313 12.8 7.4

9. Non-ferrous metals 3.2 1.4 48,3 2.0 56.0

t. Hetallic goods 6.2 8.3 2%.6 1.2 377.4
11, Machinery 50.9 3.9 91.9 .7 1.1
12, Electrical and electronics 13.6 0.7 41.3 1.7 164,7
13. Motor vehicles 45.6 t.9 20,4 6.8 -05.3
14, Others 64,5 2.7 44,7 1.8 -30.7
TOTAL 23530.4 108.0  2460.7 104.0 4.7

Geographical Distribution of Exports

The geographical distribution of exports changed slightly in
the first four months of 1986. The OECD countries! share increased
by 0.5 percentage points from 51.6 percent in the first four months
of 1985 to 52.1 percent in the same period of this year.

Exports to the COMECON countries decreased to 4.0 percent of
total exports, from 4.7 percent in the first four months of 1985

On the other hand, exports to Middle Eastern and North African
countries fell from 42.5 percent of total exports in the first four
months of 1985 to 41.6 percent in the same period of this year.
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GEORAPHICAL DISTRIBUTION OF EXPORTS

{JAH-APR) {US § MILLIOGH)
1985 1986
Yalue Share Yalue Share Change(X}

1. OECD COUNTRIES 1213.1 $H.6 12831 .l 5.8
i, EEC COUNTRIES %05.0 3.5 1004,9 it.3 11,0
4. Germany 417.0 17.7 451.4 13.3 8.2
-Belgiun-Luxenbourg 36,6 2.4 61.1 2.3 8.0
-Dennark 3.8 0.2 1.5 4.5 93.3
-France 33.6 2.4 80,2 1.3 44,2
~Ketherlands 33.7 3.6 7z2.1 2.9 -13.%
~United Kingdom 115.2 4.9 123.7 2.0 7.4
-Irefand 2.1 0.1 1.6 2.1 -23.8
-Italy 119.4 3.1 157.6 b4 2.0
-Greecs 27.3 1.2 24,9 1.0 -2.8
-Spain 12.9 0.5 6.1 0.7 24.8
~Portugal 9.4 0.4 4.7 B.2 50,0
B. OTHER OECD COUNTRIES 308.1 13.1 2758.2 11,3 -9.7
-lish 172.3 7.3 147.6 6.0 -14.3
-Japan 17.5 ¢.7 24,1 1.0 7.7
-Switzerland 95.9 2.4 39.1 1.6 -29.9
-fustria 43,2 i.8 43.3 1.8 0.2
~Qthers 19.3 0.8 24.1 1.0 24.9
SLAMIC COUNTRIES 998.3 42.5 10239 4.6 2.6
. BIDDLE EAST COUHTRIES $97.1 8.2 877.8 n7 -2.1
-Iran 315.1 13.4 299.6 12,2 -4.9
~Iraq 339.7 4.9 273 1.1 -13,6
-Saudi Arabia 117.4 3.0 114.4 4.6 -2.6
Kuwait 27.10 1.1 36.9 1.5 3.7
-Lebanon in,3 0.4 39.7 2.4 479.6
-Syria 15.5 0.7 16.1 0.7 3.9
-Jordan n.9 1.3 32.4 1.3 . 4.9
~pby Chabi 1.6 0.1 9.7 0.4 306.3
-Dubai 17.3 0.7 5 0.2 -741
-Bahrain 8.2 0.0 0.9 e.0 350.0
-Datar 1.2 0.1 3.8 0.2 216.7
-Oman 0.6 0.0 1.2 9.0 100,90
-N.Cyprus 18.5 0.8 4 Lo 29.7
-Yeman firab Rep. 1.5 0.1 1 6.0 -37.5
-Denocratic Yemen 0.1 e 0.1 0.0 2,0

. NORTH AFRICAN
COUNTRIES 93.7 4.0 140.1 5.7 49,5
-Libya 16.4 0.7 43.6 1.2 165.9
-Equpt 32.0 1.4 3.9 1.3 13.3
-flgeria 1.1 1.7 3.4 2.3 46.8
-Tunusia 3.1 n? 1.9 1.1 -62.7
~Horocco 1.1 8.0 0.3 0.0 -72.7
OTHERS 7.6 0.3 6 0.2 -21.1
#5T EUROPEAN COUNTRIES 10,9 4.7 9%.1 4.0 -10.6
53R 53.6 2.3 48.7 2.0 -9,1
thers 57.3 2.4 50,4 2.0 -12.0
HER COUNTRIES 7.7 1.2 4.6 2.2 97.1
TOT4AL 2350.0 10,0 2460.7 10g.0 §.7
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2) Imports

Imports were valued at $ 4,618.6 million in the first five
months of 1986, indicating that the year's total envisaged in the
latest estimates will probably be attained. The rate of increase
in comparison with the first five months of 1985 was of 9.5 per-
cent.

The first three months' figures showed sharp increases in imports ,
but these were followed by a 1.2 percent decrease in- April.

IMPORTS (JANUARY-HAY)
(% ¢ NILLION)

HONTHS 1982 1982 1924 1985 1986
JARUARY £08.0 73,7 664.3 g22.2 Hlad
FEBRUMRY 667.5 749.9 694.5 695,32 857.8
HARCH 684.3 95%.6 821.4 928.2 1.8
AFRIL 73%.6 865.2 924.6 B56.5 §55.7
HaY 768.7 711.4 876.8 914.8 951.2

TOTAL 34886 37238  3%8l.6  4217.1  46l18.6

PERCENTAGE CHANGE IN HOHTHLY IMPORTS

HONTHS 1982 1983 1984 1985 1986

JANUARY -22,3 2.7 -10.2 23,8 23.1
FEBRUARY -20.9 12.3 7.4 -1.3 25,2
MARCH 1.1 5.5 4.4 13.0 1.5
APRIL 16,4 -12.4 9.0 -6.3 -1,2
Hay 1.2 -7.5 23,2 4.3 4.0
TeTAL -6.1 6.8 £.9 5.9 9.5

Composition of Imports

An analysis of imports by commodity categories, shows that in
1986 more emphasis was put on investment goods imports than in the
first four months of last year. These imports increased by 63.1
percent in the first four months of 1986 and their share of total
imports increased from 18.1 percent in 1985 to 26 .5 percent in the
first four months of this year.
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COMMODITY CONPOSITION OF INPORTS
(JAN-APR)  (US & MILLIOH)

1985 1986

Yalue' Share(i) Value Share(¥)} Change(X)

1. AGRICULTURE AHD LIVESTOLK ‘ 146.7 4.4 175.7 4.8 19.8
fi. Yheat 40.7 1.2 60.1 1.6 47.7
B. Rice : 12.0 0.4 4.7 0.1 -40.8
€. Nerino Wocl 21.4 0.6 24.4 0.7 14.0
0. Others ‘ 72.6 2.2 86.5 2.4 19,1

11. MIHING AHD QUARRYING 1148.2 34.9 823.2 22.7 -27.4
fi. Crude 0§l 10480 3.7 701,5 19.1 -33.1
B. Coal 3.2 1.0 60.3 1.6 76.9
C. Others _ 66.0 2.0 71.2 .9 7.9

111. HARUFACTURING ‘ 2007.4 63.8  2658.5 72.9 2.4
R. Agricultural processed products 163.2 3.0 176.8 4.9 7.0

1.50ybean oil : 37.4 1.1 19.9 6.9 -49,2
2.Fats and vegetable cils 4.7 i.4 45.6 1.3 “2e3
3.0thers . 80.1 2.4 111,2 3.0 38.8
B. Petroleus products 39.0 1.8 90.4 2.5 8.2
€. Industrial products 1783.2 4.0 23913 63,2 34.1
1. Cesent 1.2 e.0 0.4 8.0 .0
2. Chemicals 3807 11.5 451.1 12,3 18.5
3. Ruhber and plastics © 100,14 3.0 123.6 3.4 23.5
4. Leather and hides 3.7 0.t 2.2 t.2 9.6
5. Forestry 2.1 0.t 2.4 0.1 4.3
6. Textiles .2 1.0 57.9 1.6 69,3
7. Blass and ceramics 13.7 0.4 31.8 0.9 132.1
8. Iron and steel 349.1 0.8 472.1 9.3 -0.6
9. Non-ferrous setals ' 59.9 1.8 89.6 2.4 49.6
10. Metallic goods 9.7 0.3 14.7 0.4 91.3
11. Machinery - 382.6 iL.6 624,95 17.9 83.2
12, Electrical and electronics 193.8 5.9 288.8 7.9 47,5
13. Notor vehicles 157.9 4.8 194.4 5.3 231
14, Others 93.5 2.8 157.8 4.3 62.8
TOTAL 3302.3 100.0  3667.4 160.0 1.1

