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CONFIDENTIAL 
CPP (Final Version) 
August 20, 1976 

DECLASSIFIED 
COUNTRY PROGRAM PAPER APR 1 g 2013 

WBG ARCHIVES TURKEY 

• ~ 

IBRD/IDA Lending Progr~/ ($ Million) 
FY69-73 FY74-78 FY78-82 

1975 Population: 40.1a/million . 
1975 per capita GNP $864 a/ IBRD(TW) 450.0 

97.8 
547.8 

1146.5 1300.0 
. IDA 

Current population 
growth rate: 2.5% p.a. 

No. of Loans/Credits 

No. of Loans/Credits 
per mln. popl 

Current Exchange Rate: 

TL ·~ 6.0 • US$1 ·.oo 

Last CPP: May 5, 1975 

Total 

IBRD/IDA 
IDA 

1146.5 1300.0 

21 18 25 

0.52 0.45 0.63 

Average Lending Per Capita Per Annum 
Current $ (Const. FY76$) 

2.73(3.97) 
0.49(0.70) 

5.72(5.70) 
- ( - ) 

6.48(5.30) - ( - ) 

Basic Economic Report (Grey Cover): April 22, 1974 
Updating Economic Report (Grey Cover): June 9, 1975 

a/ World Bank Atlas, 1976. 
b/ The FY76-80 lending program proposed in this CPP compares with the program 

for the same period approved at the last CPP review (May 1975) as follows: 

No. of loans and credits 
Current $ Million 
Constant FY76 $ Million 
Per capita per annum 

(constant FY76 $) 

FY76-80 Lending Program Percentage Change 
Approved ·Proposed Proposed/Approved 

25 22 -12.0 
1200.0 1260.5 s.o 
1089.0 1135.2 4.2 

5.43 5.66 4.2 
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A. INTRODUCTION 

1. Since the last CPP Management Review in May 1975, the domestic polit-
ical situation has remained stalemated. Because of significant differences of 
view among the four parties in Mr. Demirel's coalitian government, its marginal 
majority over a united parliamentary opposition, and its eye towards elections 
due not later than October 1977 under the Constitution, there is a partial 
political paralysis preventing the taking or implementing of a variety of key 
decisions. The 1977 elections may well result in a prol~ngation of the stale­
mate, since the last few years have witnessed a sharp polarization of opinion 
between and even within the majority political parties. Even if either 
Mr. Demirel or Mr. Ecevit obtains a clear parliamentary majority, the aforemen­
tioned developments may force compromises and steering clear of unpopular 
fiscal or developmental decisions. The political polarization has already led 
to student violence on a relatively large scale. Internationally, Turkey 
remains ~solated as a result of differences with the US over Cyprus and mili­
tary bases, with Greece over Cyprus and the Aegean, and with the EEC over 
the future of migrant labor and other terms of its Association Agreement. As 
a counterbalance, Turkey has expanded its 'relations with the Eastern bloc and 
tried to move closer to the Islamic world; but no major realignment is likely' 
with the present domestic political stalemate. 

2. ·· . .:· Despite this situation, GDP grew in 1975 by an enviable 9% in real 
terms. J. ·Inflation was significantly reduced and the budgetary position improved. 
This cteqitable performance was marred by two factors. The financial results 
of the~tate Ec9nomic Enterprises (SEEs) deteriorated and necessitated heavy 
borrowing .fr.~ ~~e Central Bank. Under the impact of world commodity price 
increases, Eu~opean recession with its consequent adverse impact on export 
earnings and : ~.t]ters' remittances, and increased defense · spending, the balance 
of payments w~4ened significantly. Despite a large increase in short-term 
borrowings and 'use of various IMF facilities, reserves have been drawn down to 
the equivalent of two and a half months' imports to maintain rapid growth. 
Nevertheless, the growth performance and potential of the economy portends 
well for the ,, future, but Turkey will have to continue to rely heavily on ex-

, '" . . ternal borrowing and will experience a difficult balance of payments situation. 

3. · Despite ·tne · potential for growth and the likely balance of payments 
difficulties, both of which would suggest an increase in lending, and despite 
gradual improvements in project performance, this CPP proposes essentially no 
change in the level of lending approved at the last Review. However, taking 
into account Turkey's need to increase its capacity to earn/save foreign 
exchange, provide increasing employment and fmprove the lot of its rural and 
urban poor, this CPP proposes a significant "phasing down" of the Bank's 
previous heavy involvement in infrastructure projects, and greater support in 
the priority areas of agriculture/rural development, industry/DFCs, and urban 
development. This emphasis could also help soften, but not eliminate, some of 
the conflicts on major policy issues between Turkey and the Bank in recent 
years. The Bank should continue to ·maintain its flexible stance of seeking 
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realistic solutions to such .present and future probleae, within the aabit of 
Bank policies and the constraints of the Turkish political situation. With 
a lending program of this magnitude, the Bank's share in Turkey's debt service 
will remain below 25 percent in 1985, the limit approved at previous CPP 
Reviews. 

B. COUNTRY OBJECTIVES AND PERFORMANCE 

Political Background and Recent Developments 

4. Since the 1950s, the Turkish. political scene has been dominated by 
two major parties: the Republican Peoples Party (RPP) o~ Ataturk, which gave 
Turkey its basic institutions, nationalist reformist platform and economic 
structure (including SEEs with multiple economic and social goals), and which 
hae gradually turned into a left of center party headed by Mr. Ecevit since 
1972; and the Justice Party (JP), successor to the Democratic Party, represent­
in& conservative business and farming interests and espousing protective in­
dustrial investment and agricultural price support policies; this party is 
headed by Mr. Demirel, the present Prime Minister. The 1960s witnessed the 
emergence of . other rightist parties, and particularly of Mr. Erbakan's National 
Salvation Party (NSP), a r~ligious orient~d group with conservative social and 
poli tical, but extremely nationalistic and allegedly populist economic views. 
Recent years have further witnessed sharp splintering of opinions and plat­
forms even within the major parties. 

5. Such splintering, and manifestations of left and right extremism, 
led to the resignation of Mr. Demirel's JP Government in 1971 at the behest of 
the Army. Thereafter, the Army attempted to curb such activities, while three 
tneffective, technocratic governments ran day to day matters for two and a 
half years balancing the Army's pressure for a modicum of . reforms and the do 
nothing preferences of a conservative parliament. The Army withdrew from 
politics in 1973 without achieving major reforms, and the October 1973 elec­
tions brought Mr. Ecevit to power, but only in a strained coalition with the 
NSP. The sharp differences of views between the coalition partners stalaated 
some key reforms which Mr. Ecevit might otherwise have introduced. The coali­
tion fell apart in September 1974 after the Cyprus crisis when Mr. Ecevit re­
signed, banking on being reelected with a clear majority. Instead the unca.­
promising attitude of other parties led to caretaker governments until April 
1975, when Mr. Demirel succeeded in forming a coalition government with the 
NSP and two other right wing parties, based on a slender majority over the RPP. 

6. The coalition partners have widely divergent views on domestic and 
foreign policies. Despite the RPP's strong showing in the partial Senate 
elections of October 1975, Mr. Demirel's stature has increased as a result of 
the considerable improvement also in votes won by the JP at those elections, 
succe~sful negotiations on US bases, and the thwarting of a deteraiaed opposi­
tion bid to oust his government during the Budget debate in February 1976. 
Mr. Demirel is determined to remain in office until the 1977 electioae at aay 
cost. The support of his coalition partners, particularly the liP, baa 
therefore become even more critical. The NSP has been uaina tbia l .. er .. e to 
stalemate several important policy decisions make by Mr. Demirel, but ~ieh 
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are unacceptable to it. This factor as well as the pre-election atmosphere, 
explain the government's reluctance to take or implement major decisions 
required to manage the economy from a long-term perspective but having major 
social and political implications. The Government is also trying to contend 
with the recent violent clashes on university campuses. Though these reported­
ly involve only small groups of extremists, they have led to scores of deaths· 
and political violence at a level not witnessed since 1971. However, despite 
the Government's partial paralysis and the climate of violence, informed · 
observers do not believe that the Army will intervene. 

1. This state of affairs is unl~kely to change until the 1977 elec-
tions. MOreover, even if either Mr. Demirel or Mr. Ecevi~ emerges with a 
majority government, he will find it necessary to make concessions to bridge 
severe intra- and inter-party splits, whatever his own ideological predilec­
tion on economic and fiscal measures might be. These concessions might well · 
include avoiding major fiscal or institutional actions that would affect 
the common man, the farmer, or the industrialist. 

8. The running crisis with Greece over Cyprus and the Aegean mineral 
resources, remains the central issue of external relations. It is also a dom­
inant and highly emotional . theme domestic~lly. Turkey has yet to recover 
from the shock of finding herself so isolated after the 1974 Cyprus invasion. 
·It is doubtful whether the present government is strong enough, particularly · 
in the face of NSP's strong views, to make the compromises necessary for a 
Cyprus settlement. The Aegean issue has recently become the more dangerous 
one, and could lead to a continuing defense build-up, if not hostilities. 

9. The serious strains in Turkey's relations with the U.S. caused by 
the Cyprus crisis, including a temporary ban on u.s. military assistance and 
closure of u.s. bases, have increased pressures for a re-evaluation of rela­
tions with both the U.S. and NATO. Successful negotiations over U.S. baaea 
have led to a tentative improvement, but u.s. Congressional approval of the 
agreement is uncertain. 

10. Relations with the EEC, already strained by European criticism of 
Turkey over Cyprus, have been further complicated by the Community's decision 
to admit Greece as a full member, as well as its reluctance to fulfil its 
Association Agreement with Turkey, especially in regard to labor migration. 
Turkey also sees the agreement between EEC and other Mediterranean countries 
giving preferential treatment to the latters' agricultural exports, without 
corresponding concessions to Turkey, as a further sign of discrimination. It 
has therefore not accepted the volume of EEC aid tentatively offered for the 
next five-year period. 

11. In this context, Turkey has tried to diversify its foreign and aid 
ties. There is a growing feeling in the government, reinforced by ISP'a 
Islamic philosophy and the energy crisis, that relations with the Middle Bast 
need to be cultivated more seriously. Turkey became a member of the Isl .. ic 
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Development Bank and hosted the Islamic Conference recently in Ist~nbul. The 
contacts have been too recent to have resulted in tangible gains, although 
soae cooperation agreements have been signed with Saudi Arabia and Libya, and 
some construction contracts won in Libya. Efforts to sec~re Turkey's growing 
energy .~equirements, have led - to an agreement with Iraq on an oil pipeline 
to the Mediterranean, and discussions with Ira~ on a gas pipeline. Iran has 
also agreed, in principle, to provide $1,200 million in credits, primarily 
to improve Turkish transit routes to Iran, and to participate ·in major joint 
invesbDents (paper mill, agro-industries, locomotives). Recently, however, 
Turkish-Iranian relations have come under strain as Turkey ·raised its levy on 
international transit traffic; this may affect the progress of the aid program. 

12. Finally, Turkey has also successfully improved ·political and econo­
mic relationships with the Soviet Union and other East European countries, to 
counterbalance its strained relationships with the u.s. and OECD countries. 
Under a frSD1e agreement, the Soviet Union agreed to lend $700 million for 
public sector projects in steel, aluminum, lignite and petro chemicals. 

Development Objectives 

13. The 1974 CPP summarized the socio-economic objectives of the Third 
Plan (1973-77), prepared when economic prospects abroad looked more favorable. 
BriE!fly, this Plan calls for an ambitious 8 percent annual growth in GNP (3. 7. 
percent in agriculture, 11.2 percent in industry) based on an import-substitu­
tion strategy emphasizing relatively capital-intensive industrial invest•ent, · 
and financed by rapidly increasing domestic (particularly public) savings. 
Projected workers' remittances were expected to essentially offset a modestly 
widening resource gap, implying an almost two-thirds reduction in required 
capital inflows from Second Plan levels. The Plan provides for continued 
social reforms. 

14. No fundamental change has occurred in these long-term objectives. . 
However, the Government has long since realized that the Plan seriously under­
estimated external capital requirements. Developments in 1974/75, primarily 
the increase in oil prices and the recession in Europe, have underscored the 
vulnerability of Turkey's external trade and payments position. Furtheraore, 
the continuing political stalemate, and its impact on public financial ~io­
istration, particularly of the SEEs, are limiting the public sector'• ability 
to realize its savings targets as well as to resolve conflicts iaherent iD tbe 
Plan, e.g. between the desired rate and pattern of ecoa011ie &ro.tll ... the 
employment and social objectives, and between the continued a.phaata on ia­
dustrial protection and attainment of competitiveness with Europe. 

Recent Economic Developments and Performances 

15. The last country economic memorandUm was finalized on June 9, 1975. 
An updating economic mission visited Turkey in April 1976. Its report, pre­
pared concurrently with this CPP, is scheduled to be sent to the Government 
for comment before the end of August 1976 and to be finalized by October. 
The mission's findings are reflected in this CPP. 
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16. Despite the continuing political statement which limited .the Gov-
ernment's capacity to decide on and tmpleaent pressing policy changes needed 
to remedy increasingly serious strains in the economy, growth continued to 
be remarkable, the rate of inflation was reduced and the budgetary situation 
improved. 

17. In 1975, GDP grew 9 percent in real terms, similar to 1974 and in 
sharp contrast with the recession-stricken developed countries and most 
developing countries. This was the outcome principally of increased agricul­
tural production (9 percent), resulting from favorable weather conditions and 
policy-induced stimulation of fertiliz~r use, industrial growth (9 percen~), 
and a strong revival of construction. Despite substantia~ increases in 
investment in recent years, the investment rate has averaged 22 percent of 
GNP, against the 23 percent Plan target. National savings averaged only 19 
percent of GNP, considerably below the Plan target of 23 percent. 

18. Price increases slowed markedly from 1974 to 1975 as measured by 
both the wholesale price index (from 30 to 10 percent) and the GDP deflator 
(from 27 to 16 percent). Even though consumer price rises did not slow down 
and official~y controlled prices are included in the wholesale price index, 
there was undoubtedly a significant contaipment of inflation. In addition, 
the Government eliminated shortages' by allowing imports of scarce items. 

19. The consolidated budget position also improved in 1975. Revenues 
were TL 105 billion, 5 percent over the budget estimate. Total expenditures 
were only TL 112 billion, compared to TL 134 billion approved, because of 
both restraint of public consumption and inability to spend investment budgets. 
Central Bank borrowings on account of the budget proper were TL 4 billion. 
The Treasury's net asset position also improved considerably. 

20. On the other hand, the financial position of the SEEs deteriorated 
further. They suffered an overall net loss of TL 2.9 billion in 1975 (com­
pared to a small profit in 1974) primarily as a result of the losses of four 
SEEs, viz., the Soil Products Office (the grain purchase agency), the ~ilways, 
and the Coal and Electricity Enterprises (TKI and TEK}, offsetting profits of 
several other SEEs. The investments of SEEs rose from TL 25 billion in 1974 
to over TL 34 billion, partly because of continued high stock accumulation. 
However, th~ir total gross savings fell from 38 percent of their investments 
in 1973, to 23 percent in 1974 and a meagre 6 percent in 1975. Despite larger 
transfers from the budget and from the public sector investment bank (DYB), 
Central Bank lending to SEEs rose steeply. SEEs' debts to the Treasury were 
consolidated ·and a large part transferred to the Central Bank as Treasury­
guaranteed bonds. Central Bank credit to the consolidated public sector rose 
by TL 25 billion in 1975, compared to TL 15 billion in 1974. 

21. The major weakness of an otherwise creditable economic performance, 
was the continuous deterioration in the balance of payments. Exports in 1975 
($1.4 billion) · were slightly lower than in 1974, on account of the recession 
in Europe and difficulties in exporting cotton. Imports, however, rose 25 
percent to $4.7 billion in 1975, under the combined impact of high aggregate 
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deaand, higher prices for oil and other ca.modities, speculative stockbuildiDg 
fed by persistent rumors of devaluation, and presuaably larger defense ~porta. 
Workers' remittances declined in 1975 for the first tiDle in many years, by .8 
percent to $1.3 billion, again due to the recession in Europe and apeeulation 
about devaluation. The current account deficit increased from $0.7 billion to · 
$1.9 billion. 

22. There was a modest increase in gross official capital inflows to 
$322 million and a significant rise in private inflows, mainly for the Iraq­
Turkey pipeline. The large residual gap was financed partly by a drawdown of 
reserves ($417 million) and borrowings from the IMF ($301 million), but more 
importantly through a $900 million increase in convertible lira accounts 
(CLAs) to finance private imports and credit needs; according to the Central 
Bank, 30 percent- of CLAs have a maturity of less than one year and 20 percent 
one of one to two years. Gross official reserves were $1,058 million at the 
end of 1975, equivalent to 2-1/2 months' merchandise imports. 

Policy Performance 

23. Turkey has consistently pursued a mixed etatist-and-private devel-
opment strat.egy aimed at rapidly modernizing the country. The government ,has 
maintained high levels of public expenditure and investment which have con­
tributed directly to increased prod·uction and employment and wider regional 
development, although there have often been shortfalls in public investment. 
At the same time, this public spending has increased the demand for private 
sector output, and together with subsidized inputs from SEEs into private 
sector production, tax incentives and protection, has given a powerful stim­
ulus to private sector investments based on import-substitution and relatively 
capitalintensive technology. The strategy has failed to expand jobs in line 
with the increase in the labor force and its location, leading to rapid 
rural-urban migration and rising overt unemployment in the cities, only 
mitigated by the now-diminished opportunity for large-scale migration of 
workers to the EEC in the last ten years. 

24. Recent governments can be given credit for substantial ~port 
liberalization, including a rise in the import/GNP ratio from 7.6 percent 
in 1970 to 13.6 percent in 1975 and a substantial increase in imports under 
liberalized rules; relatively flexible exchange rate practices; restraint 
in public consumption; increased domestic borrowing from sources other than 
the Central Bank to finance budget deficits; and containment of iaflation in 
1975. While there have been shortfalls in tax revenue and generally in d~e­
tic resource mobilization for the public sector, tax administration ia beial 
gradually improved and Tu.rkey' s · fiscal effort is respectable. OD the other 
hand, the deteriorating SEE financial position has been aet in larae part by 
borrowing from the Central Bank, with conseq.uent adverse iapact on prices, 
income distribution and recently the balance of payments. 

25. To redress the shortage of investment resources and reduce the pub-
lic sector's ,{especially the SEEs') dependence on Central Bank credit, ac­
tion is required on three fronts: increase in tax revenues above the pre­
sent level of 18 percent of GNP through additional taxation of aaricultural 
income and of real property, and further improvement in tax edaiaiatratioo; 
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reduction of subsidies and restraint on other current government expenditures; 
and increase in the revenues from SEEs through both increased operating effi­
ciency and higher prices. While these problems have existed for some time, 
they h~ve become considerably more acute since 1974. Although the present 
government has acted on all three fronts, it has gone only as far as was 
necessary to restrain deficit financing to manageable proportions. 

26. Resource allocation in Turkey is affected more by the control of the 
volume of credit channeled through specialized institutions, than by interest 

. rates. The latter have been raised somewhat since 1974, and inflation has 
been better controlled. As a result, the effective cost of moat· types of 
credit is positive in real terms. To establish a sound factual and analytical 
basis for a more responsive system, the Government has initiated a b~oad study 
of the financial sector with Bank assistance (paragraph 44). 

27. The Government has taken steps to arrest the deterioration in the 
balance of payments - to stimulate exports (by increasing tax rebates, ai~ 
plifying procedur.es and reducing restrictions on exporters) and restrain im­
port growth (by delaying approvals for opening letters of credit and the 
granting of import licenses for certain commodities). MOre importantly, it 
adjusted the exchange rate in small. steps·five times in 1975 and twice more 
earlier this year, effectively depreciating the lira relative to the US dollar 
by 14.3 percent since April 1975. Finally, since further expansion of the · 
high-cost short-maturity CLAs could ltmit Turkey's future ability to borrow 
other funds, the Government has recently launched a scheme to attract a.igrant 
workers' savings directly on terms similar to CLAs (exchange guarantee and aa 
interest rate higher than those paid by German banks presently holdina theae 
savings) through the Central Bank's correspondent bank in Ge~ny. 

Prospects 

28. . The Government projects GDP growth in 1976 at 7.5 percent. It eeeas 
physically attainable, especially in view of the prospects for a good harvest. 
Aggregate investment is projected to rise by 16 percent and public investment 
by 12 percent in real terms; both are plausible when measured by past per­
formance. The main areas of concern are the difficulty of maintaining high 
growth in public sector expendit~res without vigorous efforts to mobilize 
additional domestic resources, the large increase in Central Bank credit to 
the public sector, and the deterioration in the balance of payments. The 
Government is aware of these problems, but has been unable in the pre .. at 
political situation to detail t~e policies and measures it will tapl ... at 
to remedy the weaknesses in the economy. 

29. The consolidated 1976 budget projects revenues at TL 141 billion aDd 
expenditures at TL 153 billion, with an overall deficit of TL 12 billion (TL 7 
billion in 1975). The Government has already introduced certain new reaource 
mobilization measures. Even so, a 35 percent rise in revenues in 1976, after 
a similar rise in 1975, seems unlikely since tmport growth is projected to 
decelerate sharply. Wage increases and tighter tax administration contributed 
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much of the increase in personal tax revenues during 1975. The 1976 budset, 
however, assumes a wage freeze for government employees, which seems ~real­
istic in· a year when several SEE and private sector wage contracts will eoae 
up for ._renegotiation with the trade unions. 

30. Even if the Government holds the _budget deficit within estimated 
limits and further taps the domestic capital market, the financing of the 
proposed SEE programs will present a serious problem in 1976. The Government 
has increased some SEE prices (cement, tea, meat, textiles,- electricity). in 
1976. Even so, SEEs' combined losses are projected to be substantially above 
last year's level because of continuing cost increases. Further major price 
adjustments are unlikely in the face of strong political ·resistance ~rom with­
in the Government coalition and the opposition, especially in a pre-election 
year. At the same time, SEEs' gross investment is programmed at TL 38 billion 
in 1976, assuming substantial destocking including exports of grain. A large 
financing gap remains, even assuming liberal external inflows (next paragraph), 
domestic bond sales and bank finance. The likely additional borrowing from 
the Central Bank will contribute to the continuing inflationary pressures, 
which are inevitable as a consequence of such high growth as the Turkish 
economy has continued to achieve. 

31. The 1976 balance of payments projections assume continued rapid 
, _ grcwth in output and investment. They assume increases of 50 percent in 

merchandise export receipts and only 6 percent in merchandise import payments. 
This may be attainable due to the existence of large stocks of imported 
products and exportables, good weather and the European economic recovery. 
Export earnings almost doubled during the first half of 1976 over the same 
period last year, while import levels have remained constant. l However, the 
pressure to increase imports is mounting. Also, an unexplained decline in 
workers' remittances is a matter of concern. Even if they recover to laat 

· year's level, the current account deficit will be $1.5 billion. With noraal 
net .capital inflows . projected at ·$450 million and IMF compensatory finaaciaa 
and 1975 oil facility drawings of $150 million, Turkey faces an external 
financing gap of $800 million in 1976. The Government has juat railed a $150 
million 5-year loan for DYB in the US. The Goveroaent. expect• the new ~rkera' 
savings scheme and some further increase in CLAs to meet the reaaiaina aap. 
The impact of the new scheme is likely to be greatest in its firat year. 
The situation could however become critical, if CLAs maturing thia year are 
redeemed rather than rolled over. The Government has informed the IMP of 
its intention to limit the decline in -net foreign assets durina 1976 to $6SO 
million. Reserves had fallen by. some $150 million .by June 1976 even after 
the IMF drawings of $150 million. 

32. The. Government's Fourth Five-Year Plan (1978-82) is expected to be 
ready early next year. The Plan will probably continue Turkey'• baaic devel­
opment strategy aimed at modernizing the country in a system of ataed ec~y, 
with the main emphasis on rapid industrialization and self-sufficiency. The 
feasible growth rate may be an issue (though not in Government thinkina) for 



- 10 -

the first time in several years in view of likely constraints on both domestic 
resource mobilization and external resource availability. While t~ revenues 
may be increased somewhat, private savings are already relatively high. t.­
provement in SEEs' finances is difficult, unless Turkey alters its established 
policy -.of using them to achieve a variety of economic and social objectives 
without explicit accounting of the costs and benefits. Balance of paymeota 
prospects are conditioned by several factors: whether Turkey's economic 
relations with the EEC develop, or it turns to Middle Eastern markets; the 
levelling-off in migration; Turkey's international commi~ent to -a relatively 
liberal import policy; and external capital availability. · 

33. To explore the implications of continued rapid growth which Turkey 
seems determined to maintain, Table A presents macro-economic projectio04 to 
1980 assuming a 7.6 percent per year average growth in GNP and a marginal 
capital/output ratio of 2.9. · The assumptions are of a partial return to the 
conditions of the 1960s-rapid growth, with a tight balance of payments. The 
volume of exports is assumed to jump 28 percent in 1976 and then resume the 
growth trends of the early 1970s~ with agricultural exports growing at 5 
percent per year, minerals at 10 percent, and manufactures at 15 percent. 
The volume of imports is projected to remain constant in 1976, then grow 6.5 
percent annually. This assumes an overall tmport elasticity of 0.83, much 
lower than the early 1970s' figures which'followed years of import restric~ 
tions, and based on the high import levels resulting from the unusual arovth . 
of i mports (including unusually high defense imports) in 1974 and 1975. 
Although the recession and more restrictive policies in Europe make a larae 
migration unlikely, workers' remittances should grow moderately in real te~a, 
as the constant stock of workers enjoys continuing wage increas~a and .aae · 
additional workers move to the oil rich Middle Eastern countries. 