——

Geographical Distribution of Imports

The geographical distribution of imports also showed
some changes in the first four months of 1986 as compared with
the same period of 1985; imports from the OECD countries increased
from 54,8 percent to 63.6 percent of the total. Overall imports
from Middle Eastern and North African countries decreased from 35.5
percent to 22.6 percent of the total.
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GEORAPHICAL DISTRIBUTION OF IMPORTS
CJAR-RRRY  CUS § MILLIOW

1985 1926

Yalue Share(X) Yalue Share(%) Changa(¥)

I, OECD COUNTRIES 1808.4 H.8 233130 63.6 29,0

A. EEC COUNTRIES 1056, 4 2.0 1435.0 3.1 35.8
<¥.Gernany 360,14 10.9 a73.1 13.6 99.2
-Belgiun-Luxenbourg 28,4 1.8 92.9 2,5 99. 1
~Denmark 8.3 2.2 12.5 0.3 47.1
-France 93.1 76,3 141.3 3.9 31.8
-Hetherlands 76.4 159,7 76.5 2. 9.1
-United Xingdom 133.1 3.7 199.7 4.4 20,0
-Ireland 1.0 280.0 3.7 8.1 270.0
-1taly 183.9 25,3 200,0 7.6 50.6

_ -Gresce 11.8 61.9 25,2 0.7 114.4
-Spain 118.4 6 81,9 1.7 -47.7
-Portugal 9.7 0.3 8.1 0.2 -16.3

B. OTHER OECD COUNTRIES 792,10 22.8 3%8.0 24,5 19.4
-Ush 389.6 11,8 399.9 10.9 2.6
~Japan 139.6 4,2 205.2 3.6 47.0
-Switzerland 94,1 1.6 79.4 2.1 3.4
~fustria 40.8 1.2 48,2 1,3 8.1
~Bthers 127.9 1.9 169.3 4.6 32.4

I1. ISLANIC COUNTRIES 1170.8 35.5 829.6 22.6 -29.1
#. WIDDLE EAST COUNTRIES 854.1 25.9 630.,4 17.7 -23.8
-Iran 354.1 10.7 103.0 2.9 -70.3
-Irag 405.9 12,3 335.9 9.2 -17.2
-Saudi Arabia 8.9 1.8 98.3 2.7 66.9
-Kuwait 27.8 6.8 78.9 2.2 183,48
-Lebanon 4.6 0.0 1.2 .0 10,0
-Syria 2.8 8.1 4.2 b.4 407.1
-Jordan 2.1 0.1 2.9 1.1 26.1
-Abu Dhabi 8.0 0.0 2.4 0.1 0.0
-Dubai 0.0 0.0 6.0 0.2 0.0
~Bahrain 0.9 2.0 2.4 0.2 1.0
-Batar 8.0 0.0 0.4 a.0 6.4
-Onan 0.0 0.9 0.9 0.8 f.8
-N.Cyprus 2.1 0.1 2.8 6.1 33.3
-Yemen Arab Rep. 9.0 0.0 0.0 6.0 6.6
~Democratic Yemen 0.0 3.0 0.0 0.0 0.0

B. NORTH AFRICAH
COURTRIES 285.4 8.6 143.1 4.0 -48,1
-Libya 245.2 7.4 116.4 3.2 -52.5
-Egypt 8.9 0.0 3.7 0.1 M
-hlgeria 23.8 0.7 0.9 0.0 ~96.2
-Tunusia ' 3.2 0.2 6.6 0.2 26.9
-Horocco 16.3 0.3 20,3 0.6 99.0
C. OTHERS 31.3 0.9 3.1 0.8 -0.6
111, EAST EURDPEAN COUHTRIES 173.1 5.2 i87.7 3.1 8.4
-SSR 45,4 i.4 4.3 1.3 6.4
-Others 127.7 3.9 139.4 3.8 9.2
IV, OTHER CGUNTRIES 145.9 4.5 317.2 8.6 11.6
TOTAL 3302.2 100.0  3667.5 140.0 11.4
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3) Balanc:e of Trade

The bea lance of trade for the first five months of 1986 showed
an increasi ng deficit as a result of the slow-down in exports and
rise in improrts, which trend, however, changed in April. The foreign

trade deficEit rose by 29.6 percent to $ 1 ,531.1 million as compared
to $ 1,181 - 8 million in 1985.

FOREIGN TRADE DEFICIT (JANUARY-MAY) (S ¢ KILLION)

KOHTHS 1982 1983 1934 1985 1986

JAHUARY 161.9 261.6 123.0 1541 385.8
FEBRUARY 257.3 346.3 %4.4 189.9 232.3
HARCH 237.9 383.1 108.1 1.4 315.0
APRIL 357.5 18t.7 2.3 296.5 74
HaY 354,2 283.9 3%6.3 229.9 324.4

TOTAL 1363.4  1458.8 973.7 1181.8 13311

PEREENTAGE CHAHGE IN FOREIGH TRADE DEFICIT

NONTHS 1983 1984 1985 1986
JANUARY 6.6 -53.0 25.3  150.4
FEBRUARY 34,7 729 102.0 22.4
KARCH $1.3  -71.8  188.1 1.2
APRIL -49.2 71.9 -5.1 -2.8
HAY -19.3 17.6  -3.6 = 4.1

29.6

ToTAL 6.6 -13.3 21.4

.« -TRADE DEFICIT

{ JAN — AFR)
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4) Invisibles

Workers'! Remittances

Workers' remittances decreased by 15,5 percent during the first
four months of 1986, to a total of $ 397.0 million.

WORKERS’ REMITTANLES (HONTHLY) (US ¢ MILLION)

HONTHS 1932 1983 1984 1985 1986

JANUARY 149,2 121.2 83.4 151.9 ~ 97.6
FEBRUARY 130.,8  105.7 98,5 1341 100.3
NARCH 147.3 © 129.3 9.7 1228 95.1
APRIL 152.5  17.1 81.7 1238 104,0

TOTAL 579.8 2.3 - 362.3 5.9 397.0

- PERCENTAGE CHANGE IN WONTHLY RENITTANCES

NORTHS 1983 1984 1985 1986

JAHUARY -18.77  -31.19 82.13  -35.75
FEBRUARY -19.19 -6.81 3.4 -23.2t
HARCH -12,22  -23.67 24.42 -22.56
APRIL =221 -30.23 50.67  -15.52

TOTAL -18.37 -23.45 46,91  -25.36

YORKERS/ REMITTANCES  (CUMULATIVE) <US $ MILLIOW)

HONTHS 1982 1983 1984 1983 1986

JAHUARY 149.2 121.2 83.4 151.9 97.6
FEBRUARY 280,90 226.9 181.9 286.0 197.9
MARCH 427.3 336.2 280.6 498.8 293.0
APRIL 379.8 473.3 362.3 531.9 392.0

TOTAL 579.8 473.3 2.3 5319 397.0

PERCENTAGE CHANGE IN CUMULATIVE REBITTANCES

HONTHS 1933 1984 1985 1986
JAHUARY -18.77  -31.19 82.13  -35.75
FEBRUARY -18.96  -19.83 3,23 -30.80
HARCH -16.64  -21.22 45,69  -28.33
APRIL -18.37 -23.45 46,81 -25.3%

TOTAL -18.37 -23.45 46.81  -25.36
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IMPORTS AGAINST EXPORTS AND MORKERS’ REMITTANCES (US # THOUSAND)
{JAHUARY-APRIL)

1982 1983 1984 1983 1986

EXPORTS {1} 1705.7 18415 ;46?.4 2350,4  2460.7
REHITTANCES (2} 379.8 473.3 362.3 3.9 397.0
SUM OF C1) AHD (2) 2285.5 214,88 2889.7  2882.3 18577
THPORTS (D) 2719.9 34,4 3048 33023 3667.4

PERCEHTAGE RATID
OF (1&2IINCD) 94.03 76.79 91.14 g7.28 77.9

Expor ts plus workers' remittances covered imports as to 87.3
percent in the first four months of 1985 but as to only 77.9 per-
cent in the corresponding period of the current year.