34. The Government expects inflows of private capital to increase 
moderately. However, despite some relaxation of administrative procedures, 
there are no specific indications that the Government will change Turkey'• 
long-standing arms-length posture which has kept foreign direct investaent 
very low. Increased official assistance is assumed, rising from about $300 
million in 1976· to about $600 million in 1980 from traditional doaora ( .. -
eluding the Bank) and from a substantial increase (even on cooaervative 
disbursement assumptions) from new sources such as the oil rich Middle 
Eastern countries and the Soviet Union. In addition, the projections aaauae 
$250 million per annum under Turkish-US defense agreeaenta asauaina approval 
by the u.s. Congress. It is also assumed that, besides an increaae in the 
use of surplus credit, Turkish workers' savings will accuaulate under the new 
scheme, unlike the CLAs whose probability of redemption rather than rollina­
over seems somewhat higher (estimates of such savings in Germany ·raaae between 
$2 and $6 billion). 
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Table A: ECONOMIC AND SOCIAL OBJECTIVES (1980) 
(in 1974 prices) 

Plan Bank Projection . 
Current · Target Growth 
Level Growth Absolute Rate 

J!!!ll 1975 1972-74 1980 1975-80 

GNP /1 $m 32,640 7.9 47,024 7.6 
Population Jj_ m 40.1 2.5 45.5 2.5 
GNP Per Capita /1 $ 814 5.4 1,034 5.0 

. -
Investment $m 7,086 12.7 10,154 7~5 
Domestic Saving $m 5,549 13.6 10,400 13.4 
Exports (GNFS) $m 2,161 9.4 4,008 9. 1..11:. 
Imports (GNFS) $m 5,205 7.1 6,696 6.5..11:. 
Net Capital Inflow $m 578 1,292 

(current dollars) 

Debt Service Ratio 
as % of Exports (GNFS) % 12.5 16.2 
as % of Exports (GNFS) 

& workers' remittances % 9.2 11.9 

Employment (% of Labor Force) % 87. 

Per Capita Calorie 
Supply (% Requirements) % 110 

Adult Literacy Rate % 55 

11. · The 1975 GNP per capita is at 1974 prices, and is therefore different 
from the figure on page 1, which is based on the current Atlas .e­
thodology. 

11 1976-80 (see paragraph 33). 

35. The analysis suggests that the Government's expected GDP growth rate 
is feasible in the medium term, but only on strong assumptions. 'l'heae iDC:lude 
fairly substantial effort to encourage further import substitutioa aad, .ore 
important, promote exports; slower growth of defense expenditurea after the 
recent surge;· and a sufficient restraint of aggregate demand, particularly 
consumption, to permit restraint of imports to projected levels. GIP per 
capita (at 1974 prices) could rise from $814 in 1975 to $1,034 in 1980. With 
the poor overall prospects for net external worker migration, aad rural-u~ 
mig.ration expected to continue, urban unemployment could riae froa the alreedJ 
high level of 13 percent in 1975. 

36. At the same time, Turkey will need to borrow large additional .. ouata 
in the coming five years. The current account deficit is projected to increase 
from $1.4 billion in 1976 to $2.0 billion in 1980, much higher than the $700 
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million per year expected at the ttme of the last CPP. Turkey will . need to 
borrow amounts rising from $240 ·million in 1978 to $900 million by 1980, froa 

.sources other than those whose contributions are already built into the 
· projections (paragraph 34}. Disbursements from past Bank Group loans and the 

program proposed in this CPP will yield Turkey an average of a little over 
$200 million per annum, filling around one-third of the cumulative gap through 
1980. Turkey hopes to find the remainder in the form of medium-term borrowing 
from European banks, but at about 10 percent per annum interest. There is 
however some uncertainty that Turkey will in fact be able to raise such -large 
amounts, or raise them on, such terms, from commercial banks. One hitherto 
untapped source could be the sale of government bonds in the Eurodollar market 
and even in the Middle East. However, gross reserves are low and net official 
reserves negative; the balance of payments outlook remains difficult.; and the 
political situation is not such as to encourage lenders to believe that needed 
measures will in fact be taken soon. Turkey may need to become more active in 
revamping or stimulating the Turkey aid consortium run by OECD. 

37. However, on balance, Turkey's resource base, its continued impres-
sive overall economic growth despite unfavorable political and economic 
circumstances, and the vitality of its rapidly diversifying economy, warrant 
a favorable long-term outlook. However, if the assumptions made ab~e are not 
entirely fulfilled, or if the Government's scheme to attract workers . savings. 
does not perform as expected, or if other capital inflows do not materialize, 
shortage of foreign exchange may become a constraint on the maintenance of the 
high growth rates of the past. However, reasonably rapid growth could still 
be maintained, although a tight balance of payments situation could becaae a 
medium-term feature of the economy. 

C. EXTERNAL ASSISTANCE 

38. At the end of 1975, Turkey's medium- and · long-term external debt 
outstanding and disbursed amounted to $3.3 billion ($4.6 bilion including . 
undisbursed), 94 percent of which was public or publicly guaranteed debt. 
About 58 percent of this debt was held by governments and about 33 percent 
by international organizations. The Bank Group's share was 13 percent (and 
22 percent including undisbursed debt), with an undisbursed pipeline of $588 
million at that time. Debt terms have been hardening somewhat. Service 
payments amounted to an estimated $270 million in 1975, equivalent to 12.5 
percent of exports of goods and .non-factor servicea. The Bank Group's share 
of the debt service was 12 percent. 

39. Gross official public capital inflows were $322 million in 1975, 
while outstanding suppliers' credits declined to $32 million. However, 
Eurodollar credits for the Turkish-Iraqi pipeline amounted to $150 million. 
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40. TUrkey borrowed $301 million from the IMP oil and coapenaatory fi-
nancing facilities in 1975, and an additional $150 million in spring 19?6. 
No futur~ net drawings are assumed. 

41. The Bank would remain the major lender to Turkey in the 1970s if 
the proposed lending prQgram is implemented. ·Turkey's debt service ratio is 
expected to rise to 16 percent by 1980. The Bank Group's share in total debt 
outstanding and disbursed is projected to increase to 18 p~rcent, and in to­
tal debt service payments to 14 percent. Its exposure through 1990 will very 
much depend on the amounts and types of credits Turkey obtains in the next 
few years; this should become clearer during FY77/78. Somewhat increased re­
course to ~uppliers' . credits is likely and justified in the medium-term. On 
present assumptions; Turkey's debt service ratio is projected to reach 21 per­
cent by 1985 before declining. If the expected grants to Turkey (paragraph 34) 
do not materialize, the ratio would be 3 or 4 points higher, but still be 
manageable. The Bank Group's shares in total debt outstanding and disbursed 
and in total debt service payments would both drop through 1990, thus remain~ 
ing well within the 25 percent limit stipulated at the last two CPP reviews. 

D. PROGRESS TOWARD .PRIOR YEAR GOALS 

42. The Bank's goals, pursued without major change since 1971, can be 
summarized as follows: (a) financial and management reform of selected SEE's 
to improve public sector resource mobilization and reduce budget deficits; (b) 
rural development and urban planning to support balanced geographic develop­
ment, create alternatives to rural-urban migration, and deal with probleas of 
the rural and urban poor; and (c) increasing Turkey's capacity to earn for­
eign exchange. An evaluation of progress in FY76 must be made against a back­
ground of three critical factors: the policy paralysis of the Deairel coali­
tion government, the economic situation, and some improvement in project ~ 
plementation. As a consequence of Mr. McNamara's spring 1975 .eetina with Mr. 
Demirel, the government instituted arrangements, based in the Treaaury, for 
coordinating the preparation and implementation of Bank-financed projecta. 
These included quarterly project implementation reviews with Turkey (c~ced 
since early July 1975) which have resulted in tmproveaents in leaa politically 
sensitive areas within the discretionary authority of the governaent, auch •• 
training, staffing, and hi"ring of consultants, besides breakin& atal-tea oa 
projects such as Istanbul Urban Studies, lETT, Railways and the tariff iaaue 
in the Elbist.an Project. While ~hey are only partial indications of project 
performance, commitments and disbursements of Bank funds have also increased 
significantly, so that Turkey now compares reasonably with other larae Bank 
borrowers (see Attachments 6A and 6B). An interim progress report from the 
Regional Vice President to Mr. McNamara (October 13, 1975) resulted in a coo­
firmation of the level of lending conditionally agreed at the May 1975 CPP 
Review. 
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43. Projects with industrial and DFC borrowers mostly continued with 
relative success. However, other ongoing projects including Elbistan Power, 
Erdemir .Steel, and irrigation projects among others, faced major problems of 
organi~ation, management, cost recovery and financing. The long struggle 
between the Bank and the Government for Elbistan effectiveness was probably · 
also successful because over $400 million ~n foreign resources was tied up at 
a tfme of balance of payments strain and the repeated dialogue at the project 
reviews that a con~inued deadlock might affect overall Bank lending. 

44. The continuing problems of public sector pricing policy and manage-
ment also affected new loans negotiated in FY76. The extreme Turkish sensi­
tivity to any hint of Bank interference was quickly appatent and explicit, 
especially in the case of the TCZB loan for agricultural credit. In reluctant · 
response to the advice of the Financial Policy Unit, the Region sought to link 
the Government's own financial sector study, launched in late 1975 after 
considerable Bank cajoling, to a review of subloan interest rates under this 
loan. Out of suspicion of Bank motives, the Government totally rejected any 
such link and was fully prepared to delay or even g~ve up the $63 million loan 
if the Bank insisted, and possibly to jettison the ~inancial sector study as 
well. The review was finally accepted, but only without linkage and . with 
grave misgivings. A major management refbrm study program by consultants was 
also relentlessly resisted; only high level Bank representations in Ankara 
pro~ uced a c~promise role for consultants in some of TCZB's problem areas. 
However, despite such difficulties, resistance and the Elbistan tariff issue, 
one of the largest programs yet to Turkey was delivered in FY76. 

45. In recent years, Turkey has been steadfastly refusing to accept aay 
sector missions. However, after this hiatus, it was persuaded to accept an 
industrial sector mission . in late FY76 and to agree to agricultural, eneray 
and urban sector missions in FY77. In view of this encouraaiaa breaktbrouah, 
and to .provide the much needed sector underpinning to the lank'• activitiea, 
it is critical that every possible effort be made not only to aoUDt all of 
the agreed FY77 sector missions at the tfmes agreed with the Govera.ent, but 
to continue this effort in the fiscal years thereafter through the eco~ic 
and sector work program summarized in Attachment 5. 

46. Our experience shows that achieving reform is a ·slow process re-
quiring flexibility, persistence and understanding. These have resQ!ted in 
a breakthrough, or at any rate some advance e.g. on power tariffs and the 
Euphrates riparian issue (Karakaya). However, we must continue to expect 
long periods.of frustration in present political cQnditions, particularly 
on issues such as public sector management and pricing. 

E. BANK LENDING STRATEGY 

47. As discussed in Sections B and C above, the Turkish ecoaoay is cap-
able of rapid growth. To achieve this and keep pace with employaent needa 
will require vast investments which will be difficult to finance, alven the 
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constraints on public savings, without a substantially increasing transfer of 
external resources over the medium term. There is a strong economic ·case for 
increased Bank lending, given that the only other official Western aid sources 
are Germany and the European Investment Bank, besides IBRD. Turkey is fur­
thermore creditworthy for such increased lending. However, the political 
difficulties, wh::f.ch may not be significantly altered after the 1977 elections~ 
underlying weak government and public sector management seem too deep rooted 
and persistent to permit successful implementation of a substantially expanded 
Bank program in the ~ediate years. Furthermore, a subst~ntial increase 
under present conditions could bring Bank exposure near a prudent ceiling, 
particularly if Turkey failed to raise.the borrowings projected above. 

48. Under the circumstances, this CPP recommends a continuation of 
lending at an average level of about $260 million a year through 5 projects 
for the time being. Should decisive and favorable changes occur after the 
1977 elections, the question of increased lending can always be considered 
at the appropriate time. In real terms, the proposed level would represent 
little change from that approved at· the last CPP review. 

49. Th~ sectoral composition of lending proposed rests mainly on eco-
nomic and, to a lesser extent, on project .performance grounds. Turkey's 
worsening balance of payments position requires greater emphasi.s on projects 
directly earning or saving foreign exchange at the expense of infrastructure 
projects like power or railways and slow-gestative ones like irrigation. 
The Bank has already made a considerable investment in such projects so far, 
and bilateral or supplier credit financing should be available for them in · 
future. In addition, the Government is showing a new concern to solve the 
problems of the rural and urban poor. Taking these considerations into 
account, a gradual phase-down of infrastructure projects is proposed, with 
increased emphasis on productive or foreign exchange earning/saving projects 
in agriculture as well as in industry and rural/urban development projects, 
in t .he next five years. 

50. This approach is also consistent with the strategy approved at 
last year's CPP Review, to persevere in obtaining needed and realistically 
achievable economi~, .social and institutional benefits in the sector• aa­
sisted by the Bank, to redeploy Bank efforts to sectors where subataatial 
results can be achieved without facing intractable major constrainta, to 
cut out those where little progress appears possible, and to explore pro­
mising new activities where Government support and existing legislation 
provides a reasonable chance of success. This CPP recommends no chaQ&e iD 
this strategy. For the sectors of concentration, whenever ~portaat policy 
measures are necessary and feasible now, the Bank would make thea project · 
conditions. Where this is not possible, the Bank would defer leodina uatil 
the Government can implement them. It would nevertheless be naive to expect 
complete avoidance of further confrontations with ·the Turks, over institu­
tions, finance and prices, and personnel issues, in the proposed areas of 
concentration in the next five years. 
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51. In essence, .the lending program should include (a) foreign exchange 
earning/saving industrial projects or those which are most labor intensi'Ve or 
support SSis, either by direct lending or through existing DFCs including 'i'SKB 
and DYB; (b) lower-cost agricultural projects, including those for integrated 

· rural development, livestock, credit and newer, less classical but equally 
needed areas; (c) urban development; and (d) projects in any of the above 
areas with a significant built-in urban poverty element. 

52. Attention to project implementation remains of high priority. The 
joint implementation reviews will continue (somewhat less frequently) for a 
ttme, pending a review of whether normal supervision would suffice again. 

53. The Bank should continue where appropriate to help Turkey obtain 
joint or parallel financing with multilateral and bilateral donors. However, 
it . cannot substitute for Government efforts to secure additional financing. 
It should also maintain close coordination with UNDP and sister agencies on 
project studies. The role of the OECD Consortium is diminishing. The Bank 
should continue to participate in a low key, so long as the Government and 
OECD choose- to maintain the forum in its ·present form; but efforts are re­
commended to bring in new members interested in extending assistance to 
Turkey, perhaps after the 1977 elections~ if the new government is responsive. 

F. BANK GROUP PROGRAM 

54. · The FY78-82 program based on the strategy proposed above is sua-
marized in the following table, which compares it to the Bank's past involve­
ment in various sectors in Turkey and to the program approved at the last CPP 
review. 

Table B: SECTORAL ALLOCATIONS IN LENDING PROGRAMS 
(Number of Projects; US$ million) 

Sector 

Agriculture & Rural Dev. 
Industry/DFC's 
Urban Development 11. 
Power 
Transport 
Tourism 
Education 
Population 

Total 

FY69-76 
(Actual) 

10 (322) 
9 (438) 
3 ( 53) 
6. (272) 
1 ( 4 7) 

1 ( 13) 

30 (1145) 

FY76-80 J1_ 
(Approved in last CPP) 

10 (500) 
7 (360) 
6 (200) 
3. (200) 
2 (110) 
2 ( 50) 

30 (1420) 

This is the approved operations program. 

FY78-82 
(Proposed) 

8 (425) 
7 (440) 
5 (210) 

3 (170) 
1 ( 25) 

1 ( 30) 

25 (1300) 

/1 
/2 Includes past and future water/sewerage, power and _similar projects 

in urban areas. 

0 
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Agriculture and Rural Development 

55. Agriculture contributed 27 percent to GNP, employed 63 percent of 
the labor force and provided just over half of merchandise exports in 1974. 
Turkish agriculture is largely rainfed. The coastal regions are the most 
productive, growing fruit and vegetables and the main industrial crops 
(tobacco, cotton, sugar beet and oil seeds). The high, semi-arid central 
Anatolian plateau and eastern highlands, where most of the rural poor farm 
small holdings, produce mainly rainfed cereals and livestock. Agricultural 
value-added grew 4 percent per annum from 1969 to 1974 as a result of in­
creased fertilizer use, mechanization, and a few major irrigation investments. 
Overall, agriculture received about 11 percent of total investment, far less 
than industry. The Third Plan (1973-77) aims . at average · annual gro~th of 3.7 
percent, based on projects with short gestation periods and low capital-output 
ratios; a price policy balanced between incentives for farmers and protection 
for consumers; strengthened agricultural services; and adequate credit. Over­
all growth is, however, likely to be only 3 percent per annum over the Plan 
period. Despite this growth, agricultural development is impeded by an un­
balanced allocation of resources and institutional bottlenecks. Industrial/ 
export crops have dominated, with insufficient attention paid to increasing 
food and livestock production. Investment and credit allocations and agricul­
tural services have favored the coastal areas. Institutional constraints 
include a poor extension service, inadequate coordination among irrigation 
agencies, and the limited effectiveness of the Agriculture Bank (TCZB), the 
Government's major instrument for stimulating agricultural development. These 
constraints have manifested themselves in Bank activiti.es in this sector. The 
preparation and progress of ongoing projects has been slow.. Problems encoun­
tered inctude limited inter-agency coordination, initial ineffectiveness of 
project units, reluctance to accept consultants, inadequate salaries and slow 
decision-making. However, noticeable improvements have occurred over the 
last year. 

56. . The fact that the proposed FY78-82 program averages 33 percent of 
proposed Bank lending in this sector, despite the elimination of irrigation 

· projects proposed in the last CPP,reflects the economic importance of, agri­
culture and the need to improve the conditions of the rural poor. To provide 
a better knowledge of the sector and ita problems, the proposed economic work 
program includes the FY77 agricultural sector mission, already agreed to by 
the Government. The lending program aims at (a) extending a multiaectoral 
approach to rural development in dryland areas; (b) revitalizina TCZB; and (c) 
breaking production bottlenecks affecting small dairy and meat faraera. !heae 
aims match the priorities of the Minister of Agriculture (deputy leader of 
NSP) for rural development and relatively low-investment quick-yieldina 
projects. 

57. Most proposed projects are necessarily complex. Rural development 
in particular requires cooperation among a considerable number of agencies 
whose mandates frequently overlap and conflict. A second large rural develop­
ment project in eastern Turkey (Erzurum) is being prepared as a FY78S project 
and a third is proposed for FY81. A second agricultural credit project with 
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TCZB is also planned for FY79, .and a third for FY82S •. The momentum achieved 
in livestock development would be sustained through two further projects in 
FY79S and 82. The CPP proposes new projects focusing on key bottlenecks, 
grain storage (FY78 and 82R) and pest control or seed production (FY80). The 
Karababa (Lower Firat) multipurpose power/irrigation project (FY81R) could be. 
considered for Bank financing, esentially because it has the potential for 
making a major contribution to a Euphrates · riparian settlement (though this 
may emerge beforehand), but would probably have to be an exception regarding 

· cost recovery. Despite past experience of considerable slippage in this sec­
tor, the program can be delivered given the good momentum achieved with both 
rural development and livestock projects. 

Industry and DFCs 

58. Industrial value added has grown at an average annual rate above 9 
percent for the last 15 years and the sector now accounts for about 23 percent 
of GDP. Previou~ 5-year plans have aimed at rapid industrialization, to 
achieve sustained economic growth ~ith self-sufficiency and absorb surplus 
manpower, with main emphasis on import substitution using advanced technology, 
and a second~ry role for exports. The long-term aim is to achieve full EEC 
membership by the 'nineties. Turkey is a.mixed economy. SEEs have developed 
basic industries exploiting Turkey's considerable natural resources in many 
regions, and account for about 40 percent of manufa~turing value-added. While 
their primary purpose is production, SEEs have also been charged with social 
goals, such as development of backward regions, employment and maintenance of 
price stability, which have contributed to their generally poor financial 
performanc~. The private sector, stimulated by substantial incentivee and 
financed in part by the private Industrial Development Bank of Turkey (TSIB), 
is concentrated mainly in Istanbul/Izmit, Izmir and Adana. Private invest­
ment is found mainly in consumer goods and durablea; recently it ·has entered 
intermediate goods production. It focuses mainly on the large protected 
domestic market. Nevertheless, substantial -exports of textiles, clothing and 
leather products have been achieved, although the crucial EEC teat lies ahead 
and will require larger, more efficient and better managed units. In addition, 
the lucrative nearby Middle East market for textiles and garments should also 
be available to Turkey. Turkey has. a considerable comparative advantage in 
many labor intensive export industries. Small scale enterprises (SSI) with 
fixed assets under $250,000 account for about 30 percent of industrial produc­
tion, but are hampered by limited access to technology, markets and finance. 

59. Past Bank lending has (a) promoted private sector developaent, in-
cluding export industries and recently decentralization, indirectly throuah 
TSKB and (b) supported public sector enterprises, directly through lendina 
in steel, pulp and paper, newsprint and fert~liaers and indirectly throuah 
DYB. TSKB is an efficient and responsive instrument for achieviaa wider laak 
development objectives in the private sector. It no longer needa buildina up 
as a conventional dfc, but still needs strengthening in lending for .. aller 
scale industries and in mobilizing external capital. Our involveaent vith the 
public sector investment bank DYB is an experiment whose reaulta are not yet 
in. DYB has helped certain SEEs achieve greater efficiency throuah relatively 
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capital-intensive investments, an acceptable trade-off. DYB is potentially an 
important instrument for bringing some discipline to the anarchic investment 
decisio~s of the public sector. Thus, DYB should be further encouraged and 
assisted to strengthen its appraisal and supervision, play a broader part in 
state ·investment decisions, and possibly to raise additional resources abroa~, 
although obstacles cannot be minimized. 

60. The proposed program supports investments which (a) exploit domestic 
resources for import substitution or export lines in which Turkey has or can 
develop a competitive advantage, (b) give substantial direct or indirect 
employment, (c) promote regional development, (d) improve resource allocation, 
or (e) will improve productivity and reduce domestic costs and prices. The 
.Bank will thus further certain aspects of Turkish industrial policy·while 
offsetting other le.ss desirable features, such as its emphasis on relatively 
high capital-intensity. The program reflects the findings of the May 1976 
sector mission. 

61. The TSKB loan in FY77 will continue support for private export and 
regional development, while initiating the Bank's involvement in support of 
larger SSis~ The effort is expected to be continued through specific follow-· 
up SSI projects in FY81S and 82R. Two loans to DYB (FY77 and 80S) will 
support medium scale public investments and attempt to widen DYB's impact. 
Export indqstry subsector loans will be mounted for leather goods and textiles 
in FY78, 79 and 82S. The possible association of TSKB with these operations 
would ihvolve a new relationship with TSKB based on agreed subsector objectives. 
Despite competition ·from other countries, Turkey should benefit froa ita · 
association with the EEC in developing these exports. New direct inveataent ia 
also proposed, including a SEKA project being identified under UHDP financing 
(FY80S) to upgrade forest utilization in north Turkey, and tractor manufactur­
ing (FY 81) to help bring ordered development of the industry out of the 
various proposals now being aired and increased agricultural benefits. 

Urban Development 

62. Turkey's rapid population growth and economic development and ita 
chosen development strategy (paragraph 24), have increased the urban popula­
tion from 4 million in 1950 to 17 million {42 percent of total population) in 
1975, mostly through rural-to-urban migration. Secondary cities have recent­
ly accounted for a higher share of the incr~ase than the three largest cities, 
Istanbul, Ankara and Izmir. Rapid, unplanned, and uncontrolled arowth baa 
generated large rural-urban and urban income imbalances; costly urban conae•­
tion; land speculation and widespread squatter settlements; inadequate aerv­
ices; and rising unemployment. Integrated economic planning for urban areae 
·is relatively new. Moreover, 80 percent of .investment (at least in Istanbul) 
is undertaken by central government sectoral agencies with little local parti­
cipation or coordination at the center. Municipalities have inadequate fiaaa­
cial resources derived largely from central government. Legal chanaea to r~ 
gulate urban development and promote decentralized municipalitiea have ~een alow 
or unsuccessful. At the same time, city dwellers need employment and adequate 
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services. Effective urban development will require policy changes: creation 
of firmly self-reliant municipalities, levying of adequate user charges, and 
treation of metropolitan institutions with the required authority and finan­
cial resources. 

63. The Istanbul metropolitan area, which was the subject of the Bank's 
first urban studies and projects, shares many problems with other cities; · 
much of its rapidly-growing population, now 4 million, has _inadequate serv­
ices, and one-third lives in illegal and substandard settlements. In addi­
tion, responsibility for local services is diffused among .many agencies of 
the central and provincial governments and 32 municipalities, uncoordinated 
by metropolitan authorities. However., the Government has drafted legislation 
to create an Istanbul metropolitan service union and water and sewerage auth­
ority, providing for some decentralization and changes in user charges, which 
should greatly improve coordination of Istanbul's development. ·sank lending 
in Istanbul has pursued two aims in parallel. For the short run, it is fi­
nancing projects alleviating the most urgent problems in a manner consistent 
with whatever overall urban development strategy is chosen. For the longer 
run, it is assisting the formulation of an_ integrated metropolitan develop­
ment strategy, together with an improvement in planning and implementation 
capabilitie~. Besides this project, the Bank financed two high priority in­
frastructure projects, for water supply and power distribution. All the ex­
ecuting agencies have managerial weaknesses; the water and power agencies 

·--- have been slow to change. These agencies have long had request a for tariff ' 
increases (together covering most Istanbul services) awaiting Government ap­
proval. However, there has also been progress. Water production ·has tripled 
and the worst shortages have been overcome. The procurement of p!wer distri­
bution equipment is at last underway. The urban studies have pro uced a re­
commended strategy for Istanbul's development. The Government sh uld now 
formally adopt a definite strategy and ensure it is followed by all agenciea. 

... 