5) Balance of Payments
2) Ba =<

According to the new definition of the balance of payments,
the foreigmn trade deficit amounted to $ 1,032 million in the first
four months of 1986, which is $ 290 million more than the deficit
in the same period of last year,

The overall balance on the account for the four months'
period was $ 195 millionsurplus, as against a $ 90 million deficit
in 1985, and the current account showed a deficit of $ 785
million, amn increase of § 491 million,
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BALAHCE OF PAYNEHTS (US & BILLION)
(JAR-AFR)

1985 1986  Change{%)

A, CURREHT ACCOUNT

Exports (fob) : My 2334 3.98
Imports (fob} - =79 -3566 12.17

Trade Batance - : -7z -1932 39.08

Uther'gnnds and
services, and

income:Credit 829 994 20,14
Jbravel - : 238 192 -19,33
+other - 591 ah4 36.04

Other goods and
services, and

incoae:Debit -956 -1204 25
travel : =73 ~112 49.33
.interest pawwents -576 -693 20,31
.other =305 -39% 30,82
Tokal -@69 ~1240 42.69
Private unrequited
transfers:Credit 341 463 -25.H4
«wigrant transfers b ] .00
«vorkers )
renittances 315 9 -24.08
-other 2 14 -46.15
Private unrequited
transferstDebit -3 -4 =20.00
OFficial unregquited
transfers » 9 38.46
Jeorkers’ )
remittances 19 &  -6B.42
other 20 48 140.00
Current Account _ '
Balance -294 =785 167,01
8. CAPITAL,

EXLUDING RESERVES 141 1310 g829.0¢
Direct investment k74 92 40,54
Portfolio investment 0 0 .00
Other lomg-ters
capital movesents =307 186 ~160.59
-dravings _ 270 876 24,44
repayments =577 -690 19.58
Other short-tera
capital movements 411 1072 160.83
.assets 129 304 135,66
Jdiabilities 282 768 172,34

C. HET ERRORS
AHD OMISSIONS -89 -426  378.65
D. EXCEPTIONAL FIHANCING 150 0 -100.00
E. COUNTERPART ITENS 2 9%  4780.00
Overall Balance =30 199 -316.67
F. TOTAL CHAMGE

IH RESERVES 90 =195 -316.67

I8F =77 -fo¢ 29.87

Gfficial rezerves 167 -93  -156.89
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6) Ch@_,_nges in the External Value of the Lira

Daily exchange rate adjustments continued to be made in 1986.
The half-ye==arly devaluation rate against the US dollar was 17.66
percent anc® the devaluation rate against the Deutsche Mark was 30.62
percent dux—'ing the same period.

HALF YEARLY FOREIGH EXCHANGE BUYING RATES (EMD OF MONTH) TURKISH LIRAS

- -

us DE[ITSCHE FRENCH  SNISS BELGIUN  AUSTRIA

vEA R S/HONTHS DOLLAR  STERLING MARK FRANC FRAKC FRANC SHILLING
1984 JlN 309.30 434,57 109.90 35.92  132.86 7.38 15.58
FEB 308,75  460.81 118,65 3%.48 143,01 5,80 16.83
AR 320,60 461,41  123.80  40.18  149.80  6.05 17.60
APR 337.75  473.86  125.20 40,82 151,53 6,13 17.80
HAY 355.20 - 491,24 130.10 42.34  157.48 6.38 18.51
JUH 368.10 494,23 13L.7D 42,90 157.38 6.47 18.78
pERCENTAGE
cHANGE IN :
HaLF YERR .46 2312 .43 2902 2.9 w1 NG
1985 JMN 451,20 509.63 142,70 46.68  168.67  7.13 2.7
FEB 490,90 525.14  144.85 47.43 16993 7.23 20,68
HAR 488,65 605,93  "158.65 51.98 187,94 7.90 22.62
APR 508,30 632,93 16410 5390 19550 0 &1 23.42
v 527,30 676,20 170.60 96,05  202.34 g.46 24,30
Jul 334,05 692.02 17430 57.39 208,98  B.68 24.85
PERCENTAGE
CHANGE TH |
HALF YEAR 20,20 34,56 23,57 2425  22.62  22.43 2345
1986 JAN 581.85  815.17  243.60 79.38  288.30 11,92 .76
FEB 589.50  875.70 262,33 85.3¢ 311.28 12.83 ¥.43
NAR 658.25 973,88 283,05 91,95 338,26  13.81 4031
APR 651,65 1009.41 299.95 9420  398.64 14.73 42,68
Y 678,05  1013.68 295.25 9276  3/K.59 M4 42,19
JUH 675.35  1025.72 304.55 95.62 | 371,58 14.42 43.43
PERCENTAGE
CHANGE IH

HALF VEAR 17,66 24.10 30.62 25.68 34.26 26.27 .21
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7) Foreign Capital Investment

The foreign capital inflow into Turkey allowed by the government
increased by 186 million dollars in the first six months of this
year, to a total of § 1.6 billion.

Following tables show the breakdown by country of origin and
sectoral distribution of firms operating under Law No. 6224 and
Decree No.30.

BREAKDOWH BY COUNTRY OF ORIGIN OF FIRMS OPERATING  UNDER
LAY NO. 6224 AND DECREE NO. 30

{JAN-JUNE) - (US § NILLIOW)
SHARE TH
NUMBER OF ~ FOREIGN  FORETGH
COUNTRIES COMPANIES  CAPITAL CAPITAL(%)
AUSTRALIA | b.18 0.10
AUSTRIA 2 0.60 8.2
BAHRAIH 1 0.90 §.48
BELGIUN Z .03 .03
BRASTL H g.10 0.05
DENNARK 6 1.9 1.05
EGYPT 2 0.10 .05
FINLAKD 2 0.22 §.12
FRAHCE 7 Z7.18 3.85
GREECE 1 0.07 8.04
GLOBAL BODIES 2 10.86 5.83
D8 4 0.57 0.31
IFC 2 D.00 0.00
IRat 4 0.20 8.1l
IRAN 21 2.78 1.49
ISRAEL 2 0.11 .08
ITALY 7 4.42 2.3
JORDAH 4 .72 0,39
KURATT | 8.05 0.03
LEBAHOK 9 2.1 1.24
LIECHTENSTEIN 3 0.22 §.12
LUXENBOURG 3 0,55 0.30
HETHERLAKRS 7 f.66 0.3
H.CYPRUS { .03 0.03
PAKISTAN 2 r.14 0.08
PAHAMA 2 20.36 10.93
SAUDI ARABIA 9 73.04 39.20
SWEDEN ! 0.00 8.00
SUITZERLAHD 19 3.06 1.64
SYRIA 9 8.82 0.44
W GERHARY RX) 23,20 13.32
UK 14 19.61 19,32
ush is 9.19 4.92
PUGDSLAVEA l 0.07 0.04

TOTAL 220 186,34 180.60
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SECTORAL DISTRIBUTION OF FOREIGN COMPARIES
(JAH-JUNEY(US $ MILLIOH)

SHARE TH

HUMBER OF  FOREIGHN FOREIGH

SECTORS COMPANIES  CAPITAL CAPITAL(%)
AGRICULTURE g 10,71 3.73
HINING 4 0.86 .46
HANUFACTURTNG 9 62,97 33,78
Electrical~Elactronics 7 15.75 8.45
Hachinery 1 1.45 0,78
Textile 10 14.73 7.9
Chemicals 17 1.9% 1.06
Glass K1 .00 0.00
fiutorotive Equipment 7 8.09 4,34
Food and Reverages 1z 6.3 3.49
Metallic Geods 3 0.1? 0.09
Honferrous Hetals 3 0.70 8.38
Iron and Steel 3 7.06 3.7%
Plastics 2 0.29 .16
Forest Products i 0,25 0.13
Jyres 2 1.m 0.54
Baked Clay and Cer. M, 2 0.27 0.14
futn, Related Ind. 4 3.29 1.77
Aeropl ane 1 .53 .28
Other 3 g.90 0.48
SERVICES 147 111.85 60,81
Trade 69 6,84 3.67
Tourism 19 30,39 16.30
Banking 2 8.00 2.00.
Investment Finance 2 £9.40 37.23
Haritime Transportation 1 8.08 06.03
Other 24 5.16 2.77

TalL 220 186,39 100.00
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12) External Debts

Short term debts amounted to 6.6billiondollars and reached to 26 percent of
the total foreign debts.

There is also a slight increase in debt ratio to gross national product and debt
service ratio during the first quarter of 1986. Debts/GNP increased to 48.6 per
cent from 47.7 percent in 1985 and debt service ratio reached to 36.6 percent;
it was 32.3 percent for the whole 1985. When compared with other countries which
have very serious foreign debt problems, all these ratios seem quite normal.