64. Urban problems are complex in any country, and the relative polit-
ical paralysis and institutional structure in Turkey make progreaa difficult. 
Recognizing the difficulties, this CPP proposes an incremental approach to 
urban lending. Processing of each project will depend as appropriate on 
achieving realistic reform targets previously agreed. If progress is steady 
and sufficient, five urban development, including water/sewerage, projects 
will be implemented in FY78-82 to have an appropriate direct impact on the 
living conditions of 40 percent of Turkey's people. The program would reta~n 
sufficient initial emphasis on Istanbul to round off Bank assistance for iqfra­
structure and institutional change there. However, it would broaden Bank ' 
knowledge and operations to other cities, starting with a FY77 sector aisston 
agreed in principle by the Government. There is some change in program ca.­
position from last year. The previously proposed Istanbul traffic enatneer-

· ing and public transport (bus) project has ~een dropped for lack of proar••• 
under present political conditions. It _ is still of high priority, and 
should the Government again show interest, it could be revived. The aecODd 
phase of the Istanbul studies project will involve preparation of a FY79S 
project for lower-income sites and services and upgrading on the rapidly­
expanding European-side urban perimeter. This will provide an institutional 
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and legal model which, suitably adapted, will serve for two follow-up proj­
ects in FY80 and 81, in a city or cities to be chosen through the sector mis­
sion. Infrastructure projects for Istanbul are also proposed. A sewerage 
project (FY78) pre.pared under the Istanbul studies project will be fo.llowed 
by a water/sewerage operation in FY8Q. Urban lending would focus on the 
urban poor target group. 

Power 

65. The Government's aims in the power sector are to overcome present 
shortages and meet rapidly growing demand, and maximize the use of indigenous 
energy resources through balanced hydro and thermal (coal/lignite) generation. 
Installed capacity is inadequate and delays in generation and transmission 
projects are already causing power shortages. Thoughcapacity is planned 
to triple by 1980, including through the Bank-financed Elbistan and proposed 
Karakaya projects, the system will be strained until then. TEK is adding 
steadily to the one-sixth of villages presently electrified. It has primary 
responsibility for the sector, although small private utilities (notably 
Cukurova and Kepez) also exist and distribution is normally done by munic­
ipalities. TEK is subject to the low-emolument SEE personnel regime and has 
been unable to attract and retain competent staff in adequate numbers. Turkey 
needs to foster improved system planning and inter-agency coordination. 

66. The Bank has met with great difficulty in its attempt t .o strengthen 
TEK's coordinating role and improve its finances. Recent wage increases and 
contract hiring arrangements should meet TEK's short-term staffing needs, and 
a study in connection with the latest (transmission) loan will specify future 
manpower needs. Tariff revision has been proved possible, but only after a . 
traumatic struggle to fulfil the conditions of effectiveness for the Elbistan 
project two years after loan signing. It would be naive to think that agreed 
future tariff revisions warranted by increasing costs could easily be secured 
under present political conditions, even though TEK is now undertaking a 
nationwide study of the adequacy and structure of power tariffs. 

67. While the Bank could foster better sector planning and coordination, 
and help meet rapidly growing power demand, it has already invested heavily in 
this traditional infrastructure sector. Past lending has helped make Cukurova 
strong and relatively autonomous. Lending to TEK has pushed tariff/financial 
autonomy and staffing questions as far as possible in present conditions. The 
experience with Istanbul suggests caution in tackling municipal distribution 
undertakings. Rural electrification is best integrated with production in the 
proposed rural development projects. The Bank should now phase-down power 
lending, except for Karakaya (FY77), because of its potential contribution to 
a Euphrates ~ettlement, besides keeping a final loan to Cukurova in reserve 
(FY78R) to introduce Cukurova to international sources of financing. We would 
also help Turkey, by providing a service to it by study of wider isues .of 
energy policy and coordination, through a power/energy sector mission in 
FY77 to which the Government has agreed in principle. This would survey the 
wider field of energy development and policy, far transcending the limited 
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purpose of supporting Bank lending only to the power sub-sector. It will also 
make an important contribution to the FY78 basic economic report and provide 
signifi.cant technical assistance to the Government. As for the Karakaya 
project, substantial progress on the Euphrates riparian issue appears to have 
been achieved this year with the acceptance, at least by Turkey and Iraq, of 
a formula for its f:f.lling and operation until any of the riparians starts a 
new large consnmlJtive project in the river basin. Turkey has also agreed to 

· take steps to initiate tripartite talks on the long-term division of Euphrates 
(and Tigris) waters, possibly involving a continuation of .Bank technical stu­
dies, with a view to reaching a settlement before any new consumptive project 
is started. 

Transport 

68. All transport modes in Turkey need rehabilitation and modernization 
i.n varying degrees. Economic growth and increases in transit traffic between 
Europe and the Middle East have strained many transport links and made Turkey ' 
increasingly a bottleneck for transit traffic. The railways still handle bulk 
movements, but road transport now caters to three-quarters of freight traffic 
and nearly all passengers. The sector faces serious constraints, including 
substandard roads and urban highway congestion; circuitous railway routes 
conforming poorly to present traffic flows, neglected track maintenance, over­
age rolling stock, overstaffing; and tariffs below service costs leading to 
the largest deficit in the public sector; and inefficient and inadequate port 
facilities. A Transport Coordination Agency (TCA) receiving UNDP-financed 
technical assistance with the Bank as executing agency, is playina an in­
creasingly important role in policy makingarid the preparation of a five-year 
transport development plan. Priorities will become clearer once this is 
completed in 1977. 

69. Bank involvement has focused on transport coordination and on rail-
ways. Progress on the FY73 Railways project has been mixed. There has been 
some physical progress; tariffs have been increased twice already, but addi­
tional significant increases will be needed in future. However, the railways 
face mounting deficits from featherbedding and existing uneconomic lines, 
and have fallen short of softened performance targets. 

70. We face major institutional issues in railways, which are unlikely 
to be resolved in the short-term. To follow-up on the effort initiated under 
the FY73 project, only one more railway operation is proposed as a FY78S 
project. We would also provide further support to TCA and possibly study 
transit traffic needs through t .his project. There· appears . to be little need 
for Bank support for highways on either institution building or financial 
grounds. Turkey built up a reasonably well~managed Highway Departaent With 
USAID .assistance. Turkey believes that neighboring countries generating or 
receiving transit traffic could finan~e the needed upgrading and additional 
facilities to facilitate this rapidly growing traffic--in fact Iran has 
already offered substantial financing. ·Finally, the development of farm-to­
market roads is best handled through the integrated rural development proj­
ects in the program. 
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71. There does, however, appear to be considerable scope and n~ed for 
Bank a'ssistance in ports through fostering interagency coordination, improved 
efficiency and determining the most appropriate locations for future port 
development. Two port projects are proposed for FY79 and 82. The first may 
be in Istanbul, the most critically congested port city. 

Tourism 

. 72. Despite Turkey's impressive assets--a long coastline with unspoiled 
.beaches, mountain scenery, a pleasant climate, remarkable archeological sites, 
and easy access from Europe--tourism has been neglected in Turkish development 
strategy until recently. Even so, over a million tourists spent $194 million, 
equivalent to 13 percent of exports of goods and non-factor services, in 1974. 
Recently tourism has been accorded high priority, to help increase significant­
ly both foreign exchange earnings and employment. The Government emphasizes 
financing of needed infrastructure and planning and land use regulation with­
in the priority zone o~ the Aegean coast, supporting continuing private !a­
vestment in hotels and other facilities. It also provides varioua incentive• 
in line with those offered in other Mediterranean countries. It has agreed 
to study the program and its administration with a view to possible t.prove­
ments,. Turkey could double its market share by 1985 and increase tourism its· 
earnings by some 20 percent per annum. 

73. A long Bank involvement in this sector led to the South Antalya 
tourism infrastructure project, approved by the Board in July 1976, Turkey's 
first integrated planned tourism project. It will provide basic infrastruc­
ture to support private hotel and vacation village investment to cater to the 
European mass tourism market. A second tourism project is included in the 
lending program (FY81S). 

Population 

74. The absolute size of Turkey's population started decades ago to 
press against the country's relatively fixed resources, and population growth 
remains high (though slackening slightly) at 2.5 percent per annu.. Althouah 
certain political parties, particularly the coalition NSP, oppose population 
planning out of strong religious sentiaents, the Health and Population Minis­
try wishes to promote purposeful activities ~n this much-needed area. Soae 
four years ago adopted a strategy to be implemented through aother and child 
health services, and in 1974 signed a $10 million agreement with tiii'PA for · 
support including extensive projects and training. No fonaal requeat for 
Bank assistance has been made, although discussions with the Miaiatry of fi­
nance have been consistently pursued over the last 15 months. leeeatly, thia 
Ministry has extended the Government's invitation to the Bank to aend aa ob­
server with a UNFPA review mission scheduled for fall 1976. Despite the 
political sensitivity, and the difficult institutional decisions required to 
implement population programs effectively, the Bank will att .. pt to develop 
this apparent opportunity into a P.roject (FY80S). 
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IFC 

75. Because of the very active private sector and as a result ol various 
promotional missions, IFC's activities in Turkey have been increasing steadily. 
IFC has. now made investments in TSKB and in 12 productive industrial and 
tourism enterprises totalling about $158 million • . IFC has introduced TSKB to· 
other international sources of financing through three syndications in which 
several commercial banks participated with a total of $45 million. IFC's 
close involvement with the metals and vehicle subsectors provides a basis for 
supporting any Bank operations in these areas, either directly through joint 
operations or indirectly through IFC information to and guidance of the Bank. 
IFC expects to continue to assist the Turkish private sector to identify and 
put together viable and sound projects which further Turkey's national devel­
opment goals, and to organize the financing for them. 

G. CONCLUSIONS AND RECOMMENDATIONS 

76. The principal conclusions are as follows: 

(a) the domestic political scene is 'stalemated, because of con­
flicting views of the coalition partners, the Government's 
slender majority and the 1977 elections. Major decisions 
have not been taken or have been shelved. Prospects for a 
change in this situation after the elections are at best 
unpredictable; 

(b) despite this, the economy grew by 9 percent in 1975, the 
private sector remains buoyant, the budgetary situation has 
improved and inflation has been significantly reduced. On 
the negative side, public sector reliance on the Central Bank 
because of the deterioration of some SEEs' financial perform­
ance has increased sharply, the balance of payments situation 
continues to be tight and the re~ource gap is widening; 

(c) medium-term prospects are for the continuation of a reasonbly 
rapid rate of growth compared to other LDCs. Even if Turkey 
succeeds in obtaining sufficient external resources, the 
balance of payments position can be expected to remain tight. 
Turkey's debt service ratio is likely to rise to a still 
manageable 21 percent by 1985; 

(d) as a result of efforts by both Turkey and the Bank followtna 
discussions between Mr. MCNamara and Mr. Demirel in April 
1975 and the initiation of joint project reviewe, there hae 
been a slow but encouraging improvement in project perfo~ce 
and a better understanding of the Bank'• developaant role aad 
objectives. However, despite these iaprov•ente aDd the re­
solution of the long struggle over the Elbistan power tariff 
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issue, the political stalemate has precluded the taking of 
other basic fiscal and institutional actions agreed under 
Bank projects; considerable wor.k on this is still needed 
and should be facilitated by the continuation of the project 
reviews; 

). 

(e) the Government's readiness to undertake a financial sector study 
and accept some sector missions, after resisting such Bank in­
volvement in recent years, is another encouraging development 
which must be followed up. 

77. Taking these factors into account, this CPP recommends the mainte-
nance of lending essentially only at the level approved at the last CPP 
Review. The proposed FY78-82 program is for $1,300 million through 25 proj­
ects. With this program, the Bank Group's share of Turkey's debt service 
would remain well within the 25 percent limit set at previous CPP Reviews. 
Turkey remains creditworthy for the proposed level of lendinge The CPP re­
commends a phase-down of past heavy involvement in infrastructure projects 
and greater concentration on productive, foreign exchange saving/earning 
projects in agriculture and industry, as also rural/urban development projects. 
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($ millions) 

as of .Tun!! 30, 1976 

.~.::::"..:::: : :-~te: 