EXTERNAL DEBT (Hil.US$) YEAR  EMD

1996 - A

BpriT 1985 19 1983 1982

1.NEDIUM &HD LONG TERN 12,431 19,395 16,782 15,346 15,455
(of which IHF) 1.226 1326 1,426 1,57 1,455
2.SHORT TERM 7822 6617 4,905 2,039 2,164
2. HORMAL DESTS 02 w5 2184 1,765 1.347

b, TURKISH CITIZENS ¥ 2970 40z 2.3 1,334 0817
TOTAL EXTERNAL DEBT 26,33 .00z 71,288 18,365 17,619

HENGRANDUR TTEMS
DEBT RATIZ TO GHR(H) 48,9 4.7 43,5 36,7 331
SHORT TERN/TOTAL DERT(X) 29,7 26,5 2.2 16,5 12,3
TURKIZH CIT./SHORT TERM % .z 2.4 3.5 7,8
¥Total of deposits made by Turkish workers and other citizens abroad, beposits of Turkish
residents amcunting to USF 1843 nillion is excluded,






CALENDAR OF MAIN EcoNoMmIC PoLICY MEASURES

1985/1986

1 985

January 1 The Central Bank raises rediscount
rates for preferential credits to
cooperatives and small businesses.
Fixed interest rates are to be
applied to investment credits.

Preferential credits for exports are
abolished. Certificates of export
incentives are made wvalid for 12
instead of 6 months.

January 19 Coal prices are increased by an
average of 40 percent.

February 3 Fertilizer prices are increased by
average of 20 percent.

February 6 The support price for Aegean tobacco
is increased to TL 710 (up 53 percent)

February 8 Principles of the Resource Utilization
Support Fund are determined.

February 12 The third of the EEC import tax
reductions on Turkish Agricultural
Exports is put into effect

February 17 Petroleum product prices are increased
by 5 percent.

March 2 The Income Tax Rebate Law is amended.
Rent, transport, and some cultural
expenditures are now included in the
rebate scheme for wage and salary
earners and pensioners. Starting in
April 1985, rebates will be paid
monthly instead of quarterly. Rebate
rates are also changed.



ExpenditiaTres
March 10
March 20
April 6
April 14
Apfil 24
April 28
May 1

May 2

up to
between
above
for
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Rebate Rate (%)

TL 25,000 ' ' 20
TL 25,000-50,000 15
TL 50,000

TL 50,000 17.5

for the remainder 10

above
for

TL 100,000
TL 100,000 13.75

for the remainder 5

New decisions are taken in order +to
encourage the inflow of foreign ca-
pital into the country. Foreign
citizens not resident in Turkey are
exempted from Income Tax on their
profit shares and income earned from
tangible assets.

Reserve ratio of the commercial banks
is lowered from 25 to 21 percent;
returns will be made weekly instead
of monthly. Deposits at the Central
Bank carry a weekly interest rate of
0.5 percent. Penalty rate is raised
from 5.5 percent per month to 1.5
percent a week for banks not meeting
the reserve requirements.

Interest applicable to credits under
the Exchange Rate Differential Scheme
is fixed at 35 percent.

General principles regarding inter-
national undertakings are determined.

Export pre-financing and foreign exchange
credits are exempted from various
charges and duties.

The State Planning Organisation amends
the Communique regulating 1985 Invest-
ment Incentives; the period of application
for an investment allowance is extended.

Various principles and procedures in
relation to the Community Housing Fund
Scheme are determined.

Prices of all Turkish State Monopoly
products, except tea, are raised by
an average of 30 percent.

The new Law on Banking is put into
effect. ‘



May

May

May

June

June

June

June

June

17%

29

15

19

28

29
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Pre-financing credits are exempted from
tax.

Customs duty applied to diesel engines
is decreased to 1 percent.

Crop support prices are increased by
an average of 40 percent.

Some items are deleted from the 1list
of goods which qualify for Export
Tax Rebates. '

Amendments atre made to the lists of
prohibited imports and imports subject
to licence.

The Central Bank published ‘a new
Communigue regarding general liquidity
requirements.

Some changes are made in the Property
Tax Law (Law No.1319). The first TL 2
million value of village property 1is
exempted from tax.

A new Mining Law and the Free Zones
Organisation Law are published.

The rate of stamp duty on imports is
determined at 4 percent. State employees'
salary coefficient is increased from
46 to 49.

The essentials of financial rent aiming
to obtain finance is determined.

— The Presentations Fund is established
and supplementary decisions are added
to the Law Governing the National
Lottery Organization. ‘

- On basic foodstuffs, VAT will be at
0 percent from July 1, 1985 - May 31,
1986 whereafter it will be at 3 per-
cent.

Some changes are made as regards the
Resources Utilization Support Fund.

- Banks can fix their own foreign ex-
change rates.

- Petroleum prices are increased.

— The levy for the Resources Utilization
Support Fund is increased to 10 percent.



- 162 -

~ Reserve ratio of the commercial banks
igs lowered from 21 to 20 percent.

- The interest rates applied to rediscounts
and to pre-financing credits are
adjusted.

- Interest rates on commercial bank de-
rosits are re-determined.

July 1 The VAT Fund is established as also LS
The Supreme Coordination s€£ouncil for
Employment.

July 2 Some changes are made in the Decree

concerning the General Principles
Regarding the Resources Utilization
Support Fund and Export Incentives.

July 17 Interest rate on credits emanating from
foreign credits benefiting fromthe exchange

rate assistance scheme will again be 25
percent. '

— Price stabilization support premiums
on wheat, barley and maize exports
are reduced.

July 21 General Decree concerning VAT obligations
is published. According to this decree,
cash registers are obligatory.

August 1 General Communiqgue on tax rebates for
wage-earners is published.

Communique on the yearly interest rates
to be offered for deposits by banks 1is
published.

Communique of the Central Bank of Tur-
key on cobligatory deposits is published.
The Communigue sets out that the rate of
obligatory deposits placed in the Central
Bank is 20 percent and that these depo-
sits bear an interest rate of 0.350 per-
cent per week valid as from August 3,1985.

August 10 Communiques on support purchase rules
and prices for 1985 crop cotton, sultanas,
dried figs, sunflower seeds and soya
beans are published.

Premiums deducted on exports of cotton,
hazelnuts, sultanas and dried figs in
favour of the Support Purchase and

Price Stabilization Fund are re-established.
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August 22 Additions and changes are made in the
list of customs duties to be applied
in 1985 within the framework of the
1985 import regulations,

Regulations on the application of the
Mining Law- come into force.

Additions and changes are made in the list
of imported goods on which a surcharge
is payable.

August 23 New rates of sur-chirges on overdue public
' charges:, etc are revised as from
September 1, 1985.

Selling-prices for chemical fertilizers
are re-established.

Communiques on the establisment and
operation of duty-free shops and on
the rules governing sales from these
shops are published.

August 31 Overdue payments under the Customs Law
are to be charged with interest
at fthe rate of 54.0 percent p.a.

September 2 Selling-prices for sugar are revised.

September 4 Regulations governing the grant of
permission to corporations other than
Turkey's Electricity Corporation (TEK)
for the founding and the operation of
electricity power plants, come into
force.

September 7 Decisions on the founding of the
Directorates for Free-Trade Zones and
their duties, powers and operating
rules, and on the payments which may
be made in Turkish Liras (TL) within
the first free-trade zones, come into
force.

September 12 Decision on the Resources Utilization
Support Fund comes into force.

September 24 Communique on the regulation of payments
' by cheque and the protection of bearer
of cheques are published.

September 28 Regulations on the establishment and
opening of branches of companies which
will be engaged in financial leasing
activities are published.



September

October

October

October

October

Qctober

October

October

October

October

November

29

10

11

12

17

21

23

24

26

7
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Regulations laying down the rules and
methods of warranting the tariffs and
other measures having an equivalent
effect to be charged on the iTPOTted
goods which are subject of leasing ac-
tivity under the financial leasing
repgulation, published.

Communique on the exclusion of certain
goods from the list of goods zero rated
for tax rebatesis published,

Application of the obligatory use of
cash registers by taxpayers whose
sales turnover or gross business collections

exceed TL 60 million a year decided as

from January 1, 1986.
Customs tariff adjustments are made.

The private sector is authorized to
export hazelnuts to the Soviet Union.

Regulations concerning the free-trade
zones set up in Antalya and Mersin
come into force.

Certain additions and changes are made
in the list of imported goods which
are subject to a surcharge.

The amounts of the surcharges to be
paid an imports of soya, cotton, sun-
flower and palm oils are revised.

The valid unit costs for building in
1985 are re-established.

Retail prices of petroleum products
are adjusted.