- .... ':·:. :: :.::~"..: - .:\ ~' ~'!.L"'\.'-'d 

:~: .;e::..:ed. - s!~ned. Closing Forecast FY'76 FY '77 
~~~~·...;;.·- - :::-: - ::::':'e.:::h·e Date ~ F'Y'75 _1_ _L ...1_ 4 _L _g_ _.l.. ~ : ·: ·?~ :·, .. ~ ·, :·:· ·::·. ~ __ 

:: :.:::..; : :.:·. 25 .~ 6/'::.7/ ?4 Orig: 6/30/82 6/13/74 - - 1.5 3.5 3.5 7.5 7.5 12.3 12.~ :!.j.~ :::; . 5 !- .:;, <; • • 
?·::'~ :": - 6/?.S/74 Rev: - 4/30/76 - - - - - 1.0 1.6 2.7 3. 3 15. : ,:- , _ · -

: -~ 25 .J 6/ 1/76 Act: 

!..· . :- 6/::. ,"~ '74 Or i g : 12/31/78 6/10/74 6.0 9.0 12.0 15.5 19.0 23.0 27.0 31.0 34 , ; .3? . '; 
?~ :' !·: - 6/25/74 Rev: - - - - - - - - - - - -
-= : .. - · __ l.:'.J 9/ 3::'.'74 Act: - ..; - 1.0 1.8 5. 7 9.6 ll.5 

~ - c:-;o ~. ~ ·:: •:5.J 1/ 7/75 Orig: 12/31/73 12/20/74 3.4 7.0 12.1 18.2 25.1 32.7 40.9 47.8 57.5 Lt; ,5 ~~. : 
- l / 22/75 Rev: - 11/ 7/75 - 4.8 10.0 17.5 25.0 31.0 37.0 44.5 52.0 t.5.: 

--· . -· - c5 .~ L. /24/75 Act: - - 1.3 4.8 9.5 12.8 17.7 

.. .. ~:;.::- 6 117/75 Orir, : 12/31/81 5/19/75 - - - 2.9 5.2 7.6 9.9 14.4 19.'J ":.7 .j 55.?~-.- _ . . 

_, ... ,~~~~~::: ~5 :=' ~:~g~+g ~~~~ : : : : : : .-6 - - - - - -

; _,: :~.: 5c~J ll /13/75 Orig: 12/31/79 11/ 4/75 - - - - - - 4.8 7.9 10.9!"' ;,:.7 5:::.6 ,-. . 
:::·: ?~-·.,r - 6114 /76 Rev: 
:: : . .:.." :.: ~:.. 56.J r:.E. .c.ct: 

.- '.. ·....:. : ·.:.:·!: : 63 . .:' 4/21 .. 7b C'r i g : 9/30/81 4/12/76 - • - - - - 6.9 8.1 9.6 1~.~ ~j .t.: ~ L . ~ ~3.: 

-~:~; : ~::.~ C): J 
5
/ N:i~o ~~~~ 

- ·-- .. ·-· ~.:-.J 5/18/76 Orig: 12/31/80 5/4/76 - - - - - - 6.7 13.3 20.') ul,') o7. : 
··· --'~"' - 5 121/76 Rev: 

7 .1 . ~ , N.E, Act: 

21. 5 5/25/ 76 Orig: 3/31/82 5/10/76 - - - - - - 1.5 2.3 3.1 7.1 1:.L :~ . .,. ~ -. -
·~ s~~:~ - 5/ 26/76 Rev: 

- -- .· 21..5 i:,:::. • Act: 

~ ~: ~~:e !~ ~~:~~~!~~te 

: ~. :: :.~ ·. :...::· ~ ~- .: .... : ... :t-~ ."' !·e.:it :~~ T~' 
: - ·: -:: : -~· s~: :.:':: !" .. '"re .~!.t :-.5.: 7~7 
· : . • : : :. : :: ~ ::·: c: t: · ~_- ::. , 1 ~~ • .. ' 1:1i llion si~ned 4/18/'{5. 

- :- . ::-.: :-:-. e:·:·e~::.·.·e :!. ,' \~ ' 72 , 13. 0 ::1illion effective 8/28/(5. 
"; -::.·. :-: ~:. ~ :-.: 
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TIIU[l • IDCIAL INDIClllll tAlA IMEET 
LAND AREA ClMOU Kif) 

fOUL 
AOIIC. 

~OPULATJO~ AND WITll STATISTICS 

,OPULATION CMID•YR• MILLION) 

~O~ULATION O~NSITY 

t>ER SQUAll£ u. 
P£ R SQUARE lOt. lGRIC. LAND 

VITAL STATISTICS 
r. ~UOE 8lRTH RATE PER THOUSAND 
C~UOE O~~ f H RATE PER THOUSAND 
l~fANT ~ORTALlTY RATE (/THCUJ 
LirE ~XPECUNCY H BIRTH <US) 
GROSS R£P~OOUCflON RATE 

PQ~ULATIO~ ~RO~TH RATE Cl) 
fOUL 

. J RSA~ 

URHlN POPULlTION Ct OF TOTAL) 

AGE ST~UCTURl CPEACENT) 
0 TO l4 YEARS 

lS TO &It YEAR~ 
65 YE~RS lNO O~£R 

AGE D£f'ENOENCY Rl T lO 
ECO~OHIC DEP ENDENCY RATIO 

fAMILY PLANNING-
ACCEPTORS CCUNJLAfiV[. THOU) 
USERS Ct Of HARRIED WOM[N) 

EMPLOYMENT 

TOTAL LABOR fORCE (THOUSANDS) 
LABOR FORCE IN AG~ICULTURE (I) 
UNEMPLOYED (I Of LABOR fORCE) 

I~CO~E DISTRIBUTION 

I OF P~I~lT~ lNCO"E REC•D BY• 
~IGHEST 51 OF ~ 
HIGH(ST ZOI Of ~ 
LOWEST 201 OF ~ 
LOWEST 401 Of ~ 

DISTRIBUTION ar LAND OWNERSHIP 

I O~NED ~y TOP lOt OF OWNERS 
l OWNED BY S~ALLEST 101 OWNERS 

. HEALTH AND NUTRITION 

POPULATION PER PHYSICI~N 
POPU(ATION P~R NJRSING PERSON 
POP~LATION PER H3SPITAL BED 

PER CAPITA SUPP.Y Or­
CALORIES Cl or REQUIREMENTS) 
PROTEIN CGRAHS PER DAY) 

-OF WHICH ANII•AL AND PUlSE 

DEATH R~TE C/THOUI AG~S 1•4 

EDUC&f 10114 

AOJUST£0 ENROLLN£Nl HATIO 
PR I NARY SCHOOl 
SECONDARY SCHOOl 

YEARS Of ~CHOOLING PROVIDED 
CFIAST ANO SECOND L£Y[L) 

VOCATIONAL ENRCN.LN(Nl 
U or SECONDARY) 

ADULT LITERACY RAJ[ (ll 

HOUSING 

PERSONS PCR ROON CAVERA5[) 
OCCUPIED DWELLINGS WITHOUT 

PIPED WAT~R 
aCCESS TO ELECTRICITY 

Cl or ALL DWELLINGS) 
RURlL DWELLINGS CONNECTED 

TO El£CTRlClTY (I) 

CONSUN~TION 

RADIO RECEIVERS CP(R THOU POPJ 
P~SSENGER C~RS CPE~ THOU PDP) 
ElECTRICITY CKWH/YR ~ER CAP) 
N[MSPRI11 CKG/YR PER CAP) 

TURKEY 
MOST RECENT 

1960 1970 ESTIMATE 

260.0 

·27.8". 

J.o 
5.5 

JZ. 0 

o.e 
1.0 

o.o 
5.J 

n.oi!' 61.0 
4o0 

u.o 

JZZO.Od 
Juo.o l! 
.650.0 

110.0 
re.o 

75 .IJ 
. 14~0 

u.o 

IB.o . 
4o.of+. 

z.o 
u.o 

rt.o 

z.o 

49.0 
z.o 

102.0 

••• 

480.0 

3$.1. 

.b6.0 
67.0 

)1.2 

u.e 
53.9 
... 3 

a. z . 

JZ.e~ 60.6 
z.t 
9.4 

51.0 
0.9 

2220.0 
ueo.o t.& 
490.0 

aao.o 
71.0 
zz.o llL 

15-0c::k 

\11.0 
u.o 

u.o 

1.9 

64.0 

41.0 

11.0 

u.o 
4.0 

21&7.0 
•• 7 

. 860.0 1.1. 

4o.1 u. 
s, .o a. 
74.0 

39 · 4 
12.s 

S6:9 . 

2130.0 
1240.0 -~ 

49:1.0 

129.0 
91.0 

u.o 

u.o 

106.0 
1.0 

Jl4.0 .., 

.. 
COlOMIIA IRAI ITAlY 

------------ ········---- ·----------· .,)lee).O 

eo.6 

.18.0 
n.o 

1.1..3 
u.o 
a:fl! 
s.z 

.2.9 
5.\1p_ 

60.0 

47.0 
S0:.4 
J.o 

1.0 .. , ~ 

uoo.o 
u.o 
r.o 

ll-9~ 60.1 
J.5 

10.1 

2160.0 

91.0 
u.t 
29 .o·l!, 

8.4 

t-02.0 
23.0 

u.o 

n.D a. 
1).0 

115.0 
u.o 

4U.o , .. 

690.0 

zt.l 

u.o 
107,0 

16.9 
18.2 

140.0 
u.e 
J. 4 

).1 

'· 0 
u.o 

••·og 51.0 
•• o 

•·•La I. 9[l 

n2.4 
10.0 

a roo. o 
u. 0 
z. G 

Z9.7~ 54.4 
4.0 

tz. r 

noo.o 
JZJO. 0 
780.0 

8) .IJ 
Z6. 0 

u •• 
s.o 

fJ.O 
tt.t 

lU.t 
0.4 

zaao.o 

53-7 

a_u..o m.o 

18.6 

'·' Z9.6 
70.y 
t.J 

o.e 
0.8 

$1..S 

,. .. ,,.z 
10.4 

G.') 
O·'L!. 

t 9600.0 
19.1) 

lei 

1n.o 
uo.t 
42.0 

101.0 
59.0 

I J.O 

ze.t 
,., .o 

211.1 
att.t 

''''·' s.J 
------------------·-·--------~-------------·-------···--·------·-- ---------.-M·--------·--------------------$[[ NOTES AND DEFINIJIDMS ON Rlf(IS[ 
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ATTACHMENT lA 
Page ·2 of 2 

U.lMI ouenl~• 110ted, 4et• fow: 1960 w:lfew: to..., yur .,._ 1959 ... 1Ml, f011t 1970 bltwMta 1961 ..S 1910, _. for Molt a.ce.t .. ttMte -~ 
1t1l -· 1173. 

w "- 1-.•C.N etretiiY of 'hlrltuh pl-t .. eurr .. tly at-• die 1110 llwl of Itely 11 lte oiiJeetlfta • 

a 1955·60· iJ! Derlftd fr• e-.1• •--r lltS.tll (t,100 llouaMoWI); 1£ IUPt M _..I:'N!S.CIM; a U Jll~ _.-aorer; if_ 1M2; U Du.-ellle lM-; Lb. lacludilll euhtat ._.. •• _, •1.__; 
,.." ... 0100r who t~IT tile eouu tekon tlllt ttw, ua nil.-4 wtc.. 

I• bc:1tado• l7 ... tera pi'O¥illeoe; a 1965·67; ~ IAtlo .nf l'OINlltloa _.or 15 ... 6S _, onw: to t.llw forM U ,.... 
- nd ovew:; Jj_ 15 ,.u. •ad over, .. elude• .-p1opo4; L!. aoautend oa1y; !.! Dtepaaoble be-; h.. JIM1ud... . 

·e•li•teat aoane1 aac1 aU.be•; 1J! 1964·66; iJ. r.n- eta yeon _, onr .tao tell tiM., __ te .. n iiet tt.oJ c• ..... 
• ,.tl W't'lte. 

MOST UcrMT ISTDIAT!: J..J. 197!i; lJ! 1970•7); ~ 15 ,.." •nd Oftr, exclude• ......,1CIIJ"d; L4. laeludilla ... tet•t aun11 _, 
aldvtvu. 

£2WIIlA ill!! ft R.lte b1 .. .t oa bur tel pemlt•; lJ! 1964· 70; 1£ IAtlo of popuht101\ \Mew: l5 _. 65 yeon •od -r to totel 1-.r '-; 
l.,oa...,.ully 1ctlve popu1ati ... ; a 1964·66; .i! Tote1 IIC:oedal'Y tac:ludoe t11c:lllr trlilllaa It tiM tlalrd tn.l. 

.1!6! .!21!! . !.!. 1966; a )lowoebo1cle, (urb•a); ~ 1964-66; 1J. ll<elodle a-4tc triM•; L!. laltM oat,.. 

.mill l970 !.!. Jlltto of popuhtton ...,der 15 •ad 65 ,.en aad wer to toU1 l•bor fore•; lJ! IIOipltll penoanel; ~ lloc:hMiba run1 
boeptt•ll nd 11dic:d ceaten. 

110, Jul7 19, 1976 

....... ------------ .. _.. ---------- .. ---- ·---------: .. ---------------------------~------------------------- .... --- ............... ------------ .. ---------------------------~ ..... ..... 
!!PpiTICI!S gr SOCW, II!J!ICAlN 

w~~ (~ou~1) 
~~ot? eu?ece u .. c,.prtetna lead u•• end lnlnd -ten. 
.6I£U.:. • Moet ree~at 11tbllte of •artculturel •n• ueed t...,orully or 

pe~a~aentl7 for crope, peetur01, 11rbt • ltltc:hla 1•rd- or to He 
felloot. 

Glf.r.l ~;·!:. '~;. = =~h:•!!' ~~=~=-= :~1=~:,;~~;-~~=~~ 
1960, 1970 nd 197~ d1t1. 

":!:PnJ•e:H!~r~n::t :.:."'d.,-•r popu1ett• per •quere .. u .. 
'T.!f!!hu::rt:a·

011
;;,"uere ._of YElc• 1W. CGaputod 11 ~~~-for 

"PPttS~ Er r;n&"L:naa - f~DpWetl011 dfylcled bt' __..1: of ,reetlcllla 
11 o iiiiMi e trt • fti'IJH, "tr•t_..• or "certtftod" _. .. , _, 
-ntery pon-1 wltb tretailll or expertiDc• • 

P!eu1ettft ~ =et'"l ~ • PopuhtlOft dtdd .. ..,. .... r "' laolptttl .... ... u8 etc • prhate a-rll ..... epectaURII laoepttel _, 
rellabtlttettoa c:•ten; exclude• aun ill& "-• •ad 11 teblt•'-te for · 
""·~odlll ad ~tlw con. 

rtr ;t•'e •• ,&!of~-.... e oC 9P.tP.-ete) . c-,ai:M fraa -w:e 
.. ;; •• ~t o •t I • ..,.1~ -~~ .,.,..try ,. .. cepttt per M;; 
OYillab1e euppltu CGIIPI'i•• ._.tie p~t1011, -.wee 1111 .. ,...u, 
ltld c,_... ta etocll: Mt euppU11 nc1udo •t.o1 r ... , ..... , .-u­
ti•• ueed ill food protHI1 ...... 101111 ta dbtrU.Utl•; I:041Ul~tl 
WTI lltillltod bt' PAD bleed Oil phJiiolotlcel n ... for •-1 actlYlC,. 
lad hN1th o-tMrl .. IDYlr-t•l taperature, ..., .... u, ... _, 
••• 4utrlllutlou ~f popuhttOil, •d •llo.Ua 1\Jl for -tl et .._allo1d 
l-1. 

ftr wtH •welz llf t••ttM Ia:£; m fit) - Protlill -t•t of per 
ceplt• Mt • .,.1,. o food pe~; 11t ,..,1,. of "food ll dlfa.od • 
eboft; ftiiUll'eetl fOI' •ll c-trlae ut81tebed "r •• le.-lc: 
..... rch lorylcll ,.._t.M for • •ill..._ •11-ce of 60 ...- of total 
prottla ,.r dey, ... 20 ..... ~ •*1 _, puleo ,..._a., of .. , ... 
10 ar- •laould 1M .s-1 proteill; tiM•• •taadar* en 1- t11a dlolo 
of 7S a- of tote! protela ad 23 ar- of nl-1 p&'OI!IIia 11 • 
... ll' ... for tiM _.ld, propoeod 11oJ 'PIIJ) ill die Thll:d .,_14 'Pood •~· 

1¥ ""!!!' !E!U'J.:f.'lz '!;1 ::'1:1 ef nlee - ftoteill •'W17 of food 
.. d fraa• 1eadpu101 1J:-perd17. lllf! ralj!l <Jtlacla~ ft .. 1-4 • Maull cloedll per th _ _, ill .,. II'CMP 

yeen, toe l rea in thle qe lrGUI'i •uas•11tM 01 n tadlo:etor of 
•bnatrltloa. 
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A. NATIONAL AccouNrsl1 

(TL Billion, 1974 Prien) 

1. CDP 277.0 
2. Caina fr!>m Terma of Trade - 1. 7 
). CDY 275.3 
4. Import& 25.1 
5. Export a - 17.1 
6. Exports IT. Adj. - 15.4 
7. Resource Cap TT.· Adj. 9. 7 
8. Total Conaumption 236.8 
9. Inveatment 53.3 

10. R.!aourc:ea Available 277.7 
11. CDS 40.2 
12. Factor Service Inco- 4.1 
13. Net Current Tranafer 0.2 
14. GNS 44.5 
15. GNP 281.3 
16. GNY 279.6 
17. CDP at Current TL 112.2 

B. SECTOR OUTPUT 
(at constant 1974 pricea} 

l. Induatry 24.0 
2. Agriculture 36.0 
3. Service a 40.0 

c. PRICES 
(In dollara, 1974 • 100) 

1. Export Price Index 38.2 
2. Im;x>r t Price Index 59.1 
3. Terma of Trade Index 64.6 
4. Avt'rage Exchange Rate 0.111 

.!.2!!:Zl 
i). SELECn:D INDICATOI<S 

1. IC<.R 3.1 
2. Imr•ort Elasticity 1.8 
3. Avf! rage National Savin& it!lt• 18.4 
4. 11arglnal National Saving Rate 24.8 
5. Imports I GDP 7.8 
&. Invutlllent I CDP 19.4 
7. usource Cap I CDP 3.6 

F. PUBLIC FINANCt1_,' 
l.2ll 

(u i. of A. 17) 

1. Current R,•venue 17.6 
- Tax Revenue 14.) 

2. Current ExP"nd1ture ...._ 15.0 
- llefenc:e t;xpenditure 4.1 

3. S•vlnga 2.6 
4. Capit•1 t:xpenditure 4. 7 

- PubUc Sector 8.0 
Fixed Cepitd Fonwtion 

11 Co111ponenta .. y not add up due to rounding. 
'E'/ 197&-l'ii!O 
'!.1 CentrAl <;oveH naw•nt ••acnJ•l vh•·rf" nl tuorwl ., •• nQI.t•cl. 

TTACIIHENT 3 8 

ECONOHI1.. .;EVELOI'HENT DATA S H E E T 

ACTUAL EST. PROJ ECTION 

.!221 l11l 121!!. 1975 ~ ~ .illl ~ 

357.1 371.1 403.5 439.9 474.3 643.1 951.3 6.0 

- 1.0 - 2.5 o.o - 1.8 - 1.9 - 2. 7 - 3.3 -
356.1 368.6 403.5 438.0 472.4 640.4 948.0 -
40.0 44.2 58.2 67.0 66.7 86.0 119.5 12.0 

- 26.1 - 28.7 - 29.9 - 29.6 - 38.0 - 55.0 - 90.3 10.9 
- 25.1 - 26.2 - 29.9 - 27.8 - 36.1 - 52.3 - 87.0 11.2 

14.9 18.0 28.2 39.2 30.6 33.7 32.6 13.2 
307.1 318.5 347.2 375.4 394.6 526.8 762.2 6.1 
65.5 71.4 84.6 101.7 108.4 147.3 218.4 6.0 

372.6 389.9 431.7 477.2 503.0 674.1 980.6 7.0 
50.0 52.6 56.3 62.6 77.8 113.6 185.9 5.5 
15.5 19.0 17.1 13.9 12.8 11.6 10.3 36.0 
0.2 0.3 0.3 0.3 0.3 0.3 0.4 8.4 

65.7 71.9 73.7 76.7 90.9 125.5 196.5 5.6 
372.8 389.4 420.9 453.8 487.1 654.7 961.6 6. 7 
371.8 386.9 420.9 451.9 485.2 652.0 958.3 6. 7 
228.9 293.5 403.5 512.0 - - - '21.0 

S H A R E 0 F C. D. P. 

25.6 27.6 27.6 27.5 27.6 29.8 32.4 8.3 
33.0 29.1 29.6 29.6 29.0 25.0 20.6 1.2 
41.4 43.3 42.8 42.9 43.4 45.2 48.0 7.6 

59.5 65.6 100.0 105.5 114.1 153.9 219.0 3.2 
64.6 77.2 100.0 112.5 120.1 161.8 227.3 ,.5.3 
92.1 85.0 100.0 93.8 95.0 95.1 96.3 ' 5.8 
0.071 0.071 0.072 0.069 0.063 

.!2.l1=1! ~ ~ E. LABOR FORCE (Million) 

3.4 ~:: y 
2.8 1. Civilian Labor Force 

1.5 0.9 2. Civilian l::lnp1oyment 
20.4 18.5 20.1 3. Unemployment (t of i.1) · 
32.3 21.0 23.0 Perc"nt Sharea: 
9. 7 13.5 12.7 3.1 l•gricu 1 ture 21.9 22.9 2),'0 
6.6 5.8 4.3 

3.2 Industry 
3.3 Service a 

.ill.Q. 1972 l11l 121!!. .!ill. --
22.4 20.1 19.9 17.6 20.4 
16.5 17.4 17.5 1&.1 18.2 
17.7 19.1 Ul.2 15.4 n.a. 
3.4 3.5 3.4 3.4 n.a. 
4. 7 1.8 1. 7 2.2 n.a. 
5.0 3.8 3.9 4.3 n.a. 

10.0 8.8 8.8 8. 7 10.1 

1'7 74 
c!<c,l.;ru HAn: :.; Share 

lHJ.. 7)- tlO ~ ~ 
At c.,rre ,. t Pric:ea 

8.8 7.9 8.1 100.0 

- - - -- 7.9 8.2 100.0 
23.0 5.1 o.a 14.4 
1.6 13.2 10 .4 7.4 
3.0 13.5 l0 .9 7.4 

29.0 2. 7 - o. 7 7.0 
8.5 7.0 7. 7 86.0 

19.3 7. 7 8.2 21.0 
10.6 7.2 7.8 107.0 
9.1 12.6 10.3 14.0 

- 12.6 - 3.1 - 2.2 4.2 
0.0 o.o 4.6 -
5.2 10.3 9.4 18.3 
7.4 7.6 8.0 104.0 
8.1 7.6 8.0 104.0 

32.0 

GROWTH RATES 

11.11 9. 7 10.0 
9.6 4.4 4.0 
8.4 9.0 9.0 

27.0 7.8 7.3 
21.0 7.5 7.0 
4.7 0.3 0.2 

1965 1970 1975 

12.9 13.7 15.6 
12.5 13.1 14.) 
3.1 4.6 8.2 

74.3 67.1 &0.8 
!"11.2 13.8 16.1 

14.S 19.1 22.5 



ATTACHMENT 3C 

IMPORT DETAIL 

' ... 196~ 1972 1973 1974 1975 1976 1980 1985 

A. CONSTANT ~974 PRICES 
(Millions of Dollars) 

1. Food 1i,6 44.5 66.0 276.4 195.1 183.8 166.6 167.2 
2. Other Consumer Goods 26.. 7 291.9 206.1 422.9 489.8 471.9 4ee.9 581.8 
3. Petroleum 267.8 481 .1 .'552 •. 6 762.9 744.8 761.7 932.0 1374.3 
4. Intermediate Goods 379.7 690.1 848.5 1151.8 1309.7 1323.0 1607.5 2386.1 
5. Capital Goods 607.0 959.6 1044.() 1163.6 1484.5 1471.3 1697.3 ~321.6 
6. Total Goods (c.i.f.) 1290.8 24n7. 2 2717 . 1 3777.6 4223 •. 9 4211. 7 4892.3 6837.0 
'l. . Non- Factor Services 231.-8 30J.1 104.4 400.0 404.8 415.8 472.5 . 634.1 
8. Total Goods b NFS 1522.6 2770. 5 28/.1. 5 4177.6 4n28.7 4627.5 5364.8 7471.1 

B. PRICE INDICES 1974 = 100 - -- ----- ------·· 
1. f.'t) od 60.2 56.6 69.9 100.0 83.0 87.0 113.0 153.0 
2. Othe~ Consumer Goods 79 . 4 72.2 106.3 100.0 114.5 121.9 164.2 230.3 
3. Petroleum 23.9 32.2 40.1 1110.0 109.2 1.18. 4 159.1 223.2 
4. Intermediate Goods 83.3 64.2 79.2 100.0 111.9 119.2 160.5 225.1 
5. Capital Goods 53.8 75.9 88.8 100.0 117.2 124.8 168.1 235.7 
b. Totai Goods (L.i.f.) 59.2 63.3 76.8 100.0 112.3 119.5 161.6 226.2 
7. Non-Factor Services 58.8 74.9 88.8 100.0 114.5 121.9 164.2 230.3 
8. Total Goods & NFS 59.1 64.6 77.2 100.0 112.5 120.1 161.R 227.3 

c. CU.RRENT VALUES 
(Hill ions of Dollars) 

1. Food 6.9 25.2 46.1 276.4 161.9 159.9 1S8.3 255.8 
2. Other Consumer Goods 19.6 210.8 219.1 422.9 560.9 575.2 802.8 1339.9 
3 . . Petroleum 64.0 154.9 221.6 762.9 813.3 901.9 1482.8 3067.5 
4. Intermediate Goods 316.3 443.5 672.3 1151.8 1465.6 1557.7 2580. 1 5317.1 
5. Capital Goods 356.9 728.3 927.1 1163.6 1739.8 1836.2 2853.2 5486.1 
6. Total Goods' (c.i.f.) 763.7 15f.2.7 2086.3 3777.6 4 741.4 5030.9 7907.2 15466.4 
7. Non-Factor Services 136.3 227.3 92.7 400.0 463.5 506.9 775.8 1460.4 
8. · Total Goods & NFS 900.0 1790.0 2179.0 4177.6 5204.9 5537.8 8683.0 16926.8 

Country Programs Department I[ 
Europe, Middle East and North Africa Region 
August 25, 1976 



ATTACHMENT 3D 

EXPORT D E T A I L 

1968 1972 1973 1974 1975 1976 1980 1985 
A. CONSTANT 1974 PRICES 

(Millions of Dollars) 
1. 1. Cotton 641.0 495.6 698.2 235.3 376.0 511.0 561.5 717.1 

2. Tobacco 231.2 221.5 198.4 204.5 130.9 193.8 212.9 . 271.7 
3. Hazelnuts (Filberts) 142.1 146.0 134.3 173.2 138.8 191.8 210.8 269.1 
4. Raisins 42.3 69.2 113.2 53.9 56.6 75.8 83.3 106.3 
5. Mining and Quarry Products 60.1 45.2 47.6 79.0 70.3 94.2 124.8 201.0 

2. Manufactured Goods 135.8 402.0 642.4 601.3 445.8 601.7 951.7 1913.9 
3. All Other Goods 120.9 185.9 260.2 185.0 163.1 236.6 374.0 752.2 
4. Total Goods (f.o.b.) 1373.4 1565.4 2094.3 1532.2 1381.5 1904.9 2519.0 4231.3 
5. Non-Factor Services 130.2 29"1.1 279.4 590.8 665.2 718.7 916.9 1410.8 
6. Total Goods and NFS 1503.6 1862.5 2373.7 2123.0 2046.7 2623.6 3435.9 5642.1 

B. PRICE INDICES (1974 -= 10Q.t 
1. 1. Cotton 21.7 38.6 43.8 100.0 60.0 75.7 94.1 131.9 

" '!'obacco 41.0 59.1 67.0 100.0 140.0 147.7 196.0 274.9 
3. Hazelnuts 53.5 79.8 90.6 100.0 110.0 117.2 157.8 221.3 

"4. Raisins 53.4 44.1 50.1 100.0 80.0 85.2 114.7 160.9 5. Mining and Quarry Products 43.4 77.2 87.6 100.0 150.0 159.8 215.1 301.7 ') 
~mnufactured Goods 46.9 59.0 67.0 100.0 111.9 119.2 160.5 225.1 L • 

3. All Other Goods 61.3 77.2 87.6 100.0 114.5 121.9 164.2 230.3 4. Total Goods (f.o.b.) ~~.1 56.5 62.9 100.0 101.3 111.2 150.2 215.2 5. Non-Factor Services 59.9 75.4 85.5 100.0 114.5 121.9 164.2 230.3 6. Total Goods and NFS 38.2 59.5 65.6 100.0 105.5 114.1 153.9 219.0 
c. CURRENT VALUES 

(Millions of Dollars) 

1. Cotton 139.1 191.3 305.8 235.3 225.6 386.8 528.4 945.9 2. Tobacco 94.8 130.9 132.9 204.5 183.3 286.2 417.3 747.0 3. Hazelnuts 76.0 116.5 121.7 173.2 154.1 224.8 332.7 595.6 4. Raisins 22.6 30.5 56.7 53.9 45.3 64.6 95.6 171.1 5. Mining and Quarry Products 26.1 35.1 41.7 79.0 105.5 150.6 268.5 606.4 2. Manufactured Goods 63.7 237.2 430.4 601.3 498.8 717.2 1527.2 4308.2 3. All Other Goods 74.1 143.5 227.9 185.0 186.7 288.4 614.1 1732.3 4. Total Goods (f.o.b.) 496.4 885.0 1317.1 1532.2 1399.3 2118.6 3783.7 9106.5 5. Non-Factor Services 78.0 224.0 238.9 590.8 761.7 876.1 1505.6 3249.1 6. Total Goods and NFS 574.4 1109.0 1556.0 2123.0 2161.0 2994.7 5289.3 123.55.6 

Country Programs Department II 
Europe, Middle East and North Africa Region 
August 25, 1976 



'J'UIO(U 

ATTACHMENT 4A 

BALANCE OF PA'll".&NTS AND EXTE~AL ASS~ 

19'70 1911 1'7l s•u l'h t•75 I 9111 1977 t•n ""' t•llo IUS 

··-· .... .... .... . ... . ... 
A C T U A I. ! S T, PROJECTED •.........• 

SU~Ml-Y ~' 8AL&~CE O' '&YM!~TI 
··•·····•···················•• 
1, fxPJ~T! Cl~CLJOl~G ~'S) ho.o 6'H,o 110'1,0 IS511 1 0 2123.0 21111,0 2991.1,7 32011,7 37117,. 1111110,0 52119,3 ll355, • 
l, t~PJ~T! Ct~CL~~l~~ ~'S) IIH,O 13511,0 1'790. 0 217'1,0 111711,0 5205,0 5537,8 5779,2 11111111,7 711 II ,1 h&l,O 111'1211,! 

'· ~E!:J;~CE t&LA'ICE •172,0 •5?3,0 •1181,0 •1123,0 •2053,0 •104111,0 •251.11,1 •25741,5 •2857,0 •Jill o1 •B93,7 •11571,1 

11 1 • lifT 'ACT')q SE~VIC£ t .. CCl~E t9:S,n H5,0 11111,0 1089,0 1308,0 111141,0 1116,1 11117,0 12411,1 1110 ,II tl10,S I 71!1,11 
,1 ~E' r~rrREsr P&v~r~rs ·117,0 •110,0 •bl,O •S9,o •102,0 •1211,0 •1241,'1 •Zbl,O •lll,. •111'1,5 •532,11 •llU!,5 

,, .~re~ a.,. PJ~ ~LLT L~''~' •112 1 0 •51,5 •bCI 1 11 •63,5 •93,11 •lnll,'l •90,5 •151»,5 •1119,3 •ZIIO,Il •339,0 •1122,8 
,2 ~IqfCT t~v!sT~E .. T IliCO~E -:s:s.o •:h,O •3'.i,O •35,0 55,0 •9,0 ,o ,o ,0 ,o ,o . ~ 
,1 •Jq~fR5 Rl~tTT&IiCES C .. fT) 27 ,1, 0 11'1'1, 0 7110,0 uu,o .11121», 0 tlll,O 1300,0 11130,0 1573,0 1730,3 1903,1 lOt>S,l 

5, CJq~~~T Tq&.,.S~ERS ClifT) ~.o b,O :so,o 19,0 27,0 22,0 25,0 27,5 :SO,) B,3 H,ll se,• 

II, !&L&~CE ~ .. cuqq[ .. T &CC~U .. T •171,0 •122,0 •11,0 4115,0 •7111,0 •11178,0 •11.100,0 •1380,0 •15~5,7 •1767.1 •IIlii&,, •2195,5 

'· ,Rtv&TE OlqfCT l~V[ST~[ .. T 58,0 415,0 Gl,O 27,0 811,0 lS:S,o 150,0 1112 1 0 115,0 tn,o 2011,1 Z91l,ll 
!1, CR& .. TS L GR& .. T•Lt<[ 'L:J•S 111,0 112,0 55,0 50,0 511,0 'ftt,O 100,0 .Hs,o 375,0 175,0 }75,0 HS,C 

'UILtC M'L' LOA~S 
~. ')t!!!J:f!IE"!:~TS :SZI,l 1108,9 177 .o JU 1 5 314 1 0 312,] 335,0 102,11 9110,1 1525,3 181111,9 Hllt,ta 
Ill, ,~,RTIZ&TI:l-. •12&.~ •110,1 •1111,1 •12"· 7 •13•,2 •11111,1 •135,0 .,nz,5 •)1111,7 •1133,& •511,. ·•111&2,1 
II, ~ET 'IS~u~S!~E~TS 192.5 29&,2 2111,0 2711,1 1741,& 1111,5 200,0 11.9,9 o35,T 1091,5 1327,2 2257,2 

~T~~- •'LT LOA'~S 
ll, 'ISaJQS~·E~TS 1,0 9,5 17 •• 21»,11 22 •• 22,1 ,o ,o ,o ,o ,o ,o 
U, A'I:J;jfllf.TI:)~ •l..,t! •1 1 0 •1,2 •2ol •11,1 •12.41 ,o ,o ,o ,o ,o ,o 
111 1 ~ET 'IS!!u~S[~f~TS •2,2 11,5 111,11 21.1,7 111,5 IO,J ,o ,o ,o ,o ,o ,o 
15, JS~ J' t"' RES~vR:!S 1111,0 •U,1 .,~.o •11,11 ,o 29&,0 ISO,O ,o ,o ,o ,o ,o 
111, s~~~T•T!It" CAPITAL 

TQ&>j5ACTl0.,.! 18,0 111,0 lll,O ·221.1,0 110.0 0011,0 800,0 500,0 100,0 300,0 JOO,O 300,0 
IT, C&'IT&L T~&~S&CTIJ~S ~!I ·711,3 •21,7 9,8 101,5 •110 1 ) U3,l ,n ,o ,o ,o ,o ,o 
18, CMl>j~[ ~~ ~fSEDV[S 

C• • l.,.CDE&Sf) •1811,0 •1lo,'f •5•11,0 ·727,. 1)1,0 1120,0 ,o •12•·• ,o •IIIB,o •21', 7 . ., ... 
19, liET ':lOfi~~ ErC~A~GE (I) 

•fSfRVfS !E~O O' P[R100) UI,O 7111,0 11101,0 zuo,o 111111,0 101»41,0 12115,0 I Jill, • ll'1,9 1s•o.1 11110,0 3170,0 

0 
~-·~T , .. , LOA~S CO~~ITME~TI ..•.•.......•...•...••••..• 
t, ~''I:IAL t;thiiiTS .o ,o ,o ,o ,o ,o ,o 25o,o z~o,o 250,0 250,0 zso.o 
z. T:lT&L Pu8LlC ~LLT LJAIIIS C1&7.11 2~11,11 115l.O 11'5J,Il 5ll,l 5118.7 775,0 6o5,o lllZel 17011,3 203!1,11 lellll, 3 
,I I!q:> 110,0 511,5 177,0 !O'),O 228,0 158,0 250,0 250,0 250,0 l50,0 2'.iO,O 250,0 
,l ro• ,o 19,!1 111,3 30,0 ,o ,o ,o ,o ,o ,0 ,0 ,o 
1 1 :lTMfO •uLTlLATF.DAL Ill ,II 211,0 2~t,o 811,11 127,11 31,1 100,0 110,0 120,0 uo,o 1110,0 1.75,5 
1 1 C:lV!q"•f'<~TS zc.&,CI 1511,5 Ul, 9 l'fo,o tG'·' 180,5 225,0 2415,0 295,0 1115,0 1170,0 ileT,ta 
.5 ~' .~re~ CE~T~ALLY 'LA'I~fO 

,. 
£C1"::'1"1ES C2l 113,7 2,7 8,5 l,O ,o 2,8 50,0 so,o 15:0 100,0 150,0 zz•.• 

,11 S li PP~IfQS 47,2 20,7 ll.• u.s 1,11 27,9 2oo,n zoo,o 250,11 250,0 250,0 100,11 
1 7 'IIIA"CI&L l~iSTtTUTtJNS ,n 9,5 1,0 l11,9 2•.o 1'11,2 ,o ,o ,o ,n ,o ,o 
,II !l::l"05 ,o ,o .o ,o ,o .o ,n ,o ,0 ,o ,o .o 
,9 •u~LIC L 1&>jS '<~El ,II ,o ,o .o ,o .o ,n ,o '"·' 1189,} lllll •• Ul11 1 3 

3, ~T•[Q •\LT L,,.,.S C•~ERE 
hATLA8Lf) 17 ,II ll,7 311,2 1'1,1 11,7 341.8 ,o ,o ,o ,o ,o ,o 

~E•O•&NOU~ JTE•s 
····-··········· 
I, ~~'"' ~L~"E~T ~' T~TAL 

::J'" 10 JT"f"'T! 1111 0 200 43.600 34.700 38.800 31.700 14,900' tll,UO 11,115 .n,•eo 211,0711 21.1142 111,2 ... 
~. &Vf'O&~f I-.T~R!ST (P[IICE~T) ,OH ,O:SII ,ou ,0411 ,0')5 .n741 ,0118 .o&6 ,on .oao ,0!!0 ,05') 
1, AVf~&~f •ATJRlTY (YfAQS) 19,100 2•,200 li,.OO 241,800 ll,TOO sa,ooo 111,090 t•.z•6 11.•u t ~ 1770 ll,SH u,zn 

································~·-·· II ~!T '~q[%0~ &SS!TSI USI EQUIVALE~T O' I.IHI Sa, 

Zl I .. CLYOES CMIA C~J~o~T•IES, 'l0'LIS •!'UILZC 0' CMZ~'' NORTH 
K~~r&, .. O•T~ Vt[T~A•, 

OATI O' ~''fiT . u'O&TI 0111817• 
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TURKEY 

ATTACHMENT 5 

Page 1 of 3 

Country Economic and Sector Work Program 

FY77 - FY8l 

The first basic economic mission visited Turkey in April-May 1973. 
Since then there have been updating mi'ssions, but no substantial sector work 
until May 1976 because of Government resistance. In FY76, an updating eco­
omic mission visite.d Turkey and its report is now under preparation. In ad­
dition ·to its regular updating activities, the mission looked into agricul­
tural price support policies, employment, wages and external migration trends. 
The industrial sector mission (FY76) focused on small scale and export or­
iented industries to identify projects suitable for Bank financing. During 
FY77, the work program will primarily aim to provide a firm foundation for 
the next basic economic mission, scheduled for FY78. It includes new sector 
missions in agriculture, power I ene.rgy and urbanization. The basic economic 
mission will review macro-economic trends · and economic policy directions, 
analyze sectoral developments building on the work of the earlier sector mis- . 
sions, and study trends in population, manpower and employment, industry and 
transport, as well as review the achievements of the Third Five-Year Plan and 
evaluate the proposed Fourth Five-Year Plan (1978-82). 

After the basic mission, there will be annual updating missions to 
support operational work and CPPs. Sector work will be related to upcoming 
operations. In FY79, a special study will review urban water supply problems 
and policies. In FY80, two sector reviews in .agriculture and tourism will be 
undertaken. In FY81, a new review of industrial issues and prospects will be 
needed. 



- Fisc~l Year and Desc r iption 

FY76 

. _9_<2~>nt_~L ... l~ C.';!!~~~'!J. c. rh:~~n·and l~ 
!Jpd .J U~ ec onomi c in fonnat ton a nd pre pare s pec ial 
rt'V i. e \o~s of r e c ent developmen t.s -i n ( a) f isr;al and 
:no netat:- y pol icies~ ( b) pri.ce, c redit and incentive 
poJ te Jes re agr ieul t ure; (c) manpower, especially 
mtgrant workers. Mission returned; report being 
prepar ed. 

· l ndustr ia l Sector Hission 
Sub-sector review focused on export and small-scale 
i ndustries. ·Mission returned; report being prepared. 

FY77 

Country Economic Memorandum 
Update economic information and identify fundamental 

. issues for examination by basic economic mission. 

Agricultural Sector Mission 
To review rural development policies and programs; 
to identify prospects for rural development, par­
ticularly through rainfed farming and livestock 
production; and, subject to Government approval, 
to review agricultural price and incentive policies. 

Urbanization Sector Mission 
To rev~ew urbanization trends, policies, target 
g roups and investment priorities to reach urban 
poor J.n I stanbul and elsewhere. 

~W(~r /f:: _!:!_~~.!..SY__§-~ctor Review 
Hr oad s ec: tor· rev fe"; i n preparation for basic 
eco nomi.c missio n. 

FY/8 

Basic Ec onomic Memorandum ------- --- - ----
R(:> view mctcro-economic trends and economic policy 
directions, prepare analysis of all sectors covering 
agriculture, industry, transport, urbanization, 
energy; special review of population/manpower/ 
employment, and special review of Third Plan and 
evaluation of Fourth Plan (1978-82). 

ATTACHMENT 5 
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Responsible 
Department 

EM2 

NDP 

EM2 

EMP 
DPS 

CPS) 
DPS) 
tli2) 

EMP 

EM2 

· Total 
Man Weeks 
Required 

75 

40 

49 

75 

29 

42 

100 



Fiscal Year and Description 

Transport 
Support for basic economic mission. 

Industry 
Support. for basic econo~ic mission. 

FY79 

Country Economic Memorandum 
Update economic information. 

Special Water Supply Study 
Review urban water supply problems and policies. 

~ountry Economic Memorandum 
Updating economic information. 

Agriculture 
Support for country economic memorandum. 

Tourism Sector Review 
Updating sector information. 

FYH1 

Country Economic Memorandum 
Updating economic information. 

Industrial Sector Review 

ATTACHMENT 5 
Page 3 of 3 

Responsible 
Department 

EMP 

EMP 

EM2 

EMP 

EM2 

DIP 

TMP 

EM2 

NDP 

Total 
Man weeks 
Required 

20 

10 

30 

30 

30 

12 

16 

30 

20 



country 

AFGHANISTAN · 
ALGERIA 
CYPRUS 
EGYPT 
GREECE 
IRAN 
IRAQ 
ISRAEL 
JORDAN 
LEBANON 
MOROCCO 
OMAN 
ROMA,NIA 
SPAIN 
SYRIA 
TUNISIA 
TURKEY 
YEMEN (YAR) 
YEMEN (PDRY) 
YUGOSLAVIA · 

EXPECTED AND ACTUAL. DISBURS»!ENTS FOR 

PROJECTS UNDER EXECUTION - EMENA REGIO~ 
(As of March 31, 1976) 

N 0~2/ o. "' 
Proj. under 
Execution 

8 
9 
6 

13 
8 

20 
4 
5 
8 
2 

16 
2 
7 
4 
5 

20 
21 
9 
4 

21 

(US $ Millions) 

Total3/ Expected4/ Actual 
Amount to be Disburse-

Committed · Disbursed menta 

67.0 
323~0 

44.5 
402.5 
217.3 
837.0 
120.4 
155.0 

49.8 
39.6 

440.0 
8.4 

349.1 
185.7 
207.4 
293.2 
853.3 
73.2 
29.2 

775.4 

27.1 
94.1 
33.8 

250.4 
76.8 

694.5 
61.8 
98.8 
33.3 
32.4 

271.7 
2.8 

98.9 
140.2 

43.8 
166.2 
464.9 
28.4 
10.8 

449.8 

12.5 
48.2 
'23.3 

121.1 
31.4 

516.9 
22.8 
65.1 
22.3 
5.4 

206.8 
0.1 

39.4 
102.0 

1.0 
96.2 

294.1 
11.1 

3.0 
292.0 

TOTAL (Excluding Part I countries) 5471. 0 3080.5 1920.7 

Part I 
Countr 

IRELAND 
FINLAND 
ICELAND 

GRAND TOTAL 

7 
2 
2 

138.0 
40.0 
17.0 

5666.0 

80.6 
20.9 . 
14.4 

3196.4 

63.8 
19.4 
12.4 

2016.3 

AttacluDent 6A 

% 
Actual to 
Expected 

46 
51 
69 
48 
41 
74 
37 
66 
67 
16 
76 
04 
40 
73 
16 
58 
63 
39 
28 
65 

62 

79 
93 
86 

63 

1/ Based on Cumulative Estimated and Actual Disbursement Tables aa ot March 
31, 1976 for loans and credits not fully disbursed. 

2/ Actual number of lending operations is· higber as both loaDS and credits 
were provided for some projects. 

3/ Less cancellations 
4/ Based on original appraisal estimates 



.... 

Attachment 6B 

EXPECTED AND ACTUAL DISBURSEMENTS OF BANK GROUP 

LOANS AND CREDITS FOR MAJOR BORROWERs!/ 

(As of March 31, 1976} 
(US $ Millions} 

No. of 2/ Tot~ Expect~/ Actual % 
Projects Amount to be Disburse- Actual to . 

Country . Under Execution Committed Disbursed menta Expected 

BRAZIL 35 1906.2 1044.1 755.4 72 

INDIA 50 2464.2 1031.9 644.3 62 

IRAN 20 837.0 694.6 516.9 74 

KOREA 24 996.8 415.9 327.7 79 

MEXICO 18 1122.8 472.9 269.6 57 

NIGERIA 18 477.6 225.4 142.0 63 

'"liLIPPINES 21 600.2 233.7 162.2 69 

THAILAND 15 430.5 181.1 106.0 59 

TURKEY 21 853.3 464.9 294.1 63 

YUGOSLAVIA 21 775.4 449.8 222.0 65 

TOTAL 10464.0 5214.3 3510.2 67 

!I Loans and Credits not fully disbursed. 
Based on Cumulative Estimated and Actual Disbursement Tables as of 
March 31, ·1976 

) !~t.u .3J. to 
hr~.ected 

(~. of Dec. 
.. 31, '1974') - . 

68 

81 

63 

88 

70 

56 

56 

66 

51 

6o 

69 

2/ Actual number of lending operations is higher as both loans and credits 
provided for same projects. 

1/ Less cancellations 
il Original appraisal estimates 
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TURKEY - COUNTRY PROGRAM PAPER 

Postscript 

CONFIDENTIAL 

DECLASSIFIED 

APR 1 0 2013 
WBG ARCHIVES 

78. This paper was reviewed at a meeting chaired by Mr. McNamara 
on September 16, 1976. The five-year lending program and the economic 
and sector work programs proposed in the CPP were approved. 

79. The main concern expressed at the meeting was Turkey's ability 
to raise sufficient external resources to achieve its target of a high 
growth rate, and whether in doing so, it might not have to accept terms 
endangering its financial position. The Region pointed out that the 
macroeconomic projections assumed continuation of the Government's 
objective of 8 - 9 percent growth, and that a moderate but still reason­
ably rapid growth rate, would significantly reduce the foreign exchange 
requirements, although it would imply an increase in the Bank exposure 
if the proposed lending program were to be approved. At the same time 
there clearly were financing avenues which the Government had been slow to 
explore and whose vigorous pursuit, coupled with prudent debt management, 
could help achieve the external resource mobilization necessary to attain 
the high growth rate. These included tapping Middle Eastern sources of 
aid, Middle Eastern capital markets, bond and loan markets in Europe and 
the US, increased use of suppliers' credit and possibly a more dynamic 
approach to the OECD Consortium. The changed structure of the economy 
since the 1960s implied a non-reversal of the import liberalization trend, 
and a tight balance of payments as a concoreitant to rapid growth. 
!-Jr. McNamara stated that Turkey was both a high risk and a high opportunity 
country for the Bank, and that if the Government gained sufficient politi­
cal power after the 1977 elections and addressed the major economic 
weaknesses, particularly export performance, there might be scope for 
increased Bank lending at that time. · 

80. The t~rust and composition of the proposed lending and sector 
programs, and es'sentially the general shift away from infrastructure 
lending, were commended at the meeting. Mr. McNamara hoped that the 
program would permit relief from the recent policy controversies encot:ntered 
under the ongoing projects. At the same time, he emphasized that lending 
to Turkey must be underpinned by adequate sector knowledge, and hen.ce the 
need to ensure the implementation of the sector work program. While 



- 2 -

recognizing the recent breakthrough with the Government on initiating· 
considerable sector work in Turkey, he indicated that in the event of 
future noncooperation with the Bank for sector work, he would be prepared 
to considera reduction not only in lending for the sector conc~rned, but 
also in the total Turkish program. 

81. The approved lending program is attached as Annex I. 

EMENA Region 
October 20, 1976 
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. ·cuRRENT 'LENDING 'PROGRAM 
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FY78 

· ·ANNEX G (ii) 

. . 'TURKEY 

Tentative 5-Year Lending Program Reflecting Lending Totals 
Approved up to FY82 and .Regiona1 Management ·necisions as of March 24, '1978 

FY79S · -- $m 

100 
50 
30 , 

110 
290 

$m 

20 Karakaya 
Erdemir II 
Forestry Development 
Unallocated!/ 

Approved Total 

FY79 

Livestock IV 
IGSAS II 
Ports III 
Rural Development II 
Sumerbank 
Unallocated 

Approved Total 

FY80 

Seed Production (from FY80S) 
Export Industry (from FY80S) 

(private sector text.mod.) 
Highways (Phase I Trans-Europe 

Highway) 
SEKA III (Karadeniz) 
TCZB II (or Fruit & Veg.II) 
DYBIII(ess. medium scale 

and employment gener. units) 
Industry Unidentified (poss. 

tractors) 
Over allocated 

Total 

20 
50 
50 
50 
50 
35 

255 

40 
70 

70 

70 
75 
75 

65 
-60 
405 

Livestock IV 

..... 

FY80S 

Seed Production 
Export Industries (private 

sector textile modern.) 

FY79R 

Grain Storage 
Istanbul Urban 
Telecom. I 
Bati Raman (engineering) 

FY81S 

Istanbul Sewerage I 
Industry (poss. minerals) 
Urban (low-income housing 

mortgage bank) 

FY80R 

Population 

!/ Unallocated amount could be used to reduce existing financing gaps in the 
three FY78 projects. 

40 
70 

50 
30 
50 

5 

) 

, 'fit~ ..... 

70 
100 

50 

. 40 
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FY81 

Istanbul Sewerage I (from 70 
FY81S) 

Industry (poss. minerals) 100 
(from FY81S) 

Export Ind. (integ. leather 60 
development) 

Urban (low-income housing mtg. 50 
bank) (from FY81S) 

Rural Development III 60 
Gas Unident. (pos~.Bati Raman) 60 

Total 400 

FY82 

1-tarmara Port (from FY82S) 100 
Small-scale Ind.Estate (from 60 

FY82S) 
T~vestock V (from FY82S) 25 

Jrestry Development III 70 
(from FY82S) 

T·elecom II 50 
DYB IV (ess. medium-scale· & 90 

employment generating units) 
Ind. (uniden., poss.cement) 70 

Total 465 

FY83 

TCZB III (from FY83S) 100 
Istanbul Water II (from FY83S) 80 
Export Ind. (Phase II, priv. 

sector textile rehab.) 
Rural Development IV 
Urban Development (unident.) 
Ind. (minerals 2) 

Total 

TOTAL: FY78-82 

EMENA CPIIA 
March 24' 1978 

100 
70 
50 

100 
500 

1815 

-2-

FY82S. 

Marmara Port 
Small-scale Ind. Estates 
Livestock V 
Forestry Development li _ 

FY81R 

Lower .Firat 
Urban Power Distribution 

FY83S 

.-

' 100 
60 
25 
70 

100 
60 

TCZB III 100 
Istanbul Water II 80 
Export Ind. (possibly Phase II 100 

private sector textile modern.) 

FY82R 

Gas/Oil Develop. 100 

FY84S 

Istanbul Sewerage II 
Small-scale Ind. Estate II 
Seed Production II 
Ind. (unident.) 

FY79-83: . 

100 
60 
50 

100 

2025 

• _ ... __ ,._.a .,, 

' ..-il - · ~ 
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ANNEX G( i ii)(a) 

BA~l:l:: m· I'Antt:I'HS AND t:XTI::I\NAL ASSl!i'fANCI:: 

(ln Curn•nl US$ tt1llions) 

Aclual 1-:!lt. 
1~70 1\)72 1474 1~75 1 ':17o TITI' 

A. Sl'~t.'IARY OF t:ALANCE OF PAntENTS 

1. Exports and NFS 760 1100 2123 2139 2835 2534 
2. Imports and NFS 1132 1790 4121 5191 5657 6487 
3. Resource Balance -372 -681 -1998 -3052 -2822 -3953 
4. Net Factor Service Income 193 643 1253 1152 691 546 

a. Interest (net) -47 -62 -102 -124 -217 -320 
b. Workers' Remittances 273 740 1426 1312 983 982 
c:. Profits -33 -35 -71 -36 -75 -116 

5. Transfers (net) 8 30 27 20 30 12 
6. Balance on Current Account -171 -8 -718 -1880 -2101 -3395 

7. Private Direct Investment 58 43 88 153 27 67 
8. Grant and Grantlike Flows y 117 55 58 98 133 76 
9. Public: N&LT (gross) 337 304 269 322 362 313 

10. Amortization on Public: M&LT 197 127 156 147 182 188 
11. Public: ~:&LT (net) 140 177 113 l75 180 125 
12. Short-term Capital (net) 18 332 60 840 1443 2795 
13. UIF 48 -98 197 149 
14. Gapfill (net)/2 
15. Capital n.i.e. -24 65 -32 55 21 .J 16. Changes in Reserves (- 2 inc:rease).Ll -186 -566 431 417 114 311 

B. LOAN COI-IMIT:·i.ENTS 

Total Public: M&LT 487 453 533 589 1206 .. IBRD 40 177 228 158 237 
b. Other ~lultilatera1 132 29 3 54 
c:. Governments 268 184 149 180 574 
d. Suppliers and Financial Institutions 47 27 28 h9 316 
e. Others 36 68 29 26 

c. M&LT EXTERNAL DEBT PUBLIC EXTERNAL DEBT Ou t s t ancin8 
(Disbursed Only) Dec . 31. 1977 

1. Total Debt Outstanding 1840 2448 3097 3180 3536 /.221 ~ ?ercent t 
(end of the period, DO&D) . 

2. Interest 42 64 93 104 123 162 IBRD o.nd IDA 766 18. 1 
3. Amortization 135 166 141 145 151 188 Other Multilateral 553 13. 1 
4. Total Debt Service on M&LT Debt 177 230 234 249 274 350 Governments 2426 57. 5 
5. Debt Service Ratio.Li Financial Institutions 320 7. 6 

a. Debt Service/Exports NFS 23.2 20.7 11.0 11.6 9.7 13.8 Suppliers' Credits 105 2. 5 
b. Debt Serv i ce /Exports NFS and Others 51 1. 2 

Workers' Remittances 17.1 12.4 6.6 7.2 7.2 10.0 
TOTAL l-l&lT DEL! 4221 .!.22.:.Q 

6. Terms : 
Interest DO&D/Total DO&D 2.3 2.6 3.0 3.0 3.5 3.8 
Debt Service/Total DO&D 9.3 9.2 6.0 . 7.8 7. 7 8.3 

7. IBRD IXY ... D/Tota1 DO&D 2.8 3.7 6.5 9.0 15.7 18.1 
IBRD Debt Service/Total DO&D 

Debt · Service 3.2 5.0 9.1 12.4 14.8 20.5 

/1 Mos tly imports with wa ivers. 
72 R~ lcvan t on ly to proj ect i ons of capital flows. and should be regarded as a residual. 
73 As r epor ted by country sources and is d i fferent from IFS (IMF) fi gures. 
i4 Rcprc· s~nt debt s ervice obligations only on t-I&LT 00{.0, l!xcludinjg debt service on short-term obligations. 

~l:t rl: h 2 1. I 'Jl'd 
A.W. 
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A. NAT!C'::AL ACCOmiTS 
(TI. Bi Ilion, 1976 Prices) 

Gross Domestic Product 
Gain from Terms of Trade 
Gross Domestic Income 

Exports (g + nfs) 
Invorts (g + nfs) 
Re source Balance 

Investment 
Cons ump tion 

[\Q:nc·s tic Savings 
~;at ional Savings 

B. SEC TOR O~TPUT 

Agriculture 
Ind us try 
Services 

C. PRICES (1976 • 100) 

Export Prices {in dollars) 
I~?ort Prices (in dollars) 
Terr.~s of Trade 
GD? Deflator 

Av . Exchange Rate ($1.00 • TL) 

D. PL'3LIC FI::AXCE 

Cen tral Govt . Revenue 
Central Govt. Expenditures 

Public Sector Deficit ~/ 

E. SEL::CTE D r::DICATORS 

IC0~ 

I ~?o rt Elasticity 
Ave r age Xationa1 Saving Rate 
~!a r g i na l :;a tional Saving Rate 
In vt:5 t i:h"nt /GDP 
l r:l;JO rt s /GDP 
Resource Balance/GOP 

1970 

423.5 
-2.3 

421.2 

21.8 
31.4 
-9 . 6 

79.5 
353.6 

67.6 
73.8 

30.0 
26.9 
43.1 

44.1 
51.1 
86.3 
34.4 

ll.S 

19.9 
22.5 

na 

ECt•~~mttC IJU'I:.: I .O t':· ll : ~ ; T DATA sm:n l./ 

Actual 
1974 1975 1976 

557.8 607.7 659.0 
1.5 -0.4 o.o 

559.3 607.3 659.0 

34.5 29 . 6 36.1 
71.5 81.2 85.0 

-37.0 -51.6 -48.9 

118.3 145.8 156.0 
476.5 513.5 55 2.0 

82.8 93.8 107.0 
104.7 114.0 llH.O 

Share of GDP (factor cost) 

27.4 2 7. 9 28.5 
28.1 27.7 2 7. 1 
44.5 44.4 44.4 

87.6 92.5 100.0 
83.3 93.7 100.0 

105.2 98.7 100.0 
73.4 ~5.4 100.0 

13.9 14.4 16.1 

As ~erc ent of GDP 

17. 1 20.3 20 .7 
18.6 21. 7 22.4 

3.7 5.4 5.8 

-

1970-77 

3. 19 
2.J8 
0.18 
0.16 
0.22 
0 . 11 
0.05 

Estimated 
1977 

Gro\\•th Ra•. ·~~ 

70-77 
Share of GOP 

1976 

695.0 7.3 100.0 
-0.3 

694.7 7.4 100.0 

32. 0 5.6 5.5 
'1 6.7 17.4 12.9 

- 64.7 7.4 

165 .7 11.1 23.7 
5':13 . 9 7.7 83.8 

lt J!, . h 6.4 16.2 
11.3 . 1 6.4 17.9 

-----
21. 5 
2 7.ij 
4o.o 

107.4 
l ll':S . 3 
·~q . 1 

12::> .0 

18 . 0 

22.6 
26.6 

6.6 

4.4 
10.7 
9.0 

13.6 
11.3 

20.2 

F . LAUOR FO KC E 

Civili a n J.ahor Force (mi.llion) 
l'ncmp lo )ml.• nl (;. :.Jnucr employmcnt 
C:ivi I i a n Employment (million) 

Of \yhich ( i , ): 

:\ ); ri l'llltllrc· 

t ndu :; try 
Serv ices 

(i. of CLF) 

1/ 1o t a ls may not add up because of rounding . 
JJ Borrowing requirement of centra l government plus St a l• ~ Economi c f.nt, ·rprist· s and o ll11 :r pub! ic :luliH,ritit· s . 

Est. 
1965 .!J70 1975 1977 

~ 12.9 13.8 . 15.6 16.4 
'1.7 ll.Y 13.0 lJ.) ~ 

12.5 13. 1 14.3 14.9 
GJ -. 

74.3 67.1 61),8 57. 7 1-'• 
11.2 13 . 7 16 . 1 17.5 I-'• 
14.5 19.2 23.1 24.8 1-'• 

'-" -. 
Ill 
'-" . 

: ..• rch 21, 1978 
A. '"• 
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ANNEX G(iii)(b) 

ECONOMIC BACKGROUND, CURRENT SITUATION AND FUTURE PROSPECTS 

Introduction 

1. The record ·of Turkis economic 
decades is in most respects ver~y~g:o~o~d~.~~A;-:s:t~r~o:n~g~~c~o~nun~1~;;~~~:;~a~p~1~ 
and modern i zat1on (and also to demo~acy and popular participation) 
enabled real output to grow, on average, by more than 6 percent per annum, 
and has led to great trides towards meeting the basic needs of the larg~(41 
million) population in such areas as e uc upp y and health care. 
This impressive progress, however, has been punctuate 1n 958 l97o-and 
.1977 evere balance of a ents crises. These crises have in part een 
caused by extraneous factors; but· they have also in part been a product of 
Turkish development strategy, which has aid insuffici ttention to the 
structural weaknesses of the economy, and has perhaps exacerbate 

> 
them. 

Structure and Structural Problems 

2. Since its inception, the Turkish Republic has laid great stress on 
industrialization. The rise in the share of the industrial sector in total 
output from about 15 percent in 1955 to about 28 percent in 1977 is largely a 
reflection of the priority which it has been given in the allocation of 
investible resources. Agricultural development, on the other hand, has been 
relatively neglected. Agriculture still contributes about a quarter of totai 
output; but 1nappro riate subsidy and r1c1 'es have led t q_misallo-
cation of land use (away rom graz1ng to crops, and among different crops Y7 to 

ermeclian1zation, and to insufficient improvement of dryland farming which 
is the main type of agricultural ac 1v · er1or o the country. 
Product ion has also been constrained by inadequate implement at ion ·of irri-
gation schemes and ineffective extension services. As a result, and although 
the modern subsector of agriculture in irrigate~regions and coastal zones is 
reasonably efficient, agricultural labor productivity is on average only abo~ut 
one fifth of that in industry. 

3. Turkish industry ; moreover, is itself on average ~ 
ef c1ent by intet national standards. One reason for this is strong /.~ 
emphasis has been placed, especially in recent years, on large-scale cap;tai: ~~F) 

projects. This has been viewed as the best way to ·rDV1 
rapid transfer of sophisticated technology; but it has resulted ~ 

hi h-cost rod i in certain sectors, which have had to be heavily 
~~~~ww--~from foreign competition by quotas and tariffs; and it a aggravated 