Decision on the founding of the Fund
For The Encouragement of the Production
of Capital Goods, comes into force.

Premiums to be deducted on exports of
1984 andearliercrop cotton in favour
of the Resource Utilization Support
Fund are revised.

Interest rates on savings deposits
valid before November 1, 1985 will
also apply to subsequent deposits

A supplementary Decision to the 1985
Import Regulations is published and
goes into force.



November

November
November
December

December

December

December
December
December

December

December

December

11

19

21

10

13

15

16

17

18

21
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Decision of the Council of Ministers
laying down the rules for the encouragement
of and guidance of foreign-exchange
earning activities in the context of

the 1986 Development Programme is published.

Circulars on the Standards to be ocbserved
in foreign trade are published.

Communique is published under the
Banking Law (Law No.3182)

General Communique of the Ministry of
Finance and Customs on the Law of the
System for Tax Collection No.165 ig
published.

Communique of the Ministry of Industry
and Commerce on the Turkish gtandards
Institute is published.

Decision of the Council of Ministers

on granting permission to Turkish Sugar
Factories Inc. to export and import
sugar is published.

Decision of the Council of Ministers
on increasing the amount of social aid
paid to Social Security Law pensioners
is published.

Decision of the Ministry of Finance and
Customs on revaluations under the Law
of the System for Tax Collection is
published.

The 1985 Export Regulations will continue
to be applied in 1986.

General Communique of the Ministry of
Finance and Customs on tax etc. collections
is published.

Communique on the rules goverming joint
stock companies is published.

Communique concerning the Istanbul
Stock Exchange is published by the
Stock Exchange's Board.

Decree No. 3182 of The Council of
Ministers is further elucidated.



December

December

26

28
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A Banking Law circular rearranges the
adjustments in Circular No 1/A and
imposes an obligation to deposit as
reserves with the Central Bank 20 per-
cent of foreign exchange receipts
acquired by the banks from exports and
invisible transactions. Foreign exchange
deposits are excluded from this obligation.
The rate of foreign exchange assets to
be reserved against liabilities is also
adjusted.

The Import Regulations for 1986 are
published. According to these commodities
which may be imported are divided into
two categories only

1)Those which are subject to licence
2)Those which are liberated free imports

There is no longer a list of "prohibited
imports".

In order to import, real or Juridical
persons must be in possesion of an
"importers certificate".

Interest shall no longer be paid on
mandatory reserves but the reserve
ratio is lowered to 18 percent from
1.2.1986, 17 percent from 29,3.1986
16 percent from 31.5.1986 and 15 per-
cent from 31 1.1986.

Interest rates on bonds may not be
greater than 1.3 times the one year
deposit rate of interest



January

January

January

February

February

March

March

11

18

19

22
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1 986

The Decree concerning the competitiveness
of Turkish contractor firms who partici
pate in foreign bids is published: it
enables the Central Bank to buy bills
offered by foreign states.

The fourth article of the Communigue
relating to the interest conditions
of bonds issued by private share com-
panies is changed.

The Decree regulating exemption from

tax on imported pharmaceuticals and
pharmaceutical raw materials is published.

Two communiques concerning banks' cre-
dits are abolished.

Some changes are made in the list of
imports subject to an gdditionall levy.

Some new items are added to the list
some tariff rates adjusted.

Interest rates are realigned:

Deposit Rates Annual %
a)Sight Saving Deposits 5
b)Time Deposits
- Monthly 35
- 1 to 3 months(including
certificate of deposit) 44
- 3 to 6 months(including
certificate of deposit) 48
- 6 to 12 months(including
certificate of deposit) 55

¢)Quarterly interest rates on
savings deposits(excluding
certificates of deposit) are

fixed at

- At 6 months 45pa

- At 1 year 4Gpa
d)Inter-bank Deposits Unrestricted

A premium equivalent to 7 dollars per
head to be paid on all sheep exports.
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April
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The banks are authorised to set their
foreign exchange rates only within 1%
below or above the daily rates announced
by the Central Bank.

The percentage of their foreign exchange
inflow from exports and invisible
transactions which the commercial banks
are required to transfer to the Central
Bank is reduced from 20 percent to 10
percent.

A number of adjustments and additions
are made to the 1986 Import Regulations
and Lists.

The list of commodities which are to be
exported to the USSR up to the end of
1986 in respect of credit repayments
and interest is published.

As of April 4, exports of cotton yarns
containing 50 percent or more pure
cotton are subjected to a premium for
the benefit of the Price Support Sta-
bilization Fund at the rate of the
equivalent of 1 US cent per kg.

A new Export Incentives Circular is
published; Art 60 of the original
Circular is cancelled.

The Turkey - USSR Economic Co-operation
Agreement of February 14 comes into
force.

The rate of tax on banking and insurance
operations is fixed at 3 percent.

In cases where imports are purchased
on a FOB basis and are carried in
foreign vessels, the commercial banks
may provide foreign exchange to cover
freight charges.

Price Support Stabilization Fund
premium on lentil, wheat, flour,
maize and chickpea exports are

abolished.

The Construction Fund levy charged on
0il and o0il products transported across
Turkey to third countries is reduced
from 10 to 3 US dollars as of July 1,
1986. '
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June 3 Changes are made in Law No.2983 For
The Encouragement of Savings and Public
Investments.

— A further Article is added to the
Capital Markets Law.

- Some amendments are made to the
Banking Law.

- The Law Governing the Central Bank
is amended.

— Parliament approves the prlvatlsatnml
of the State Economic Enterprises.

June ' 7 Some changes and additions are made ir
: the list of imports subject to a Fund
premium.






APPENDIX 1

TusiaD ForeEcAasTs For 1986

In 1986, the growth rate is expected to be 2.7 percent for
agriculture, 6.5 percent for industry, 4.0 percent for construction
and 4.7 percent for services. Overall GNP is expected to grow by
4,6 - 5,0 percent,

It is expected that industrial production will increase in
the first and second quarters of this year and agricultural pro-
duction in the third quarter, As result of these developments the
growth rate of GNP in the first quarter will be 3.85 percent, and
in the third guarter 6,14 percent.

Fixed capital investments will increase by 5.0 percent, total
consumption by 4.6 percent,

Exports will be 8.0 billion dollars, imports 11.5 billion
dollars, According to our quarterly forecuasts, significant increases
are expected in the first and last quarters of 1986 in exports and
in the last quarter in imports,

The inflation rate will be around 32 percent. But it can be

reduced to 30.0 percent if tax revenues can be increased and public
expenditure reduced by significant margins.

GROWTH BY MAIN SECTORS

(% Growth)

1986
Agriculture: 2.7
Industry 6.5
Construction . 4.0
Services 4,7
Gross National Product 4.8
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INVESTMENT .- CONSUMPTION

(% Growth)

Total Fixed Capital Investments 5.0
Total Consumption

FOREIGN TRADE
(Million TL.)

—_ 1985 Ist, 2nd 3rd ath Total
Actual qtr. qtr. qtr. qtr, ota
Exports 7,958 2,106 1,765 1,627 2,502 8.0
Imports 11,344 2,746 2,791 2,740 3,223 11.5
INFLATION RATE
{Quarterly Annual Rate)
Ist - Z2nd Srd 4th Annual
qtr. qtr. qtr., qtr. Average
Inflation Rate 32.4 32.6 31.8 31.1 32.0
GROWTH RATE OF GNP
(Quarterly Annual Rate)
1st 2nd ard 4th Annual
gtr. , aqtr. qtr. qtr. Average
Agriculture 1.35 1.89 4.86 2,70 2,7
Industry 6.70 6.70 6.11 6.50 6.5
Construction 3.08 4,64 4,24 4.04 4,0
gervices 3.77 4,31 6.11 4,71 4.7
GNP 3.85 4,40 6.14 4,80 4.8




APPENDIX 11

THE RESULTS OF TUSIAD'S FORECASTS QUESTIONNAIRE

In Mid 1985, TUSIAD prepared and distributed to all TUSIAD
members and leading academics a Questionnaire which was aimed at
providing a thorough survey of economic developments in Turkey.

The results of this TUSIAD intitiative indicate the importance
placed on the forecasting of economic developments. No less than
84 percent of the respondents have special sections or staff
concerned with forecasting. These forecasting groups average about
four persons each.

Twenty percent of the respondents use market research, 20
percent compare current year's results with those of the previous
year, and 40 percent use statistical techniques, regression,
correlation or time series analyses.

According to the replies given in July 1985, respondents
expect the 1986 growth rate to be 5.1 percent, with 7 percent
growth in the manufacturing industry; the inflation rate was
expected to bhe 34 percent.