. a growing surplus of labor. Some parts of Turkish industry, by contrast, are 
efficient, and many have the potential to become efficient. But the rather 
unselective way in which protection has been applied has tended to limit the 
evolution of sectors beyond the infant industry stage, and more generally has 
inhibited the development of an industrial structure well suited to Turkey's 
comparative advantages in terms of location, natural resources, and labor 
availability. 



4. Turkey has a mixed economy. There is a large and flourishing pri-
vate sector, officially encouraged by a variety of investment incentives. 
However, a leading role in implementing the heavy industry strategy has been 
played by State Economic Enterprises (SEEs), which dominate the transport and 
power sectors, and account for half the output of mining and manufacturing. 
The EEs are expected to pursue social as well as economic objectives, espe­
cially in regard to pricing, investment and employment decisions. This has 
led to pz or financial performance, which in turn has been a major contributor 
to large public sector deficits in recent years. The efficiency of the SEEs 
has been impaired al s o by shortages of managerial and technical staff as a 
result of uncom etitive remuneration. 

5. It is tentatively envisaged that Turkey will join the European 
Economic Community in the 1990s. To date, however, Turkish foreign trade 
policy has e asized s f- el· ·- substitution first in consumer 
goods and sub~equently in basic industries. One important conseque nce of 
this, as well as of the pattern of industrialization outlined above, has been 
that Turkey has failed to develop a large industrial export base. Instead, it 
has relied mainly on 1ts trad1t1ona agr1cu tura exports supp mented by 
workers' remittances) to finance the imports of machinery and materials neces­
sary to accomplish its industrial transformation. This pattern of trade, in 
combination with the neglect of agricultural development (including the devel­
opment of agricultural exports), has been a fundamental cause of the difficulty 
which Turkey has experienced in reconciling rapid growth with a viable external 
payments position. 