It was believed that in 1986 exports would earn 8 billion
dollars and imports would cost 13 billion dollars; the Lira value
of the dollar was expected to rise to TL 860.

Results obtained by the Questionnaires may further be
summarised as follows;-~Inflation, in 1985, appeared still to
be the most important problem: together with inflation, unemploy-
ment and income distribution were then seen as crucial issues.
The growth rate, the foreign trade deficit and housing were evaluated
&8 the next three most important problems., Sixty-eight percent of
respondents emphasised the importance of unemployment and B8 per-
cent reckoned that this would be the most important single econo-
mic problem in 1986, and, still, in 1989. All respondents expected
the period 1985-1989 to be more satisfactory for the economy than
the previous half-decade.

No less than 92 percent of the respondents believed that a
competitive economic structure would lead to improved quality and
increased output. Eighty percent of the respondents favoured co-
operation with foreign companies in investment and the transfer
of technology, and 64 percent considered such co-operation to be
advantageous 1n the export field.
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Number of Persons Dealing With Forecasts

Number of People Percentage
0 16
1 -4 36
5 -9 24
10 24

Methods Employed For Forecasts

Firms Employing

Method These Methods(%)
Marketing 20.0
Comparison of Previous

Year's Results 20.0
Regression, Correlation 20.0
Statistical Methods 30.0
Time Series Analyses 10.0

Institutional Help in Forecasting

Institution Percentage

TUSIAD 38.5
Others 46,2
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FORECASTS OF THE TURKISH ECONOMY IN 1986%

1986

I.Income/Production/Investment

1)GNP(at constant prices)Growth Rate(%) 5.1

2)Manufacturing Industry(at constant
prices) Growth Rate(%)

3)Construction Licences Issued
Increase (%)

4)The Rate of Increase in Fixed
Capital Investment(%)

II.Foreign Economic Relations
5)Exports (billion $)
6)Imports (billion $)

7 )Foreign FExchange Rate(TL/$)
(by the end of period)

8)Workers’ Remittances
(billion $)

I1T.Wages/Interest /Prices
9)Inflation Rate (%)
10)Time Deposit Rates(%)
11)Bank Lending Rates(%)
(for less than one year)
12)Gold Ingot Prices (gr.) (TL.)
13)Rate of Growth in Average Wages of
Insured Workers(%)

IV.Finance/Money/Credit
14)Growth Rate of Tax Revenues(%)
15)Growth Rate of Money Supply(M2)(%)
16)Total Budget Deficit(billionm TL)
17)Growth Rate of Bank Credits(%)
18)Growth Rate of Time Deposits(%)

7.0
10.0

7.0

13.0
360

34.0
44.0
55.0

8500

30.0

35.0
33.0
250
20.0
27.0

*Forecasts in July 1985

THE PERCENTAGE OF THOSE WHO FAVOUR COOPERATION

WITH FOREIGN COMPANIES

The Field of Cooperation Percentage
Investment 80.0
Export 64.0
Transfer of Technology 80.0
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—47XPECTATIONS AS REGARDS THE PERIOD 1985-1989

IN COMPARISON WITH 1980-1984(%)

1985— 1989 Period Will be More Succesful
1980— 1984 Period Was More Succesful.

100.0
0.0

pEs YLIEF THAT A COMPETITIVE ECONOMIC STRUCTURE WILL

RESULT IN IMPROVED QUALITY AND INCREASED
OUTPUT (%)

Beli €Ve ' 92.0
Do Not Believe . 8.0

THE THREE MOST IMPORTANT PROBLEMS
TO BE RESOLVED (%)

1985 1986
Inflation 100 58
Unemployment ‘ 68 88
Unfair Income Distribution 36 55
Falling Growth Rate 20 40
TForeign Trade Deficit 24 21
Housing Shortages 16 8
Energy FProblem 20 21
Bureaucracy ' 12 8
Toreign Currency Shortages 8 0
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IMPORTANT ECONOMIC ISSUES

Average Average

Ranking Priority Ranking Priority

in 1985 Index in 1989 Index
Inflation 1.04 100.0 3.17 100.0
Unemployment 3.54 29.4 2.42 131.0
Unfair Distribution 4,32 24.1 3.46 91.6
Falling Growth Rate 5.24 19.8 4.23 74.2
Foreign Trade Deficit 5.06 20.6 5.38 58.2
Housing Shortages 6.00 17.3 5.67 5.2
Energy Problem 6.44 16.7 6.31 50.2
Bureaucracy 6.36 16.4 7.31 43.9
Foreign Currency Shortages 7.34 14.6 6.94 45.7

THE FACTORS WHICH HAVE A NEGATIVE EFFECT
ON FIXED CAPITAL INVESTMENS

Average Priority

Ranking Index
High Interest Rates 1.58 100.0
Contracting Domestic Demand 3.34 47 .3
Insufficient Infrastructure 4,24 37.3
Credit Shortages 4,54 34.8
Lack of Stable Economic Policies 4.00 39.5
Contracting External Demand 4.66 33.9
Energy Problem 5.44 29.0







STATISTICAL ANNEX
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BALANCE OF PAYNERTS
(US ¢ MILLIOH)

CURRENT ACCOURT
Exports{fob)
1nports(fob)

Trade Balance

Other goods, -services
and incomesCredit
Travel

Other

Other goods, services
and income:Debit
fravel

Interest paynent
Cther

Totaf

Unrequited transfers
{private):Credit
Rigrants® transfers
Workers’ renmittances
Other
Unrequited transfers
{private):Debit
Unrequited transfers
{official)

Current Account Balance -1648

CAPITAL, EXLUDING RESERVES
Direct investment
PortFolio investaent
Other long-term
capital movements
Short-tera
capital aovements

HET ERRORS KD GHISSIONS

EXCEPTIOHAL FINAHCING

COUHTERPART ITEHS

Overall Balance

TOTAL CHAGE IN RESERVES

1975 1976 1977 1978 1979 1980 1981 1982 1983 1984 1983
1481 1960 1753 2288 2261 2910 4703 3890 3905 7389 8235
-4302 -4872 -3306 4389 ~4815 =7513 -B367 -8518 -389%  -10331  -1123¢
=311 2912 -3 -2081 -25H -4603 -3054 -2628 -2990 -2942 -297%
617 381 540 333 708 762 1316 2038 2541 2366 3148
201 181 205 el 281 326 380 KFE] 420 .948 1094
416 400 335 29% 427 436 936 1663 1621 1818 2054
=60t -818 -1034 -816 -1377 -1738 1945 -2639 -2734 - <2945 -3164
-143 =194 =252 <71 -§2 -104 -103 -149 -123 -277 =324
-124 =217 ~320 ~439 -1618 -1138 ~1443 -1565 -151 -1586 ~1733
=334 407 -461 -236 ~284 -4% =400 -92% -1095 -1082 ~1167
-3083 -3149 . -~d247 -2364 -3223 -3979 -4494 -3229 -3683 -3721 -3011
410 1118 1684 1163 1818 266 2559 2189 1569 1904 1782
] 0 t 0 ] ? ] b ¢ 0 4
{312 982 982 933 . 1694 2071 249 2140 1513 867 1714
98 136 192 120 124 9% 69 49 a6 94 68
-12 -4 -16 =17 -19 -13 ] o -20 -6 -2
39 16 B 13 I 18 16 105 236 229 236
-202¢ =340 ~1265 -1413 -3408 -1919 =935 -1898 -1407 -1043
327 132 1645 348 -393 672 882 263 760 193 1650
14 10 27 H 73 te 93 KK 46 113 %9
0 1 e 0 [ 0 0 ] 0 0 ]
173 1049 6350 412 532 655 682 127 =319 44 -699
40 73 968 402 {000 -2 104 8l 1033 ki 1680
=351 -830 -634 -874 676 1434 649 =75 507 317 -G08
1035 1308 1763 1269 1003 1373 3135 90z 622 1062 676
-48 3 =1 -4 40 19 68 13 16! -171 37
~677 -197 -367 -2 -87 90 -3 188 152 -66 275
- 677 197 26 g7 =90 ] -1638 -152 66 =273

367
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FOREIGH CAPITAL INUESTHMERT IM TURKEY

{Us § NILLION

CUMULATIVE AHHUAL CUMVGLATIVE  SHARE OF

HUNBER OF  AMMUAL  GROWTH CUMULATIVE GROMTH  ANHUAL INFLOW

VEARS  FIRMS IHFLOY BATE  THFLOW RATE M CUMULATIVE(D)
1 “254-1974 - - - 189.4 - -
1975 106 15.1 0.0 204,7 8.0 7.4
1976 39 8.9 411 2126 4.2 4,2
1977 99 9,2 3.4 222.8 4,3 4,1
1978 97 11.7 7.2 34,5 5,3 5.0
1979 91 -6.4  -154.7  228.1 -2.7 -2.8
1930 100 97 1615.6  325.% 42.5 29.8
1981 127 3375 M7.9 6626 1028 50.9
1982 170 167 -50.3  829.6 25.2 281
1983 185 102.7  -38.5  932.3 12.4 11.10
1934 267 271 1639  1263.3 29.1 22.5
1985 20 2345  -13.5  1437.8 19,5 16.3

SECTORAL DISTRIBUTION OF CUMULATIVE IHFLOW OF FOREIGM CAPITAL

(HELLION TL)

HANL- CHANGE AGRI~  CHANGE CHANGE CHANGE CHANGE
FACTUR TNG (%)  CULTURE (%) HINING (23 SERVICES (%) T0TAL (%)
1999 - ! - 20 - 499 - 2319 -
a413 320.9 | 0.9 20 0.8 1208 142.1 9642 282,83
15573 8.1 641 64000.0 120 360,9 2680 121.9 19014 97.2
31661 103.3 1918 98.8 308 150.0 10668 298.1 43647 129.6
41660 3.6 1488 46.2 432 44,0 17774 66,6 61354 40.5
71837 72.4 2293 4.1 631 46.1 38431 116.2 113192 84.5
118169 £4.5 6101 166. 1 813 28,8 83327 116.8 208418 24,1
PERCENTAGE SHARES OF FOREIGN CAPITAL BY SECTORS
AN~ CHANGE AGRI-  CHANGE CHANGE CHANGE CHAHGE
FACTURTNG %y CULTURE 0 HINTHG (%) SERVICES (%) ToTAL %)
79.4 - 0.0 - 0.8 - 19.8 - 100 -
87.3 1e.0 0.0 -73.9 8.2 -73.9 12.5 -36.8 180 0.9
81.9 -6.1 3.4 32405.1 0.6 204.3 14.1 12,3 10 0.0
72.3 -11.4 2.3 -30.8 6.7 8.9 24.4 73.4 190 0.0
67.9 6.4 2.4 4.0 8.7 2.4 29.0 18.3 140 8.0
63.9 =6.3 2.0 -16.3 .6 -26.9 34.0 17.2 190 0.0
56.7 -10.7 2.9 44.5 0.4 -30.0 40.0 17.8 109 0.9
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TUSIAD "Turk Sanayicileri ve 15 Adamlar Demeél" or

"Turklsh Industrialists and Businessmen's Association"

was founded .in August 1971 by the leaders of Turkish
: Industry

"TUSIAD is a non-profit and independent orgamzatlon
In serving the various groups to which it is accountable,
it seeks to improve the quality and effectiveness of
free enterprise through development and dissemination
of objective information. It also ecreates broader
understanding of business and economic activity.

Its fundamental purpdse is to promote public welfare
through free enterprise- by bringing togethér the
expetiences and views of those engaged in industry
and business. It conducts research in the fields of
economic outlook and trénds, fiscal and monetary
developments,  marketing, industrial  statistics
" international economics, public affairs and other related
areas. The Association carries outf its research work in
a scientific manner-and handles confidential information
with discretion.

The Association brings together leaders in business,
labour, the academic world and government at meetings
where economic policy, business prospects and executive
experiences are discussed.

The news media are an important link in the
Association’s communication chain. The Association
releases a great deal of its work through the media,
thus trying to provide the public with objective
. information upon which {o form sound opinion,

The resulis of the research programmes are mailed to-
associates, the academic world, government officials
and news media through research reports, a monthly
periodical, books and other special publications.

‘Membership in the Association is voluntnry.

WHAT THE "BY-LAW" SAYS :

Objectives and Aims of the Association

The objectives and aims of the Association are to
.contribute {o the democratic and planned development
of Turkey. It seeks to accomplish this in keeping with
the principles of market economy, in conformity with
Atatiirk's principles.

The Association recognizes the-industrialists as the ’

leading power in the development process. It pursues
the aim of bringing together, within the Association,
the Turkish industrialists of the public and private
sectors, professionals, academicians and strengthening
the democratic government and free enterprise. The

Association's objectives include every effort required

for the organization and development of free enterpnse
_ in the interests of the country

Functions of the Associatoin

* In order te attain its objectives along the lines of the
_market economy :principles, the . Association
emphasizes the vital importance of free enterprise
for the national .economy and social structure. It
urges and encourages free enterprise to discharge
its responsibility towards the development of the
country, in line ‘with national interests, :
The Association believes that economic, social and
cultural development within the economic power of
this couniry can bé materialized following: the
example set forth by the free world and through
democratic processes. In addition, it stresses the need
that national savings be increased and channeled mto
a capital market open to the public. '

*

* - Acknowledging the urgency of our  educational .

problems, the Association endeavours to be of
assistance in-the field of education and traning.

* With the firm belief that Turkey must have a
balanced development in a setting of social security,
and that capital, labour and - enterprise - are
complementary essential elements, it contributes
to the development of employer-employee relations
in order to cause the most profitable and béneficial
impact on the overall development of the country.

* Engages in activities to channel investments toward -
priorities of public interest and toward those
productive areas that give impetus in exports and
earn foreign exchange, and which contribute to
developmeént plans. Cooperates with private and
public organizations which are concerned with
industrial development. ’

* Provides guidance and counsel in order that the
commercial and industrial enterprises of Turkey.
an associate member of the European Economic

- Community can build up competitive power both
in and outside the Community.

* With a view stimulating the Turkish economy, takes
the initiative in learning and evaluating the points of

- view available to be used by the relevant government
offices; engages in guidance activities in the
reoganization of the industrial structure. o

* Makes use of such publicity media as radio and TV,

" newspaper, haoks and brochures to promulgate its
objectives and activities; arranges meetings, courses,
seminars, lectures and conventions.

* Cooperates with domectic and foregin private and .
public institutions, chambers of commerce and
industry, stock markets, professional associations, .
foundations or sets up new liaison with them or
establishes organizations under its sponsorship.

. WHAT TUSIAD DOES :
Ever since TUSIAD's foundation in 1971 it has been a

fundamental - tenet that the public will share the
knowledge developed by the organization's work, I is to
everyone's advantage that the public, as well as
management, understands how the business institutions
work in market economies, and it has been TUSIAD's
special mission - to- further this understandmg among
all groups. To do this effectively requires that TUSIAD -
be independent, as it is, it draws its financial support
from many divers sources. It studies economics and
business, not 2 spokesmrian for, but it advocates generally
the “free enterprise’ Its published research presents

L




facts; users of these facts develop their own eonclusions
as to how to apply them. TUSIAD conferences provide
opportunity for participants to share their experiences
with each other and with other elements of society, and
for society to feed its reactions and opinions back to
“free enterprise”. TUSIAD views business, economics
", and society through a wide-angle lens, focusing its
examinations primarily on questions of national and
international significance.

This effort is supported by a full- time staff in the
Istanbul headquarters. The staff is engaged in producing
jrformation thtough research or communicating
information through publications, meetings, news
releases, and other channels.

The greatest part of its income is from annual
. subscriptions by its  Associate members and their
' organizations. And this is a larger sense in which to

view the “charitable” nature of TUSIAD's work. Its -

certificate of incorporation states that TUSIAD's
fundamental purpose is "to promote public welfare"
It pledges TUSIAD to carry on its work in the open-
minded ‘and straight forward spirit which characterizes
all efforts to seek, to learn and to promulgate the
truth.

Delivering information :
Publications, meetings and news releases are the primary
means by which TUSIAD shares business and economlc
intelligence w1th its various audlences

* TOSIAD reg_ularly receives a great variety - of
statistical series and analyses describing what is
. happening in significant segments of the econemy.
‘They are of special value to Parliament and
.government members, govetnmenf: officials and
private ‘sector executives, economists and other
professionals in both the public and private sectors,
and to the news medla

Publications :
TUSIAD delivers pubhshed research and information

in a variety of forms . from single sheet fables, ’

charts or text to major studies running to several
hundred pages. The flow of this material is
continuous throughout the year, with TUSIAD
distributing - roughly 200.000 published items
- annually to members and Associates and ‘others
in the courtry and around the world.

TUSIAD reports are. for lay audiences and
considerable effort is devoted making them clear,
concise and ob]ectwe. :

" Among TUSIAD economic series and reports are :

. GURUS ‘
A monthly review of economic toplcs

In the best contemporary journalistic tradition, the .