The Third Plan: Targets and Performance 

6. The somewhat checkered record of Turkish economic development is 
well exemplified by the events of the past five years (1973-77), w~ich 
coincide with the period of the Third Plan. The Plan envisaged growth of 
GDP at 8 percent (compared with under 7 percent achieved in the Second Plan 
period); the share of investment in GDP was projected to rise from 19 to 23 
percent; the current account balance was expected to improve as a result of 
faster growth of exports and increased workers' remittances; and hence there 
was to . be a reduction in the inflow of foreign capital, which was to be 
matched by a rise in domestic savings, especially in the public sector. 
Unemployment was expected to increase somewhat; but inflation was to be 
held to moderate levels. 

7. As regards growth and investment, the achievements of the Third Plan 
period were fairly close to these targets. The average annual increase in 
·real GDP was over 7 percent; and the average share of fixed investment in GDP 
was above 20 percent. But in most other respects, Plan targets were not met. 
The ublic sector instead of savin more, went ro further into 
deficit; the rate of in a 1on rose to over ~0 Eercent; and account 
deficit rather than declining, increased enormously, which an 

isis in 1977. 
~~~~~~~~~==~~~~ 



, .... ,--. .. 

8. In succeeding paragraphs, economic developments in Turkey s1nce 1970 
are analyzed in greater detail. An assessment is also attempted of t ·he future 
prospects of the economy, with particular regard to (a) the measures recently 
taken by the government, and (b) other measures needed to achieve and sustain 
an improvement in performance. 

Production, Investment and Employment 

• 9. The most conspicuous feature of the recent growth of production in 
Turkey, unlike almost every other country, is that it accelerated during the 
world recession. The average annual real rate of GDP growth in the period 
1970-73 was under 7 percent; in the period 1973-77, it rose to nearly 8 per­
cent. 

10. Part of the explanation for this is to be found on the demand side. 
Reduced exports and the increased outflow of payments for oil both tended to 
dampen demand for domestic output after 1973; but this was more than offset 
in Turkey by the expansionary effect of a rising public sector deficit. As a 
result, the growth of output was not, as in many countries, constrained by 
lack of demand, but was determined by supply side considerations. 

11. Of these, the most important (in terms of explaining the increase 
in the growth rate after 1973) was a marked improvement in the performance of 
agriculture, as a result of favorable weather and ·good harvests in 1975 and 
1976. Thus agricultural output, wh1ch ha grown at an average annual rate of 
2 percent · the period 1970-73, grew at an average annual 
~--~~7 the period 1973-77, despite zero growth in 1977. 

12. Industrial output grew no faster after 1973. But it maintained the 
average real growth rate of around 10 percent which it had achieved up to 
1973, principally as a result of the sustained high level of prior industrial 
investment. The pace of investment in Turkey, moreover, did not slacken 
during the world recession. On the contrary, from 1975 onwards, as may be 
seen in the public fixed investment figures in table 1 below, the government 
intensified its industrialization drive (although the rate of realization of 
investment plans declined). This increase in public investment was paralleled 
by higher investment in the private sector in response to buoyant demand, easy 
credit and generous tax incentives. 

~ - . . ... -

L 



Table 1: RESOURCES AND EXPENDITURE 
(Percentages of GDP) /1 

Est. 
1970 1973 1974 1975 1976 1977 

·GDP 100.0 100.0 100.0 100.0 100.0 100.0 
.Imports (g + nfs) 7.4 9.8 12.8 13.4 12.9 13.9 

Total Resources 107.4- 109.8 112.8 113.4 112.9 113.9 

Gross Fixed Investment 17.6 18.1 18.5 21.0 22.1 22.6 
Public 9.3 8.9 8.8 10.4 11.4 12.1 
Private 8.3 9.2 9.6 10.6 10.7 10.6 

Stock' Changes 1.2 0.8 2.7 3.0 1.5 1.2 

Consumption 83.5 83.7 85.4 84.5 83.8 85.5 
Public 12.0 14.1 13.5 12.7 12.8 14.6 
Private 71.5 69.5 71.9 71.8 70.9 70.8 

(Gross Domestic Savings 16.5 16.3 14.6 15.5 16.2 14.5) 

Exports (g + nfs) 5.1 7.2 6.2 4.9 5.5 4.6 

(Resource Gap 2.3 2.6 6.6 8.5 7.4 ·9. 3) 

/1 Totals may not add up because of rounding. 

13. In 1977 itself, the growth rate of real GDP declined, to about 5 per-
cent. This was in part a reflection of the zero growth rate of agricultural 
output. In addition, the growth of non-agricultural output was adversely 
affected by a .decljpe jp the rate at capagity utiJizati GP as a result o.t ,.. 
(a) shorta es of electri · caused by malfunctions in the already over­
stretched generation and transmission system, (b) a prolohged strike in the 
metal-working industries, and (c) ad hoc · rictions imposed by the 
government in response to the foreign exchange crisis, whic led to shortages 

-of imported inputs. 

14. The favorable performance of Turkish production during the 1970's 
·was not matched by employment. While Turkish labor statistics are far from 
,good, it would appear that urban and rural unem 1 d underemplo t 
stood at a high level (12 percent of the c1v1 ian labor force 
have since r1sen somewhat further, to over 13 percent in 1977. This increase 
is in part attributable to the world recession, which caused th~ annual rate -
of emigration from Turkey to drop from over 100,000 in 1973 to - less than 
10,000 in 19 7 5. The main causes of the high lev-el of unemployment in Turkey, 
however, antedate the world recession. They are: 

.. P 



(i) A r rowing labor force, reflecting a r1s1ng part1C1pa-
t ion rate and a rate of population grmvth ( 2. 5 percent per · 
annum) which, while similar to that in other countries with 
Turkey's level of per capita income, is high by comparison 
with other Southern European countries. 

(ii) The adoption of 
production both in agriculture and in industry, largely as 
a result of government policy, expressed in public sector 
investment plans and private sector investment incentives. 

External Trade 

15. The most notable feature of the crisis of 1977 was the large 
resource gap, which amounted to almost $4 billion. But this did not arise 
overnight; Turkey's trading position, as may be seen in table 1, had been 
worsening for several years. From 1970 to 1973 the resource gap fluctuated 
around an average of about 3 percent of GDP. But it rose to over 6 percent in 
1974; it averaged about 8 percent in 1975 and 1976 ., and it was over 9 percent 
in 1977. 

16. Part of the reason for this deterioration was an increase in the 
Turkish economy's propensity to import. The ratio of imports to GDP, as is 
shown in table 1, rose steadily from about 7 percent in 1970 to about 10 per­
cent in 1973. In 1974 it jumped to 13 percent, and by 1977 it had reached 14 
percent. The sharp rise in 1974 was caused mainly by the increase in the 
price of oil, which alone has added between 2 and 3 percentage points to the 
import propensity. The remainder of the rise in the import propensity is 
attributable to (a) the increasing relative importance of the industrial 
sector, which relies quite heavily on imported inputs, (b) the investment 
drive of recent years, which has increased the share of fixed investment 
(much of which involves imports) in total expenditure, and (c) a general 
liberalization of import restrictions. 

17. The increased import propensity accounts for roughly half the dete-
rioration of the resource balance since 1973. The remainder is attributable 
to oor export performance. Up to 1973, the rising propensity to import was 
more or less offset by an increase in the ratio of exports (of goods and 
non-factor services) to GDP. Subsequently, however, the growth rate of GDP 
increased somewhat, while the growth rate of exports declined sharply. In 
dollar terms, Turkish ex orts rew during the period - 3 at an average 
annual rate of 31 percent; during the period 1973-77, the average annual 
growth rate was only 10 ercent; and in 1977 the absolute value of exports 
actually fell. -
18. Year to year movements in Turkish exports are inherently erratic, 
given the high share of ag·ricultural products, with their climatically depen­
dent supply. But the weak performance of Turkish exports over the whole 
period 1973-77, which was manifested in industrial as well as agricultural 
products, had other causes: ; I 
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(a) One was the unsatisfactory character of the agricultural price 
support policy, where y prices, which are announced after tne 

(b) 

h vest, bear little relation to world prices and do ot provide 
rational economic incentives to farmers. This long-standing 
proolem was compoun e ur1ng t 1s period with exceptionally 
ineffective administration of agricultural export sales. 

Another important factor was the world recession. 
only affected Turkey's industrial exports; it also 
Turkish agricultural exports, which consist mainly 
staple foods but of luxury foods (nuts and fruits) 
industrial raw materials (cotton and tobacco) . 

This not 
depressed 
not of 
and 

(c) Industrial exports in particular were also adversely affected by 
a more rapid inflation of production costs in Turkey than in its 
trading partners, which was not fully compensated for by exchange 
rate adjustments. As a result, Turkish producers were obliged 
either to raise their prices in export markets, thus reducing 
the demand for their products, or to accept a cut in their profit 
margins, thus reducing the attractions of production for export 
as compared with domestic sale. 

(d) This tendency for potential exports to be diverted to the domestic 
market was probably exacerbated to a significant degree, especially 
in 1976 and 1977, by aggregate excess demand in the domestic econ­
omy. 

Current Account, Overall Balance, and External Borrowing 

19. The widening resource gap after 1973 was more than fully _reflected 
in the current account deficit (which rose from $0.7 billion in 1974 to $3.4 
billion in 1977), as a result of a decline in workers' remittances . 
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Table 2: SUMMARY BALANCE OF PAYMENTS 
(US$ Millions) 

1970 

Exports (g + nfs) 760 
Imports (g + nfs) 1132 

Resource Balance -372 

Workers' Remittances 273 
Other FSI and Transfers -72 

Current Account Balance -171 

Private Direct Investment 58 
Gross Public M&LT 337 
Amortization on Public M&LT 197 
Other M&LT (net) 117 

Overall Balance 144 
Financed by: 

Reserve Changes -186 
Convertible Lira Accounts 

42 Other /1 

/1 Includes errors .and om1ss1ons. 

1973 

1725 
2348 
-623 

1183 
-75 
485 

27 
411 
107 
102 
918 

-728 
-237 

47 

1974 

2123 
4121 

-1998 

1426 
-146 
-718 

88 
269 
156 

58 
-459 

431 
60 

-32 

1975 

2139 
5191 

-3052 

153 
322 
147 
250 

-1302 

417 
975 
-90 

1976 

2835 
5657 

-2822 

27 
362 
182 
133 

-1761 

114 
787 
860 

Est. 
1977 

2534 
6487 

-3953 

982 
-424 

-3395 

67 
313 
188 

76 
-3127 

311 
198 

2618 

20. About 600,000 Turks (4 labor force d, 
mainly in West Germany. Between , as may be seen in table 2, 
their remittances increased in money terms by a factor of five. Subsequently, 
though, remittances have tended to fall significantly, and in 1977 were at 
only two-thirds of their 1974 level. One important cause of this decline has 
been the restrictions imposed on immigration by Western European countries in 

-the face of growing unemployment caused by the world recession, which has 
-reduced the number of Turkish· workers abroad. But the rate at which foreign 

1 • ,earnings are remitt bstantially, desyite various efforts 
· - ~ to 1ncrease the attractiveness of making remittances (including an exchange 

' -rate premium, an interest rate incentive and import privileges). This fall 
. is believed to be partly a reflection of hedging against devaluation of the 
Turkish lira, and partly a result of remittances being diverted into the black 

·market in response to overvaluation of the lira. It may also reflect the 
increasing proportion of migrant workers who have been allowed to bring their 

; families to join them, and the declining proportion of relatively recent 
~ migrants, a category who might be expected to have a relatively high pro­
•pensity to remit. 

-···· 
_) ~', 

' 21. - The decline in workers' remittances in money terms was the more 
.. ' signi~icant because it occurred 1n a period of rapid world inflation, and at 
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a period when the Turkish economy was expanding rapidly. In 1973 workers 
remittances financed 50 percent of the import bill; by 1977 this figur.e had 
dropped to 15 percent. 

22. The rapidly rising current account deficit was not matched by an ~ 
increased inflow of medium and long-term external capital. As a result of a ~ 
§!rang desire for economic independence, Turkey has deliberately kept foreign 
4frivate investment to a minJmum..t and official borrowing has been the ma1n 
source of medium and long-term external finance. But as may be seen from 
table 2, the level of official borrowing in gross money terms has exhibited 
little or no trend during the 1970's, and has been on average about $350 mil-
lion per annum. This, given the great increases in world prices and in the · 
level of investment and production in the Turkish economy, has meant a larg~~ 
decline in the relative contribution of · · orrowing to Turkish foreifrT' · .. · 

nge In 70, official long-term borrowing 1nanced 30 percent of 
imports; by 1977 this figure had dropped to 5 percent. 

23. This stagnation of official medium and long-term borrowing is partly 
attributable to failure to foresee the growing need for it, which in turn is 
attributable to the Third Plan's optimistic forecasts concerning exports and 
workers' remittances. But it also reflects, especially in the latter part of 
the period (when the need for more external finance was all too apparent), the 
government's inability to obtain more long-term credit. Since the early 
1970's, Turkey has relied heavily on three official sources of external 
capital - Germany, the European Investment Bank, and the World Bank. Until ~ 
recently, it has taken l't initiative in seekin ficial sources of _ 
finance (including the Arab states ; and its comparative inexperience in the / 
open market has hampered its limited efforts to tap commercial sources of ~~ 

medium and long-term funds. Since 1975, the level of medium and long-term i' 
loan commitments, especially from Russia and Eastern Europe, has increased 
substantially. But most of these commitments have been tied to specific proj-
ects, whose implementation has been slow, and thus the rate of disbursement 
from official sources has not risen appreciably. 

24. The upshot of these changes in the relative importance of workers' 
remittances and official borrowing, in conjunction with the widening resource 
gap, has been (as may be seen in table 2) a rapid deterioration of the overall 
balance of payments since 1974. Between 1970 and 1973, the overall balance 
had been in surplus, and the reserves had risen very substantially, mainly as 
a result of the rapid growth of workers' remittances. In 1974, the overall 
balance went into deficit; by 1977 the deficit had risen to $3.1 billion; and 
the cumulative deficit from 1974 to 1977 amounted to $6.6 billion. This pay­
ments deficit was financed in part from the reserves accumulated prior to 
1974. Between 1974 and 1977, the reserves declined by a total of $1.3 bil-
lion. At the end of 1977, they stood at a level of $0.6 billion, equivalent 
to only one month's imports. The remainder of the cumulative payments deficit, 
amounting to some $5.3 billion, was financed by short-term borrowing of one 

); ·sort and another. 

-'' 
·' ' 
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\:t· :.: 25. The single most important source of short-term credit was the con-
vertible lira accourts (CI...As), which provided a t~tal of nearly $2 bil·lion, 
mainly during 1975 end 1976. These are deposits with Turkish banks by for­
eigners and non-resident Turks, which are guaranteed against exchange rate 
risk by the Central Bank, and which offer an interest rate (latterly a spec­
trum of interest rates according to maturity) set at a significant premium 
over LIBOR. Variou~ other types of short-tetan loan were also .obtained. But 
by 1977 foreign lenders, apprehensive of such extensive short-term financing 
of long-term investnent, and doubtful of Turkey's ability to meet its foreign 
exchange commitment~, became reluctant to roll over the outstanding stock of 
short-term debt, and even more reluctant to make further substantial loans. 
The Central Bank wa~ thus driven to delaying payment for imports on a large 

· scale (arrears rose by about $1.5 billion in 1977), which of course made it 
even harder to obtain credit by more conventional means. 

Public Finance 

26. The enlargement of the public sector deficit, as noted earlier, was 
instrumental in mair.taining the rate of growth (and thus \videning the resource 
gap) in the period efter 1973. In assessing the reasons for this, it is not 
sufficient to consider the activities of the central government alone. It is 
necessary instead, e.specially since the financial deficits and surpluses of 
State Economic Enterprises are entangled with th~ consolidated budget of the 
central government, to consider the public sector as a whole. The relevant 
data are set out in table 3 below. Since 1972, the excess of public sector 
investment over public sector savings has increased in money terms by a factor 
of ten. In relativE· terms, as the table shows, the public sector deficit has 
risen steadily from about 2 percent of GDP in 1972-73 to about 6 percent of 
GDP in 1976-77. 

27. This incrE~ ase in the public sector deficit is attributable mainly 
EEs, and in particu ar 

~onF-r~~~~~~~~~~~~s~11-nnrcr-~r~o;m~t~hh:e~f~i~n~a:,n~c~i;all,-1S~E~E~s~. Successive govern-
ments, in an effort to slow inflation and avoid unpopularity, have held SEE 
price increases below the rate at 'vhich SEE costs were rising. They have also 
increased agricultural support prices at such a rate that the Soil Products 
Office (the operati~.nal SEE mainly concerned with implementing the price 
support policy) has been unable to cover its costs. These policies have 
caused operational SEEs to make heavy losses, and the S~ as a whole to 
make virtually ero ross rofits since 1975. In addition, the government has 
greatly escalated the level of SEE investment. The net effect has been a very 
rapid widening of the gap between · d investment. As a result, 
and although the non-SEE-related elements of the consolidated budget have 
contributed a modest surplus (partly as the result of a determined effort to 
improve the efficiency of tax collection), the size of the public sector 
deficit in relation to GDP has tripled in the past four years. 
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Table 3: PUBLIC FINANCE 
(TL Billions: fiscal years) 

1972 1973 1974 1975 

CONSOLIDATED BUDGET 

Tax Revenues 
Other Revenue 

Total Revenue 

Current Expenditure 
Investment Expenditure 
Transfer Expenditure /1 

Total Expenditure --

Surplus/Deficit 11 

STATE ECONOMIC ENTERPRISES 
Gross Profit 

Fixed Investment 

TOTAL PUBLIC SECTOR 
Surplus/Deficit /2 /3 
(Deficit as % GDPf /4 

Financed by: 
Foreign Borrowing (net) /3 
Central Bank /3 
Other Domestic-Borrowing 

(net) J..l 

39.9 
7.9 

47.8 

24.2 
8.8 

19.5 
52.5 

-4.7 

6.8 

10.7 

-5.2 
(2.2) 

2.6 
1.3 

1.3 

51.4 
6.9 

58.3 

28.7 
11.6 
24.6 
64.9 

-6.6 

9.1 

12.1 

-6.8 
(2.3) 

3.0 
0.2 

3.6 

65.0 
5.1 

70.1 

40.0 
18.0 
18.3 
76.3 

-6.2 

11.5 

15.3 

-15.3 
(3.7) 

3.4 
8.8 

3.1 

94.1 
11.2 

105.3 

56.6 
25.8 
30.2 

112.7 

-7.4 

8.0 

25.9 

-27.9 
(5.4) 

6.3 
26.8 

-5.2 

1976 

121.1 
15.0 

136.1 

78.6 
33.6 
35.6 

147.8 

-11.7 

35.0 

-38.1 
(5.8) 

6.4 
32.9 

-1.2 

/1 Current and capital transfers, including transfers to SEEs. 
72 Borrowing requirement. 

Est. 
1977 

164.6 
18.3 

182.9 

108.0 
52.3 
54.8 

215.1 

-32.2 

40.5 

-53.4 
(6.6) 

2.7 
48.3 

2.4 

73 Figures for 1975 and earlier years are staff estimates based on incomplete 
data. 

/4 GDP for calendar year. 

Money and Credit 

28. On average in recent years, the Turkish Government has financed only 
a small part of the public sector deficit by the issue of bonds--one impor-
tant reason for this being a 1n on interest rates, which has made it ha d 
to attract lepdera. Most of the deficit, as may be seen in table 3, has been 
financed by borrowing from the Central Bank, which has raised the money supply 



both directly and (by increasing the reserves of the banking system) indirectly. 
The decline since 1974 in foreign exchange reserves has had a damping effect 
on the money supply. Nonetheless, as may be seen 1n table 4 below, the large 

Table 4: MONEY AND CREDIT /1 
(TL Billions: end-year) 

1972 1973 1974 1975 1976 1977 

LIABILITIES OF THE BANKING SYSTEM September 
Money, of which: 53.6 71.2 90.5 119.1 152.5 190.0 

. Currency in circulation 16.0 20.7 26.2 32.9 42.5 63.2 
Demand Deposits 37.6 50.5 64.3 86.2 110.0 126.8 

Quasi-Money 18.3 20.8 25.0 30.4 34.2 37.1 
Other Items (net) 25.5 31.7 36.7 59.3 102.0 125.2 
Total Liabilities 97.4 123.7 152.2 208.8 288.7 352.3 

ASSETS OF THE BANKING SYSTEM 
Foreign Assets (net) 21.4 31.5 24.8 13.1 . 15.0 4.2 
Domestic Assets, of which: 76.0 92.2 127.4 195.7 273.6 348.1 

Credit to Public Sector 20.3 20.0 28.7 56.7 91.1 139.8 
Credit to Private Sector 55.7 72.2 98.7 139.0 182.5 208.3 

Total Assets 97.4 123.7 152.2 208.8 288.6 352.3 

CENTRAL BANK December 
Credit to Public Sector 19.9 20.1 28.9 55.7 84.3 149.1 

/1 Totals may not add up because of rounding. 

public sector deficits have caused the money supply to grow at an average 
annual rate of about 30 percent between 1974 and 1977. The rate of credit 
expansion by the banking system to the private sector has also been high, but 
is estimated to have declined from 41 percent in 1975 and 31 percent in 1976 
to 20 percent in 1977, which may reflect the decline in the real rate of 
growth of output in 1977. 

Inflation 

29. Of the several imperfect Turkish price indices, the best is probably 
the general index of wholesale prices. This reveals that Turkey, like other 
countries, experienced a rising rate of inflation up to 1974, when the index 
rose by 30 percent. In 1975 the rate of inflation fell to 10 percent, but sub­
sequently (and in this respect the experience of Turkey has differed from that 
of other countries) it rose steeply, to 25 percent in 1976 and 35 percent in 
1977. 
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30. Excess aggregate deman~ has been the main cause acceleration 
of inflation 1n the last two years. For the rise in the public sector deficit, 
in conjunction with the increase in private investment which it stimulated (in 
part by expanding the availability of credit), caused an increase in aggregate 
demand well beyond the amount needed to offset the damping effect of reduced 
-exports and an increased import propensity. The consequent upward pressure on 
the price level was aggravated in 1977 by import restrictions, which reduced 
the output of goods requiring imported inputs, and diverted demand to domesti­
cally produced goods that were already in short supply. 

31. Taking a somewhat longer v1ew of inflation in Turkey, one should not 
overlook three im ush. One is increases in the legally 
prescribed minimum wage. A second is the union movement, which now covers more 
than half o a non-agricultural workers, and wh1c as aggressively and suc­
cessrully fought for large money wage increases in recent years. The third is 
the ricultural olic , by which the government, in an explicit 

decreed very 
. an effort to 

level of farm incomes, has in recent years 
1ncreases in the prices of agricultural products (although 
the speed of these 1ncreases was made in 1977) . 

32. On the other hand, however, inflation in Turkey after 1974 cannot 
be attributed to the cost-push influence of import price rises. For the world 
rate of inflation has been well below the Turkish rate, and (as mentioned 
earlier) the Turkish exchange rate has not fallen by enough to close the gap; 
.as a result, import prices have risen more slowly than domestic prices and . 
have thus tended to damp down the rate of inflation in Turkey . 

. Summary of the Causes of the Present Crisis 

33. One important cause of the crisis of 1977 was the fourfold rise in 
the price of oil in 1974, which raised the Turkish propensity to import. An­

·other external cause was the world recession, which directly reduced the 
growth rate of Turkish exports and indirectly reduced the flow of workers' 
·remittances. But Turkey's trading position was already structurally weak; 
and the external pressures on it were compounded by inadequate management 

.of agricultural export sales and an inappropriate exchange rate policy. In 
~, .J . addition, the crisis was aggravated by the failure of the Turkish authorities 

I) . 

r ~ , 
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to develop and tap fresh sources of medium and long-term external finance. 

34. But the other main cause of the crisis was that, despite the world 
recession, the growth rate of the Turkish economy did not fall, and indeed 
rose, after 1974. As a result, the increased propensity to import was 
reflected in a more than commensurate increase in the absolute level of 

: imports. In this respect Turkey behaved in a different fashion from most 
:other countries, whose governments, faced with the same problems of an 
: increased import propensity and sluggish exports, caused (or allowed) their 
growth rates to fall in order to keep down the level of imports, thus alle­
viating the deterioration of their trade balances. The reasons why the 

·Turkish economy continued to grow, while others did not, were partly fortui­
' tous, in the form of good harvests. But they also reflect the basic Turkish 

r 
I 
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scale of public fiKed investment from 1975 onwa J~ds, which stemmed largely frcm 
the desire of an ineffective coalition government to maintain its popular sui­
port by accelerating the pace of economic devel1>pment. This intensification 
of the public investment effort, because of inc1~ eased gestation lags and a 
decline in the rate of capacity utilization, brut little direct effect on the 
growth of output. But -because it was not matched by an increase in public 
savings, it caused a great expansion of aggrega :~ e demand. 

35. These se~eral causes have combined to produce an extremely difficult 
economic situation. The current account deficiL in 1977 '\•las $3.4 billion, and 
the overall balance of payments deficit was not much smaller. There is a des­
perate scarcity of foreign ex change; the reserv~s in February 1978 were down 
to $0.5 billion, wl1ile short-term external liab:~ lities (including about $1.8 
billion of arrears) amounted to $5.2 billion. Prices are rising at more than 

per annum, while the rate of capacity utilization and the level of 

. ~~~ 
Policy Measures 4~~11 

36. To alleviate the present foreign exchange _ shortage without extreme ' ~ 
disruption of the economy, sh t-term external financial assistance will ~ 
clearl be vital. In addition it will be essential to reduce the current 
:account deficit. 'Measures to boost exports and to r ·ict impor ts wilr-De 
necessary to accomplish this; but they will not be sufficien . 
be necessary to restrai · n and/or investment; and this will require 
a t which should also serve to moderate 
the pace of inflation. 

37. Certain preliminary steps in the direction of a stabilization policy 
were taken by the coalition government of Mr. Demirel in the course of 1977. 
Applications for licenses for non-essential imports were refused and other 
applications were 1elayed. Import deposits were raised by up to 20 percentage 
points, depending on the type of import. The lira was devalued by 10 percent 
in September, and by a further 5 percent in December. Large increases were 
made in September in monopoly prices and in a number of SEE tariffs and 
prices, which, it ' is estimated, "'ill yield additional revenues of about TL 26 
billion annually (equivalent to 3 percent of 1977 GDP). In addition, negotia­
tions were entered into with the IMF, but no agreement had been reached before 
the government resigned on December 31. 

38. The new government, formed by }1r. Ecevit, has implemented certain 
further measures. The lira was devalued in March by an additional 30 percent, 

· to a rate of TL 25 per US dollar (although the effect of this adjustment on 
: exports will be offset to some degree by a substantial lowering of tax 
. rebates on most exported commodities). The strunp duty on imports has been 
increased, which is expected to discourage imports and to increase public 

. revenues by about TL 20 billion per annum. Most non-agricultural interest 

._ ... .... ... ···~ .. ..... - - ..... . . . . . . ... ~ - .. .. ..... .. -· -·· . .............. _.~ ..... ····--~~ .. ··- ··--- .. ··--- .. ---.. -- .. ·---.. ---. -
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rates have been raised by about 2 percentage points; import licenses and 
travel allowances have been further restricted, as have imports with waiver 
and imports financed by acceptance credits; the exchange rate guarantee on 
future (though not existing) CLAs has been abandoned; and the minimum term of 
future CLAs has been raised to one year. Further substantial tax and SEE 
price ~nc~eases are expected. 

39. As regards investment and growth, the over~ent's stated short-
term intention is to cut back on new investment projects, except in the 

an to concentrat et1on of existing projects while 
increase output mainly by fuller use ·of ex1st1ng capacity. 

The Annual Program for 1978 envisages that real GDP and real investment will 
both grow by about 6 percent, while real aggregate consumption will grow by 
about 2 percent. The consolidated budget for FY1978, approved at the end 
of February, envisages government expenditure of TL 265 billion, which is 
expected to be about the same in real terms as in FY1977, though about 20 
percent higher in money terms. The Annual Program assumes that imports of 
goods will be reduced from $5.8 billion in 1977 to $5.0 billion in 1978; 
exports of goods are expected to rise from $1.8 billion to $2.6 billion, 
partly through sales of existing stocks of cotton and wheat. It is also 
assumed that workers' remittances will rise from $1.0 billion to $1.3 billion, 
and thus that the 1978 current account deficit will be reduced to $1.5 billion. 

40. Despite the determination of the government to tackle the economic 
crisis, it would appear that some of the targets of the 1978 Annual Program 
.are not entirely realistic. In particular, it is not clear that the planned 
volumes of output, investment and consumption can be achieved, given the 
programmed cut of about 20 percent in the volume of imports. And even this 
reduced level of imports will be possible only on relatively opt1m1stic 
assumptions about the availability of external finance, especially in view of 
the very large stock of outstanding short-term external financial liabilities. 

Longer-Term Problems and Prospects 

41. Even after a Standby Agreement is concluded with the IMF, management 
of the external payments position in 1978 is likely to prove difficult. The 
key objectives should be s, to r man 
~~~~~~~~~~.-~~~~~~t~io~n~s as they fall due, and to begin gradually 

~~~~--~~~~~--~~e~s~h~o~r~t;-~t~e~rm~~d~e~b~t into medium and long-term debt. To 
this restructuring, while at the same time running a substantial 

·current account deficit and increasing the reserves from their present inade­
quate level, it will be essential, from 1978 onwards, for Turkey actively to 

·pursue all available external sources of medium and long-term funds, and (by 
--~t-~ ,improving project implementation) to accelerate the pace at which loan commit­
.. _~ -

4 

rments are translated into disbursements. 
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42. Given a determined effort to raise new medium and long-term foreign 
capital, it should be possible to finance a current account deficit of about 
$1.5 billion in the early 1980s. This, given the likely behavior of workers' 
remittances, would permit a resource gap of about $2.5 billion. However, if 
a resource gap of this size is to be reconciled with the resumption of growth 
at the past trend rate, and thus future external payments crises are to be 
avoided, it will be necessary to bring about certain structural changes in the 
economy, and to avoid repetition of certain past patterns of policy. Con­
siderations of this sort, some of which are outlined below, should be given 
considerable weight in the formulation of the Fourth Plan, which (having been 
postponed by a year in view of the current situation) is now scheduled to come 
into effect from 1979 onwards. 

Exports and Imports 

ex ~ es, clothing, food processing, leather products, wood products, 
light engineering. Export-oriented investments by the private sector 

will be encourag.e b . a competitive exchange rate, but they should be further 
encouraged through the allocation of im ort licenses and credit, and by gov­
ernmental support of ex ort insurance, promotion and technical assistance 
schemes. Industrial exporting, moreover, need not be con 1ned to the private 
sector; the government should divert a proportion of public investment into 
this type of activity. 

44. Steps should also be taken to increas al ex or s, within 
the context of rather greater emphasis than hitherto on agricultural aevelop-
ment in Among the measures needed to raise agricultural productivity 

-...w...._~_.~..._..w.~-.....~~~~a..wir..li.iilillli;jj._IIIWir.arillii~a~t..:;i~o~n~~r:.,;o~· ~e~c~t s , an inc r e c:t.s e in the resources 
support servi and bette~ coordination among the public 

agencies concerne w~t agr~culture. Agricultural exports in particular would 
benefit from revision of the price support policy in such a way as to provide 
stronger incentives to increase the production of exportable commodities, and 
reform of agricultural export sales procedures. On a different front, greater 
effort should be made to increase foreign exchange earnings through develo -
ment of the tourist industry which, despite a tremendous potential, has been 
given insufficient attent~on o date. 

45. To reconcile reasonably rapid growth with a viable external payments 
, , position through improved export performance will be easier if the world econ­
~~ , omy recovers quickly from its recession and the present spread of protectionism 

-.... .. _ ---..-- -· ----·--- -... 
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is checked. But in any event this reconciliation can be assisted by measures 
to keep down the Turkish economy's propensity tc, import. A large reduction 
cannot be expected, given that Turkish imports consist overwhelmingly of oil, 
materials, and capital goods. But greater reco~ ;nition of the sc.arcity of 
foreign exchange i ·1 the selection of investment projects should have a benefi­
cial effect, as sh1)uld maintenance of a competitive exchange rate, continued 
restrictions on in~ ~ssential imports, and increa~ed attention to more efficient 
methods of import .:;ubstitution. 

Resource l1obil izat ::_on and Demand Management 
. ~' 

46. In 1978 <md l the measures necessary to recover froa1 the presen·: r 
crisis wi probab J.y cause the annual growth rate of real GDP to fall, on 
average, to around 3 or 4 percent, but for the remainder of the Fourt Plan period 
growth at around o percent should be possible. EKports and (in the latter 
period) investment will need to grow faster than GDP, while imports must be 
rest,rained, and tht~ s consumption will h aye to grow more slowly than GDP, at 
about 5 percent per annum clur i ng 1979 8J... (implying a rise in consumpt1on per 
capita of about 2.5 percent per annum). This will entail a significant 
increase in the dorr.estic savings ratio. 

47. It is unlikely that much of this incre:1se can be brought about by a 
rise in private savings, although the allocation and use of private savings 
could be improved by increased interest rates an.l other measures to channel 
private savings into the financial system. The ~emainder of the increase in 

.¢ • ~. 

the a re ate domestic savings ratio 1. a r1se 1r. 
the relative level of pu 1c s s. This in turn, since the social develop­
ment strategy of the Turkish government will probably preclude more than a 
small reduction in the growth rate of public con!>umption, will require an 
increase in the gro;.1th rate of public sector revenues. Among the means by 
which this might be accomplished, apart from in - and maintaining the 
operatin rofit bi · SEEs, are a widening of the coverage o 

. agricultural ·ncome tax, a tighten1ng of business tax exemptions, the 
duction of a value added tax and an in e-JJ:se i munici al rates and user 

r es. Such measures to keep down the public sector def1c1t will not only 
restra1n consumption to a level cons is tent \vith external equilibrium; they 
will also restrain ~ggregatr demand to a level consistent with a moderate rate 
of inflation, although to achieve this it will be necessary to contain the 
various domestic cost-push pressures noted earlier, possibly by some form of 
social contract or incomes policy. 

-· Unemployment and Income Distribution 

\· 

48. Apart from the external payments pos1t1on, the m~a~i·n~~~--~ 
Turkish economic development in the medium and long term is the 

1s1n t and underem)lo ent. In the long run some 
reduction in unemployment can be expected from a decline in the population 
growth rate. But in the next two decades, since emigration on the scale of 
the early 1970s is unlikely to be resumed, the level of unemployment will 
depend crucially on the rate at \vhich new jobs are created in Turkey, which 
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~ ... · makes it desirable to maintain a high aggregate grmvth rate. It should also 

_ .. 

be possible to inc1~ease the level of employment through somev.7hat greater 
emphasis on less capital-intensive commodities end techniques of production. 
In this regard, the accelerated development of export-oriented industries, 
which tend to be comparatively labor-intensive, will be beneficial. In addi­
tion, it would be advantageous more generally tc modify investment and subsidy 
policies in industJ ·y and agriculture in such a ,.;ay as to reduce their bias 
towards capital-int:ensive technology. 

49. While ba:;ic needs are largely met, the distribution of income in 
Turkey, by comparinon with other developing countries, appears rather tine ual 
(although it seems to have improved somewhat since the late 1960s). One of 
the principal causes of this inequality is the very large ~ag, on average, 
between agricu · d non-a ricultural incomes, which reflects the very 
large gap between agricultural and non-agricultural labor productivity. 
Greater emphasis on agricultural development should therefore improve income 
distribution. Political constraints will make it difficult to bring about 
greater equality of agricultural land ownership. But the difference 
betl·le cn rich and poor farmers, vlhich is the other 
in Turkey, cou~--~~~~~._~~~~ .. ~~~~~~~~~~~~~~~~~~~~~~:!\ 
and by ·increased 
farmin s cto . Likewise, the need 
1n the next few ye ars should not be incompatible \-lith a restructuring of thea­

o make it more ro ressive, lvhile the government s 
policy of providing for basic needs through public expenditure should continue 
to reduce the inequality of living standards relative to the inequality of 
incomes. 

External Debt and Creditworthiness 

50. The extensive short-term borrov1ing of the past three years has greatly 
increased Turkey's external debt, has given it an unattractive maturity struc­
ture, and has caused a sharp rise in debt service payments. At the end of 
1977, the country'~ total external indebtedness amounted to approximately $9.4 
billion, of which nbout $5.2 billion vlas short-term. The remaining $4.2 bil­
lion was mainly public and publicly guaranteed medium and long term debt. Of 
this, about one third was teld by international organizations, mainly the 
World Bank ($0.8 billion, plus $0.7 billion committed but undisbursed) and the 
European Investment: Bank; and about one half by foreign governments and gov­
ernment agencies, notably those of the United States, West Germany, Canada 
and Russia. In 1977, debt service payments (including interest on short-term 
debt) amounted to 14.4 percent of exports of goods and non-factor services 
plus workers' remittances. 

51. A prudent debt management policy and a determined medium and long-
term borro\.;ting effort during the next fe,.; years should restore a satisfactory 
balance between short and longer-term debt. But there will be a substantial 
further increase in debt service payments. These will initially grow faster 
than exports, and hence the ebt service ratio is likely to rise to about 24 
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percent in 1978 and to nearly 30 percent in 1980. In subsequent years, how­
ever, as the financial consequ~ces of the recent crisis are digested. and the 
export drive comes to full fruition, the debt service ratio will stabilize, 
and should fall from about 1983 onwards. Thus, subject to the resolution of 
its short-term debt problems (para. 41), Turkey continues to have a decent 
borrowing capacity for medium and long-term funds, and rema i ns creditworthy 
for Bank financing. 
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ANNEX G (iii) (c) 

BACKGROUND ON IMF AND LATEST POSITION ON TURKEY 

Background: 

1. After rece1v1ng its vote of confidence in mid-January 
1978, the new Ecevit Government went about formulating its o~m economic 
stabilization package as the basis of a Standby Agreement with the IMF. 
After the Parliament approved its 1978 package, the Government entered 
into negotiations with the IMF in early March. These were completed in 
the week of March 20, and the Standby Agreement was initialed by the 
Government. 

The Outline of the Agreement: 

2. Though the details of the Agreement have not been released as yet, 
the broad outline of the Agreement is summarized below: 

(i) Balance of Pavments. Based as it was on the IMFfs earlier 