'.professwnally edited monthly magazine, GORUS
carries articles by researchers from many fields of
endeavour, This is & publication of factual

 presentation. Every month 5.000 copies are printed
for country-wide distribution. .

" newspapers, -

* "Conjoncture” Reports

TUSIAD economists carefully study the econoimic

conjoncture  within Turkey as well as' the
international developments, and publish 3
conjoncture reports. Throughout the years, these
repotts have had a w1de distribution.

Cx Sector studies

TUSIAD also publishes various sector studies which
examine both the bottlenecks and the opportumtles
existing } in dlfferent sectors of the economy

* Occasional Papers on Cunent Economic Issues
As soon as an economic issue gains popularity in
the public opinion, TUSIAD publishes a thorough
study on' the subject frying to provide the most
updated information. Such oeceasional papers (usually

ten or so within a year) are highly welcomed by the-

economic media in Turkey.

* Annual Economic Countty Reports (in English).
Every year an English Report is published covering
the social and economic aspects of the development
in Turkey.

* Monitoring Government Activities

The Five Year Development Plans, Yeatly Economic
programime and theé  State Budget, which have
enormous influence on the state of the Turkish
economy, are throughly - examined by TUSIAD in
every stages of -their development. Each year,

TUSIAD prepares and publishes highly researched

studies presenting different views for the discussion
of these documents and setting out the unofficial
opinion of the business community on these public
issues,

Public information

In keeping with its responsibility to enhance public
understanding of the -business and economic system,
TUSIAD conducts a very active information program
for news media in Tutkey and throughout the world.

Releases are drafted for most TUSIAD studies,

_presenting the ‘major findings in language and style

which are acceptable to the media and understandable
to the general public. They are distributed regularly
to editors, writers, columnists and opinion leaders of
magazines, radio . and television news
syndicates, and wire services here and abroad. Members
of the working press are welcome to anything that
TUSIAD publishes and are encouraged to use TUSIAD
as an information resource when facts and perspectives

, are needed. Senior research . specialists devote an
- appreciable amount of time to assisting news people,

either with interviews or with background information.

" The press both in Turkey and abroad, make constant
use of TUSIAD research and conference addresses as - -
-the factual basis of news stories, editorial comment,
feature articles, and broadcasts on the course of business

and- the economy. This widespread use of TUSIAD work
provides a measure of TUSIAD acceptance as an
objective "source of information for the general public
ns well as for the public and the prwate sectors of

. business and industry.

B -



" Seminars ‘ '
Seminars are important means of communicating
information developed by TtiSIAD. They are inténsive
instructional vehicles designed to broaden partlclpants
understandmg of speclflc issues. o

Meetings

Each year TUSIAD conducts several meetings in various
locations around the country. Each session is attended
'by many members, chief executives of major public
and private corporations, university professors, editors
of the news media, and very often, government officials.
There is no attempt to reach conclusions or formulate
-plans.of action. Rather, the benefit is in the opportunity
that the meetings offer all participants to compare
experiences and -to share with peers their opinions
on the emerging business soclal-polltlcal issues of the
fimes.

Sﬁeakers are drawn from business, labour, government
academics, foundations, asseciations and other sources
of expettise. Audiences of several hundred are usual.
. As with TUSIAD's research, the open conference deal
with forces affecting business and the economy:

The news media are encouraged to cover open are
prepared for distribution to members. In addition to

their role as communication vehicles, most of the .
TUSIAD meetings generate ideas or provide perspective -

for the research programmes.

Promoting Better Understanding Between Business
and Government

- With the gtowing need for involvement in public pol:cy
issues by private sector leaders, TUSIAD carries
programmes in order to contribute to professional
development and communication in this field.

i

Sharing With Others i
.In the broadest sense, mformatlon developed by
TUSIAD belongs to the country. TUSIAD publications
are not copytighted, and everyone has- the right to
quote from or to reprint this meterial. This is done
_in the helief that other responsible parties can heip
TUSIAD to achieve its mission of creating broader
understanding of business “and economic activity.
Scholars are frequent users of TUSIAD research findings,
and the broad range of publications containing passages
from TUSIAD reports attests to the confidence which
the academic community places in TUSTAD's objectivity
and scientific methods. '

WHERE Tit/SIAD STANDS :

In Turkey, the share of the private sector in the value
added of the manufacturing industry is around 70
percent. TUSIAD members, through _the associate
companies, Tepresent about half of the productlon and
employment of large manufacturing 1ndusuy But also
through associate member companies, TUSIAD
"represents major . proportion of the private sector
banking community, insurance companies, the

construction sector' and other service sectors. The

members of TUSIAD are not more than 234 but the

number of associate companies is about 1000. TUSIAD

was founded in August 1971 under the "Voluntary
Associations Law'" of Turkey., Its membership is

voluntary as well, and candidates for membership
are according to TUSIAD's by law carefully examined
and eventually accepted by its Board which is composed
of leading industrialists and businessmen of Turkey.

Members can only be individuals therefore companies
are represented in TUSIAD through their main .
shareholders, presidents, chairmen or {op managers.

The principal business and professional organizations
in Turkey today are: '

Chambers of Commerce
Chambers of Industry

Commodity Exchanges
Chambers of Shipping

It is compulsory of every businessman and company to
join his/their local Chamber {or Chambers}. : .
These Chambers are all affiliated to The Union of
Chambers of Commerce, Industry and Shipping
Commodlty Exchange of Turkey -

Trade'smcn s Associations
Craftsmen’s Associations
Tradesmen's Craftsmen's Associations.

Everyone with a commercial, industrial or professional
activity must join his or her appropriate association .

" and all these associations are-in turn members of The
_ Turkish Confederation - of

Tradesmen Craftsmen.

Chambers of Agriculture
Although membership is not compulsory these .
Chambers are representatives of farmers country-wide
and they are affiliated to The Turkish Union of
Chambers of Agriculture.

Employer Associations

Federations of Employers' Associations

Membership of these bodies is not compulsory for
employers, but their confederation, The Turkish
Confederation of Employer Associations, is for
employers the nationally recognised representative
body in so far as collective bargammg and labour

relations, ete. are concerned.

The Free Enterprise Council has the participation of
The Union of Chambers of Commerce, Industry
Shipping Produce Exchange of Turkey, The Turkish
Confederation of Employer Association, The Turkish
Confederation of Tradesmen-Craftsmen, The Turkish
Union of Chambers of Industry and TUSIAD.

The Council is thus in a position to represent free .

-enterprise in the broadest possible sense.

All TUSIAD members, personally or through their
companies, are members of at least one of the chambers
mentioned above and most of them are also members
of one of employers' assocations.

State Economic Enterprises must join their local
Chambers and may also join one employers association
in their field of actw:ty
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Member
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,President Executive Committee

ALTINYILDIZ Group of Companies

ERCAN HOLDING Co., Inc.
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Mehmet SUHUBL
Vice Chairman of the Board
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. Member .
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ECZACIBASI HOLDING Co., Inc.’ )
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- Chairman of the Board Secretary General
GUKCE Briilér Co., Inc.
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Giiler SABANCI

Sakip SABANCI

Diindar SAGLAM
Kamuran SERTEL

Erol SIMAV]

Mehmet Melih SIPAHIOGLU
Alet SONAT :
Ertugrul SOYSAL

Hilmi S6NMEZ
Sabahattin SUNGUROGLU
Ayhan SAHENK
Ibrahim SENSOY

Ziihtii SENYUVA
Turgut M. SEYHUN
Mehmet $UHUBL

Fethi TANALAY

Sabri TANIK

Ziya TANSU

‘Sinan TARA

Sarik TARA
Bahattin TATIS
Necip TESAL
Erol TEZMAN
Cetin TOKCAN
Enis TOKCAN
Nail TOKCAN
Sevki TUNCEL
Nezih TUNCSIPER
Kaya TURGUT
Oktay TUREGUN
Ayhan ULUSOY
T. Giingér URAS
Ahmet UZEL *
Sabri ULKER

- Giinay UNLUSOY
" Temiz USTUN
_ Ibrahim UZUMCt

Ferdi VARDARMAN
Yiiksel Nedim YALCIN
Mustafa YALMAN
{dris YAMANTURK
Tezcan YARAMANCI
Ozdemir YARAR
Memduh YASA
Selouk YASAR
Selman YASAR
Erman YERDELEN
H. Melih YILDIZLAR
Atilla YURTGU -
Fikret YUCEL
Tayyar ZAIMOGLU

- Mazhar ZORLU
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