negotiations, the Government's program in 1978 for the balance of payments , 
was largely acceptable to the IMF. It provides for $5.0 billion of imports 
in 1978, compared to $5.8 billion in 1977; $2.55 billion of exports; a 
current account deficit of $1.45 billion; and a reduction in short-term 
liabilities of about $1.2 billion through M&LT borrowings from the commercial 
banks. This would still leave about $1 billion in new money to be raised, 
after allowing for normal M&LT and project assistance flows. As discussed 
below in detail, assistance from the IMF's own .resources in 1978 is likely 
to amount to $233 million; this will still leave about $770 million to be 
raised in new monies, to fulfill the import program target of $5.0 billion; 
otherwise cuts will be needed. Earlier, the Government on its own had 
announced a 30 perc~nt devaluation, raising the rate from TL 19.25 = $1.00 
to TL 25 = $1.00, a reduction in export rebates, a significant increase in 
import (stamp) duty, restrictions on travel, and the suspension of the 
exchange rate guarantee on future CLAs. All these elements were subsumed 
under the program agreed with the IMF. The Standby Agreement also reflects 
an understanding that Turkey will adjust its currency further, as and when 
needed. 

(ii) Public Finance. The Government's program for 1978, as presented 
to ·the IMF, envisaged consolidated budget revenues of TL 251 billion, 
consolidated budget expenditures of TL 265 billion, total public sector 
investment of TL 138 billion (of which 64 billion was allotted to SEEs), 
and a total public sector borrowing requirement of TL 7 billion {as compared 
with TL 53 billion in 1977). The IMF considered these revenue and 
expenditure figures, and this figure for the public sector borrowing 
requirement, to be underestimated. The Government proposes shortly to 
introduce new tax measures into Parliament, wh.ich should yield an extra TL 10 
billion; in addition, it has agreed with the IMF that SEE prices will be 
further increased in the coming months by sufficient to add about TL 20 
billion to public sector revenues. In this way, it is expected that the 
increase in public sector borrowing from the Central Bank in 1978 can be 
held below the agreed ceiling of T.L 38 billion. 
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(iii) Interest Rate Policy. The Government has recently increased 
many non-agricultural lending and deposit rates, by up to 4.5 percentage 
points. The general rate for long-term bank credits, for example, was 
increased from 14 to 16 percent. The IMF regarded these increases as 
inadequate, and felt that the general level of interest rates should have 
been around 30 percent. At the same time it recognized . that this. would 
not be feasible. Therefore, in the Standby Agreement, the IMF has not 
pursued this issue further, and has accepted the package of increases in 
i~t.e~es~ rates already announced by the Government. 

(iv) The full details of the ceilings on credit and money supply 
increases and other monetary aspects of the Agreement are not yet available. 

Assistance from the IMF 

3. The Agreement provides for withdrawal of SDRs 74 million (about 
US$88.8 million) in compensatory drawings within two to three weeks of 
signing the Standby Agreement. In addition, since the Witteveen Facility 
is not in operation, Turkey would be eligible for drawings up to 150 percent 
of its quota, amounting to SDRs 300 million (US$360 million) under the 
~xceptional Circumstances Clause. This would entitle Turkey to withdraw 
SDRs 145 million (about US$174 million) in its first two tranches as 
follows: SDRs 50 million in May 1978, SDRs 40 million in August, SDRs 
30 million in November, and SDRs 25 million in .February 1979. The IMF 
would review the economy and the progress of the stabilization measures 
in January 1979. Following that, Turkey would be entitled to withdraw 
another SDRs 155 million(US$186 million) over a one-year period. Thus, in 
calendar 1978, Turkey can· withdraw a maximum of SDRs 194 million (US$233 
million). As mentioned above, this amounts to roughly one-quarter of its 
anticipated external financing needs during this year. 

Other Areas of Concern 

4. The IMF wished to go further on future exchange rate ~djustments, 
and tried to persuade .the Government to accept the principle of some 
sort of automaticity, by linking the rate to the differential between 
domestic and international price ·increases. The Government did not 
accept this; nor did it agree to adopting a similar approach for increases 
in SEE prices. Further, the economic program in the IMF Agreement does 
not go beyond 1978 except in very general terms. Most importantly, it does 
not cover the critical area of debt management policy. 

· .--....-~~- ~ - ..... . : -,.,. ... -;t-._,. -~·- ,. -~-------~ · · .. ---~ --,.,.-~-~~~- .. ~----.,......--- - ~ .. --------- -·~--.~ . --· ---~·.--· -~· :. .. '· nr 
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NOTES ON RECENT CO~illiTMENTS OF M&LT 
BILATERAL AND MULTILATERAL FUNDS 

ANNEX G (iii) (d) 

1. Over the past decade, there have been several significant 
shifts in the pattern of Turkey's external long-term financing. 
With the phase-out of USAID assistance, bilateral aid on concessionary 
terms declined sharply in the late sixties. Despite the existence 
of an OECD Consortium for Turkey with currently 22 members,the 
level of assistance forthcoming from its bilateral members has been 
rather low, except Germany, which is now the largest Western 
bilateral aid donor for Turkey. Pari passu, European Investment 
Bank (EIB) and Bank lending increased sharply. As a result, Turkey 
today has only three major sources of bilateral and multilateral 
~rom th€ West, namel y Germany, j[ta:irid the Bank . Is l am1c 
Development Bank is a new ancrsmall source of mUltilateral aid, \vhich 
began in mid 1977 with a loan of $10 million. Despite statements by 
both the Demirel and Ecevit governments about closer ties with Arab 
countries, and the interest of agencies like the Kuv1ait Fund and 
Saudi Fund in helping Turkey if officially and seriously approached, 
l~::l:e:::h~a~s7s;.;;o~f:.:a:.r:_b:..:e.:e.:.:n~d:.:o~n:::e:......:t:.:o~c:.u:.l:.:t:i..:.v.:a~t~e:_o r tap these potential 
new sources. 

2. In the last three years, Turkey has however attempted to 
expand bilateral borrowing relations with Russia, Eastern Europe, and 
to a limited extent, with Middle-East countries such as Iran and Libya. 
Detailed information is not available regarding the specifics of most 
of these non-western bilateral funds, though it is kno"~ that these 
funds are invariably tied to specific projects in Turkey. For example, 
the Iranians were to have financed projects to upgrade Turkish highways, 
to improve the transportation of Iranian imports. These negotiations 
with the Iranians fell through. The future, however, may see an 
increasing tendency for the Turks to turn to Third World and Eastern 
European sources, and a reduction in the past heavy reliance on the 
West alone. 

3. The attached table summarizes recent commitments of official 
aid-. 

0 



COMMITMENTS OF M&LT FUNDS FOR ' TURKEY 
(US$ millions) 

1975 1976 

Total Commitments 15 75.9 1231.2 

A. Bilateral 1144.3 573.5 

United States 24.9 64.3 
Germany. 154.5 
Canada 46.1 1.4 
Japan 8.2 49.3 
Hungary 35.2 
Poland - 95.3 
Russia (1000.0)1/ 96.0 
Others 65.1 77.5 

B. Multilateral 194.1 290.7 

IBRD 158.0 236.5 
EIB 16.0 6.2 
Others 20.1 48. a!:_/ 

c. Private Banks 169.2 218.6 

D. Suppliers' Credits 46.2 96.6 

E. Others 22.1 26.2 

F. OPEC Countries 25.6.!/ 

1/ Estimates,not recorded with Bank's DRS data. 
2/ Mainly European Relief Fund. 

BY SOURCES 

1977 

1723.9 

1275.5 

18.0 
58.5 

136.4 
n.a. 
n.a. 7 

<£~}~ . 
144.0 

~~ 
233.6 

43.6 

15.2 

12 .a!/ 



Germany 

4. Germany is almost the only active bilateral donor in the OECD 
consortium. It channels aid through Kreditanstalt ur Wiederaufbau (KFW). 
As sh~~ in the table, the level of commitments in the past two years 
has been around DM 100-120.million. In recent years, Germany has contributed 
to the financing of the Elbistan Lignite and Thermal Power Project, 
besides encouraging KFW to channel its or other German banks' export 
or supplier credit financing, with the guarantee of Hermes, for contracts 
won by German suppliers. It might however be noted that, although 
Germany'.s 1976 loan was negotiated and signed to finance procurement 
for the Elbistan Project, in addition to the funds Germany committed 
for it in 1974, this 1976 financing is not being declared effective 
because of KFW's insistence on further imnrovements in implementing 
Elbistan, than what EIB and the Bank consider adequate. The aid 
allocation for 1978 is slightly higher than last year's, at DM 130 million; 
of this, DM 96 million is to be used for the Oymapinar Power Project, 
near Antalya, DM 24 million for small and medium-scale industrial 
investments through TSKB, and the remainder for some minor investment 
projects. 

EIB 

5. EIB has provided aid to Turkey under two financial protocols, 
both now fully committed. A Supplemental Protocol in 1977 for u.a. 
47 million ($56 million) has been signed and ratified by all EEC members, 
but not by the Turkish Parliament. It is however expected that this will 
occur within a few weeks and the Protocol can become operative. The 
money would be provided for 30 years, including 8 years grace, at 
interest rates of 2.5 percent for infrastructure projects and 4.5 percent 
for industrial -projects. The Third Protocol has been negotiated, and 
ratified so far only by France and Denmark. Other EEC countries are 
believed to be reluctant to act on this new Protocol until Turkey has 
ratified the abovementioned Supplementary one. The Third Protocol \vould 
provide u.a. 90 million ($108 million), as soon as it is ratified, in 
ordinary loans from EIB's own resources at terms depending upon the 
projects to be financed and which are likely to be between 7-12 years 
including a grace period covering construction and at an interest rate 
possibly around 9 percent. Under this Protocol, another u.a. 220 million 
($262 million) would be provided from the budget of the EEC, in the next 
two years. These loans would have a term of 40 years, including 10 years 
grace, and an interest rate of 2.5 percent. Although Turkey has recently 
informed the EIB that it will be ready to discuss new projects in April 
1978, it will put the Third Protocol for ratification by the Turkish 
Parliament, only if Turkey's overall demands on the EEC can be resolved 
to mutual satisfaction. The Government therefore expects that it may be 
some months before a stage is reached when the Third Protocol can be 
utilized by Turkey. 



USSR 

6. Under the terms of a 1975 agreement, the Soviet Union had 
agreed to finance 6 or 7 specific projects in Turkey. No monetary 
value was placed on this commitment at that time, and a start has 
been made in imp~ementing only o~e of the projects (expansion of 
the previously Russian-financed .Iskenderun steel works). In the 
summer of 1977, within the framework of the 1975 agreement, the 
number of projects to be financed .was increased to 15 or 16. Again, 
no monetary value was placed on the commitment, but it is estimated 
that if all 15 projects were completed, the enlarged commitment 
would be worth $2 to 2.5 billion in total. Disbursements from Soviet 
bilateral loans amounted to $10 million in 1976, and are estimated 
to have been $67 million in 1977. 

i .. 
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NOTE ON THE POLITICAL BACKGROUND 

AND CURRENT SITUATION 

Historical Perspective 

ANNEX G (iv) 

1. During the first half of the Republic's 50-year life, the :Republican 
People's Party (RPP) of Kamal Ataturk gave Turkey its political institutions, 
its nationalist reformist platform, its very basic physical infrastructure, and 
its economic institutions (including the State Economic Enterprises with mul­
tiple economic and social goals). This party, gradually turned into a left of 
center party over the last decade. 1he Democratic Party and its successor, . 
the Justice Party (JP), rep~esenting conservative business and farming interests 
which dominated Turkey's political scene between 1950-1971 (except for a brief 
interval between 1960 and 1965), substantially enlarged the infrastructure and 
provided the superstructure giving rise to a greatly extended private industrial 
sector and a highly prosperous agricultural middle class. Their emergence was 
accomplished respectively through strong protectionist-oriented investments and 
agriculture price supports. 

2. The period since 1950, was also marked by two shortlived interventions 
by the Army in Turkey's political life, i.e. 1960-1961 and 1971-1973, whose net 
effect has been to put something of a brake on the conservative parties' readi­
ness to allow Ataturk's doctrines to wither away, but.has otherwise not changed 
much. Nevertheless, the Army's presence in the background, and the possibility 
that it might intervene again if the political situation gets out of hand, has 
continued to have a somewhat pervasive, and perhaps beneficial, effect on 
current Turkish politics. 

3. During the early life of the Republic, Turkey was a poor country with 
a relatively efficient civil service, running a relatively egalitarian society. 
The economy was unsophisticated. Industry was very limited. Wit~ 
of private enter rise and rowth-oriented o ts, inequalities in income· 

1s r1 ut1on increasingly accompanied the growth of the m e wea thy 
classes, as did unemployment and a land squeeze. In the more permissive political 
climate, made possible by the liberal constitution of 1961, two types of left 
wing movements developed: The first was a democratic trend which gradually 
turned the RPP from a centrist, to a left of center, party; however, this trend 
was not quite credible while Mr. Inonu headed the party, and only came strongly 
into its own when Mr. Ecevit took it over in 1972. Second, a revolutionary 
trend with which Mr. Demirel's laissez-faire government in~the late sixties 
was unable to cope, and which led to his resignation in 1971 at the Army's 
insistence. 

4. The 1960's also witnessed the emergence of other rightist parties. The 
major ones were: the Hatiopal Salvation Part3 (NSP) headed by Mr. ~rbak~, a 
religious-oriented group with conservative social and political, but extremely 
nationalistic and allegedly populist, economic views; and the National Move t 
Party (NMP) headed by Mr. Turkes, which is popularly held respons e or the 
violence, student strikes and killings which have characterized Turkey's pol-

a scene in the last 5 years. The last few years have witnessed further 
splinterings within the RPP, including an e e leftist rou headed by the 
resent Ener · ister Mr. Ba kal and smaller groups with different leftist 

shades. Similar fissiparous tendencies have also been manifested in the JP. 
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5. Such splintering and manifestations of left and right extremisms, 
continued even after the Army forced the Demirel government to resign in 1971. 
In the 2~ . year period thereafter, the Army proceeded to eliminate the guerilla 
groups, while three ineffective non-political prime ministers ran the country, 
trying to keep a balance between Army pressures for a modicum of reforms and the 
do-nothing preferences of a conservative parliament. In the end, there were 
no meaningful reforms. The Army seemingly withdrew from politics, although 
it retains one of its influential members, Mr. Koruturk, as Turkey's President. 

Developments since 1973. 

6. Free elections then took place in October 1973. They brought Mr. Ecevit 
to power, in an extremely tenuous coalition with NSP. The coalition was a lame 
one from the start; sharp differences between the coalition partners, effectively 
stalemated some of the key reforms which Mr. Ecevit tried to introduce. It was 
kept alive only by the outburst of popular patriotic feelings following the 
Cyprus crisis in July 1974. It fell apart in September 19741when Mr. Ecevit 
resigned, banking on being re-elected with a clear majority because of the 
popularity he personally aroused as a result of his stand in Cyprus. Instead, 
his party did not receive a clear majority in the elections. The uncompromising 
attitude of other parties did not enable him to form a government. After two 
months, during which none of the major parties were able to form a government, 
a new Cabinet headed by a neutral prime minister (Mr. Irmak) and consisting 
largely of technicians and non-party senators, was formed. It however failed 
to win Parliamentary backing and remained a caretaker regime. The Army meanwhile 
exercised remarkable restraint, considering the prestige it had attained as a 
result of the confrontation with Cyprus and Greece, although its chiefs voiced 
concern about the political crisis and tacitly suggested intervention if the 
deadlock continued. In this background, Mr. Demirel emerging from practical 
political oblivion, succeeded in March 1975, in finally forming a "nationalist 
front" with three right wing parties, including NSP and NMP. 

7. The new coalition partners together commanded a marginal parliamentary 
majority, and held widely differing views on domestic and foreign policies. 
The running thread which seemed to bind them together, was their determination 
to remain in ower at all costs, and their ability to successfully ~lait . the 
strong ur a ist c sentiment through initiation of sive indu ·al 
and infrastructural i vestments and provision of libera agricultural su~t 
pr ces, w e country s resources could ill-support. The Government's 
standing was further boosted1when playing on this nationalist sentiment, 
Mr. Demirel took a strong stand with the US on the question of its Turkish bases. 
The NSP, recognizing that its support was critical tp- the coalition's life, 
stalemated several important economic policy decisions crying for acceptance. 
Because this government inc~uded the militant NMP, it essentially paid lip 
service to the need to curb violent clashes which increased on university campuses 
and in other parts of Turkey. These clashes, although reportedly involving only 
small groups and extremists, led to scores of deaths. Political violence 
prevailed at a level not witnessed in Turkey since 1960- e s 
coalition was therefore marked by an inability ·to restore internal security, 
an excessive and misplaced quest for economic growth without having sufficient 
resources to do so and that too·in an environment of international recession, and 
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an inability to push even the simplest of necessary reforms. 

8. Nevertheless, Mr. Demirel, banking on the sentiment created by his position 
on the us bases (following the discontinuation of us military aid) artd high growth 
rate achieved in 1975/76, decided to hold early elections in June 1977. He pressed on 
~th this decision, despite the strong opposition of his coalition partners and 
the fact that NSP even challenged the decision in the Supreme Court. To an 
extent, his strategy paid off. The results of the June election were again 
indecisive. Although Mr. Ecevit won the largest number of seats, the JP 
also increased its share substantially. Mr. Ecevit, recalling the experience 
of his 1973/74 coalition with NSP, decided to form a minority government. It 
lasted a month. 

9. Thereafter in August, Mr. Demirel once again put together a Government 
with the support of his previous coalition partners, the NSP and the NMP. How~ver, 
by this time, the realisation was gradually dawning on several members of 
Mr. Demirel's own party, that unless critical and politically painful decisions 
were taken, the country was on the verge of economic bankruptcy, despite its 
immense development potential. Hamstrung by his coalition partners, Mr. Demirel 
tried to cope with a critical economic situation through a bold,but unfocussedJ 
package of measures consisting primarily of substantial increases in the prices 
of products and services of SEEs. When the coalition parties lost significant 
ground in the nationwide municipal and mayoralty elections in mid December,unhanpines s 
of some of his party me~bers reached a point when about 12 JP parliamentarians 
crossed over to the opposition. 

· Current'-Situation 

··· :. 10. l-7ith this crossover, and the support of 6 members of parties other than 
the NSP and NMP, Mr. Ecevit was able to form a government in January 1 i978 , with 
a small, but workable parliamentary majority of about 12 votes. It obtained a 
vote of confidence in mid-January • Offers of·· high office have often been effect­
ive lures in the past, to bring down Turkish governments. However, as Mr. Ecevit 
astutely offered ministerial posts to most of the dissident JP members as also 
those from the other parties who joined him, there are very little additional 
lures which Mr. Demirel can now offer to attract these persons back to his fold. 
The new Ecevit government can therefore be expected to have ,an adequate majority 
to secure approval for and implement effective economic policies to restore 
Turkey's creditworthiness in the international community. If pari passu, it 
brings internal violence under control and develops a foreign policy leading 
to a resolution of the Cyprus problem and Turkey's confrontation with Greece and 
USA, there are prospects for a pause in the rece d 
Turkish olitics. Whether the present Government will maintain suffi-
c en parliamentary support press ahead with structural reforms is however a 
matter of conjecture. 

A Possible Prognosis 

11. While the immediate causes of Turkey's present political difficulties s t em 
from the indecisive r esults of the October 1973 and June 1977 elections, 
the reasons for the present state of affairs are more deep-seated. The conser­
vative groups ruling Turkey between 1950-1971, and which favored a strong emphas i s 
on the private sector and a more conservative and gradual approach to social 
change, now feel seriously threatened by the growing strength of the Turkish 



- 4 -

left, which attaches as much importance to the fair distribution of the 
benefits of growth as to the growth process itself. Successful economic dev­
elopment in the past decade, has accelerated substantial structural changes ~in 

e y, ncrease soc al and economic mobility, provided greater economic 
opportunities, and resulted in the emergence of new economic and social forces. 
It has however been accom anied b social an ine ualit es, increased 
uoemplayme~, mi ration from rural areas to cities and abroad, rapid inflation 
and growing demands for a more e uitable share in the fruits o urkey's 
development. 

12. The lack of a strong government since 1971, has severely restricted 
actions needed to resolve these conflicting and pressing economic and social 
pressures, besides engendering growing public disenchantment with party politics 
and procrastination, as well as with political violence and the fear of a return 
to the violence of the late sixties. At the same time, different splinter 
groups within each party, are pressing for · solution~, through · their own polit­
ical philosophies. Proportional representation in elections to the National 
Assembly has compounded these trends by preventing swings in the electorate 
to be translated in a strong majority for a single party.- The major, and 
extremely powerful leftist trade unions, are also exercising immense pressures 
on both major parties in an effort to get for labor, what they believe to be a . 
more equitable share of Turkey's prosperity and are thereby contributing further 
to inflationary pressures and instability. Amidst all this, Turkey's political 
parties are still haltingly, and perhaps imperfectly, trying to accommodate 
these conflicting pressures in a democratic manner. However, the extremely 
strong sense of national identity and the widespread support for the democratic 
system which the Turkish populace has, could provide a sound basis for evolving 
new national attitudes and fundamental policies. 

13. If.Mr. Ecevit's government9 with its small but working majority, can 
harness this, by implementing sound policies for exploiting TYXkey's immense 
~conomic pote~ial, and by winning the support of a larger slice of public 
opinion, one can expect to see a resurgence in a not too distant future , of a 
strong and viable economy. Even if the divisiveness and the obstinacy of the 
various splinter groups and political parties prevent the government from 
leading and organizing such a change, it is however probable that the body 
politic will continue its slow, sometimes awkward and agonizing, but uninter­
rupted advance towards social progress, fulfillment of a significant portion of 
its basic needs and economic growth, all of which commenced Mith the advent 
of Ataturk and the creation of the Republic. 

14. The new government shows clear signs of its very serious intentions 
to cope effectively with Turkey's pressing domestic, external and economic 
problems. The Cabinet includes not only leading RPP politicians, but also 
those who are respected technocrats. The slow, but vdeliberate, speed with 
which senior civil service appointments are being made, reflects the care with 
which the new government wants · to fill these with persons of good calibre. 
Consequently, some of these appointments are still in the process of being 
filled, and the operative policies of the concerned ministries and agencies 
will therefore take some time to get shaped.properly and implemented satisfac­
torily. In the context of the urgency with which many economic,besides Bank, 
issues need to be tackled, this slowness could be mistakenly construed as not 
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reflecting the new government's sense of urgency. In the longer-run however, 
it is much better to get first class personnel capable of dealing with the 
serious problems, rather than filling posts merely from the viewpoint of 
doing so. 

15. Despitethe dedication and seriousness of the new government, it 
must also be recognized that the RPP has never held office entirely on its 
own, without the support of a coalition, and now of a small but critical group 
of independents. To that extent, it may initially encounter difficulties, 
despite its working parliamentary majority, in translating its serious, and 
ostensibly sensible policies into effective actions, because of the rather stolid 
and slow-moving administrative bureaucracy. This bureaucracy will take some 
time to get sensitized to the new precepts and policy directions of the new 
ministers. The new government's lack of previous experience of governing, may 
also result in a slower initial speed in the formulation of action programs, 
or hesitation in forcing the pace on their implementation. 

16. Besides, the melange of idealistic technocrats and political party 
·. groupings within the Cabinet itself, will inevitably lead to some unavoidable 

personal conflicts and perhaps unsatisfactory compromises. Present indications 
however are, that these potential conflicts are likely to be subsumed in light 
of the gravity of the nation's problems and the strong and astute leadership of 
Mr. Ecevit. His political astuteness is perhaps also demonstrated by his recent 
successful effor ement with Mr. Erbakan, for NSP's selective 

pport in the Parliament (24 additiona w government's budget 
and fiscal measures in 1978. He obtained this, by getting a special bill passed, 
to allow leaders of religious parties like Mr. Erbakan to make religious 
references in political campaigns, and without which, Mr. Erbakan would have 
been prosecuted for ~he breach of Turkey's election laws. Nevertheless, the future 
course of the Government's success will very much depend on how Mr. Ecevit is 
able to balance the forces within his own Cabinet and more so, within the 
country at large. At present, available evidence suggests that the prospects 
of doing so are reasonable, and that the dedication of his party - which has, 
after years of effort ultimately assumed officein command - to tackle Turkey's 
problems with seriousness and sincerity, will gain ascendancy over a mundane 
desire to merely hang on in office at any cost, as the last two do-nothing 
coalition governments of Mr. Demirel did. 



PROJECT 'PORTFOLIO PROBLEMS 



1. 

Regional Distribution of TSKB Lending 

1970-1973 Number 
Cumulative of 

Regions 'TL Mi11ionl ..1. ProJects 

Northwest Anatolia 1.821 68 240 
Southwest Anatolia 345 1~~ 41~ Central Anatolia 484 18 .fl 51 a1 
~astern Anatolia 41 1 13 

Total 2.691 100 347 

Northwest+Southwest 2.166 81 
Central+Eastern Anato1ia 525 19 

283 
64 

Total 2.691 100 347 

\ j 
I 
J 
f 
! 

1974-1977 Number 
Cumulative o:f 

'TL M111ionl .1. Projects 

2.034 29 
1.727 

2' 1.814 . 26 1t2 
1o449 21 . 

7.024 100 

3.761 53 
3.263 47 

7.024 100 

112 

~~Y!1 
93 

379 

190 
189 

379 



~ . 

Years 

1975 
1976 

1977 

2 

TSKB Lendin' to the Projects pf New ~trepreneur 
, Groups 

Total Loans to New 
Total NUJilber Projects of Rew Loans Entrepreneu:ra 
of Projects :. 'ltltre;ereneurs !tL.Millionl !tL.J111lionl 

96 75 1.518 1.089 

87 54 1.985 1.161 

114 57 2.532 1.290 

Total 297 186 6.035 3.540 

During 1975-1977 out of the 297 projects approved 
186 pertained to the entrepreneurs who were requesting 
loans from TSKB for the first time and 59 percent of the 
total loans was allocated to these projects. 



r/w' 
Distribution of"Registered Capital . in 

Terms of Social Groups 
(197~-1977 

Registered · 
Capital 

'TL1Million} 
Eanks l~l~k5.f5J~ 986 

· State Enterprises 597 

Small Savers 3.316 

Private Industriai 1.635 
'Enterprises 

Business Community 3.025 

9.559 

3 

..1 
10 

6 

35 
17 

32 

100 



Years 

1974 

1975 

1976 

1977 

TSKB Lending to Comp11nies Having 50 or more 
Shareholders 

Number Total TSKB 
Number of Investment Lending 
of Firms Shareholders ~TLo Mill ion) (TL.Million) 

26 26.600 2.340 611 

48 39.200 4.869 1.292 

38 19.700 4.183 1.447 

34 27.300 5.556 1.419 
-
146 112.800 16.948 4.769 

TSKB Lending to Companies Initiated 'by Turkish 
Workers Abroad 

Number 
Number of Worker 

Years of Firms Shareholders 

Total 
Investment 

(1'L.Million) 

TSKB 
Lending 

(TLoMi1lion) 

1974~1977 37 54.000 2.974 1.067 

4 



Economic + Pinanoial. Returns of TSKB Lending . 

1975 
Weighted Average Economic Rate of Return (%) y 21 

Weighted Average Financial .Rate of Return (%) gj 25· 

1:/ ERR's represent almost 60 ~ of total lending 

Y PBR' s represent almost 100 tf, of total lending 

5 

!211 
23 
28 



Financing ot Sma11-Mediua Scale Labor Intensive 
Industries 

Number 
~ of Projects 

1977 54 

TSKB Finance 
Foreign Exchange Local 

(! Million} (n.Million) 

21 295 

6 

Total 
(TL,Million} 

705 

In 1977 the ratio of SMLI finance to total TSKB 
finance has been around 26 "'· 



(v)(a) SUMMARY OF BANK GROUP OPERATIONS 



ANNEX G(v)(a) 

STATUS OF Bi\NK GROUP OPERATIO:~s IN TURKEY 

ST /.TE~· ~ ~ ·: ~~'l· OF B.".::t: LO.-\~~S A~~D IDA CREDITS 
(As oi :; ·eoru<J.ry 24, 1910) 

Loan and 
Credit 
Nu:;;ber 

Fifteen loans and eight credits fully disbursed 

236-TU 
748-TU 
762-TU 

. 257-TIJ 
281-TU 
817-'l:LJ 
8~4-TU 
324-'IU 
845-'I'U/a 
330-TV 
883-'IU 
360-TU 
892-TIJ 
893-'IlJ 
957-'lU 

1023-TII 
1024-~-u 

107t)-TU 
1130-TU 
12L•S-TU 

1258-TU 

1265-Tu 
1194-TJ 
1310-TU 
1379-TU 
1430-TLJ 

1971 
1971 
1971 
1971 
1972 
1972 
1972 
1972 
1972 
1972 
1973 
1973 
1973 
1973 
1974 
1974 
1974 
1975 
1975 
1976 

1976 

1976 
1976 
1976 
1977 
1977 

Republic of Turkey 
Republic of Turkey 
Republic of Turkey 
Republic of Turkey 
Republic of Turkey 
Republic of Turkey 
Republic of Turkey 
Republic of Turkey 
IGSAS 
Republic of Turkey 
Republic of Turkey 
Republic of Turkey 
Republic of Turkey 
Turkish State Railway 
Republic of Turkey 
TEK/TKI 
DYB 
TSKB 
Republic of Turkey 
Agriculture Bank of 

Turkey (~CZB) 
State Pulp and Paper 

Industry (SEKA) 
Republic of Turkey 
TEK 
Republic of Turkey 
DYB 
TSKB 

Total 

Livestock I 
Education 

•. 

Fruit and Vegetable 
Fruit and Vegetable 
Irrigation Rehab. 
Steel Mill Expansion 
Istanbul Water Supply 
Istanbul Urban Dev. 
Ferti·lizer .Indus.try 
Livestock II 
Ceyhan Aslantas 
Ceyhan Aslantas 
Istanbul Power Dist. 
RailHay Project 
Antalya Forestry 
Elbistan Power 
Industry 
Industry 
Rural Development 

Agriculture Credit 

Newsprint 
Livestock III 
Power Transmission II 
Tourism 
Industry 
Industry 

of Hhich has been repaid 
Total now outstanding 
Amount sold 3.6 

of which has been repaid 3.1 

Total now held by Bank and IDA IE_ 
Total undisbursed 

/a 
IE. 

Includ~~s $18.0 nillion approved on April t), 1976 
Prior to . exchan&e adjustments 

(Less Canccllatir1 ~1 s rsS:-:1 
Bank IDA Vn cli s btn·~~ 

255.1 

13.5 
10.0 

76.0 
37.0 

42.0 

44.0 

14.0 
46.7 
40.0 

148.0 
40.0 
65.0 
75.0 

54.2 

70.0 
21.5 
56.0 
26.0 
70.0 
74.0 

1278.0 
118.0 

1160.0 

3.1 

1156.9 
631.9 

92.3 

4.5 

15.0 
18.0 

2.3 

16.0 

30.0 

0.2 
4.7 
3.5 
0.2 
1~6 
6.8 

].l}. 6 
0.7 
l.G 

~ 
0.8 
5.1 

13.2 

8.9 

178.0 . 641.9 
3.5 

174.6 

174.6 ~ 
10.0 ~ 



ANNEX G(v)(a) 

SUMMARY OF BANK GROUP OPERATIONS 

Ln. No. 748 Education Project: US$13.5 million loan of June 9, 1971. Effec-
tive Date: September 29, 1971. Closing Date: September 30, 1978. 

The project is about two years behind schedul~, due mainly to ini­
tial difficulties in providing the project unit witfi adequate qualified staff 
and authority commensurate with its responsibilities. However, implementation 
is now proceeding well, with equipment procurement progressing satisfactorily. 
Training of teachers for technician schools, adult training centers and 
practical trade schools has made considerable progress. The Management 
Training Institute has been established on an interim basis pending passage 
of legislation formally establishing it, and its instructors are undergoing 
training. Sixty-seven local advisory committees for vocational and technical 
education have been established, one in each province. 

Ln. and Cr. Nos. 762/257 Fruit and Vegetable Export Project: US$10 million 
loan and US$15 million credit of June 22 1 1971. Effective Date: May 19, 
1972. Closing Date: June 30, 1978. 

The proj~ct is nearing completion, with three of its four com­
ponents, including refrigerated trailer and towing units, marketing facili­
ties and a roll-on roll-off ferryship, fully implemented. A fourth component, 
comprising credit and technical assistance for citrus development, underwent 
initial start-up delays, but is now well established and being implemented 
satisfactorily. 

Cr. No. 281 Irrigation Rehabilitation Project: US$18 million credit of 
January 25, 1972. Effective Date: April 27, 1972. Closing Date: December 
31, 1978. 

Construction of irrigation and drainage channels and on-farm works 
at Silifke and Tokat is nearly complete, but on-farm works are still behind 
schedule at Koprucay because of the extremely short annual work season. 
Arrangements to ensure use of remaining loan funds before the revised closing 
date are being finalized by the implementing agencies, and project works not 
completed by the closing date would be carried out using Government funds. 

Ln. No. 817 Steel Mill Expansion Project: US$76 million loan of April 28, 
1972. Effective Date: August 4, 1972. Closing Date: December 31, 1978. 

The project is expected to be completed in the second halt of 1978, 
three years behind the original schedule, due to delays in beginning procure­

!Iie'rrrs atennnlhg largely from inefficient management. An additional $3.6 million 
in foreign exchange is required for project completion, and the Government is 
being requested to transfer that portion not already arranged. 



Ln. No. 844 Istanbul Water Supply Project: US$37 million loan of June · 30, 
1972. Effective Date: January 4, 1973. Closing Date: December 31, 1979. 

Project ~onstruction was delayed about 2-1/2 yea~due mainly to 
problems in the use of ICB procurement procedures and inefficient management. 
However, construction moved swiftly in 1977 and the two major water resources 
development programs are expected to be completed by mid-1978. Substantial 
improvements to the distribution system are required, however, to enable full 
utilization to be made of the new water sources. Although a tariff increase 
was implemented in September 1977, this was insufficient to enable lSI to 
generate sufficient funds for future ongoing investment in the distribution 
system, and the Government has been requested to explore ways to resolve the 
continued lack of adequate local currency. 

Cr. No. 324 Istanbul Urban Development Project: US$2.3 million credit of 
June 30, 1972. Effective Date: January 4, 1973. Closing Date: December 31, 
1978. 

Consultants have completed Phase I of the general urban planning and 
urban transport/land use modelling studies as well as studies on wastewater 
and bus/traffic engineering and control. Plans for Phase II are currently 
being prepared. 

Ln. No. 845 IGSAS (Istanbul Fertilizer Company) Project: US$42 million loan 
of June 30, 1972 as amended April 18, 1975. Effective Date: October 6, 1972. 
Closing Date: October 31, 1978. 

The project has been physically completed at a cost of $146 million, 
some $16 million above the original estimate, with the overrun being met by 
the Government, the State Investment Bank, and shareholders. Production 
commenced in April 1977, but soon after severe technical problems were encoun­
tered, resulting in lengthy shutdowns which prevented steady commercial opera­
tion being achieved until December 1977, some 15 months behind schedule. 
Final performance testing of the plant is expected by mid-1978. 

Cr. No. 330 Second Livestock Project: US$16 million credit of September 28, 
1972. Effective Date: January 5, 1973. Closing Date: December 31, 1978. 

The fattening subproject is progressing satisfactorily and all 
funds have been committed. The Village Livestock Development (VSD) sub­
project, after a slow start resulting from initial difficulties in recruit­
ment of technicians and technical specialists, which have been overcome 
through application of suitable incentives, and after gaining the confidence 
of farmers· in the program, is now progressing rapidly, with 90 percent of the 
funds committed. The project is expected to be completed in late summer 1978. 



Ln. and Cr. Nos. 883/360, Ceyhan Aslantas Multipurpose Project: US$44 million 
loan and US$30 million credit of March 22, 1973. Effective Date: March 20, 
1974. Closing Date: December 31, 1981. 

Construction of diversion tunnels has met with difficult rock condi­
tions and several cave-ins, but as a result of revised tunnelling methods, the 
diversion s now expected to be completed before the 1978-79 flood season, 
which is about one year behind the contract . date and two years behind the 
appraisal estimate. After some initial delays, progress in construction of 
the irrigation wo;ks is satisfactory and by the end of 1977 the system was 
ready to deliver water to about 36,500 ha or about 65 percent of the appraisal 
estimate for 1977. However, on-farm works are behin4 the appraisal schedule, 
with 55 percent and 29 percent of 1977 targets completed respectively for land 
levelling and surface drainage. Construction of feeder roads has progressed 
faster than initially estimated, with 156 percent of the 1977 target completed 
or 59 percent of project total. A permanent director and one of the two ' 
extension consultants have been appointed. Full-time subject matter special­
ists have been hired and recruitment of field staff is continuing. 

Ln. No. 892 Istanbul Power Distribution Project: US$14.0 million loan of 
May 25, 1973. Effective Date: September 28, 1973. Closing Date: 
December 31, 1978. 

The project has about fo ears mainly by slow pro-
curement action; however, this is now almost completed. Costs have increased 
by nearly 300 raisal estimates primarily re n very high 
lo al cost increases. Consultant studies of the Istanbul power market an o 
the proposed reorganization of the company's electricity ·and transport ser­
vices have been completed; a study of its gas operations is under review. 
lETT's tariffs were raised following the countrywide tariff adjustments made 
in September 1977 and additional steps are planned by the Government to help 
cover the increased project costs and revitalize the company's finances. 

Ln. No. 893 Turkish State Railways: US$47 million loan of May 25, 1973. 
Effective Date: August 28, 1973. Closing Date: September 30, 1978. 

In physical terms, including track renewals, rolling stock, and 
locomotive production, the latter financed by the European Investment Bank, 
the project is substantially completed. Nearly 75 percent of the loan has 
been disbursed and procurement actions have been or are in the process of 
being completed for use of the remaining loan funds. Although tariffs have 
been raised twice since the loan was made, the Borrower continues to fall 
short of meeting the financial targets in the revised Plan of Action agreed 
with the Bank in mid-1975, and further tariff adjustments have not yet been 
approved ·by Government. While the dieselization program is making satis­
factory progress, other measures to improve operational efficiency, such as 
appropriate manpower planning have not been given sufficient attention. 

j . 



Ln. No. 957 Antalya/Akdeniz Forest Utilization Project: US$40 million loan of 
}anuary 28, 1974. Effective Date: May 26, 1976. Closing Date: December 31, 
1978. 

Following the approval by the Executive Directors of needed changes 
in the agreements arising from relocation of the site of the pulp and paper 
mill, the loan was declared effective. Construction has begun at the new 
site, and the ·project is expected to be completed by the beginning of 1981, 
1-1 2 ears behind_ the revised schedule. The cost overruns are being met by 
the Government and the State Investment Bank. Some cases of sub-standard 
civil works constructions have occurred, and as a corrective program has pro­
duced only temporary improvement, SEKA has been asked to further strengthen 
its supervision. The Government has been unable to authorize the foreign 
exchange transfers needed to permit continued procurement for the industrial 
part of the project. 

Ln. No. 1023 Elbistan Lignite Mine and Power Project: US$148 million loan of 
June 28, 1974. Effective Date: June 1, 1976. Closing Date: July 30, 1982. 

Engineering and contracting are proceeding, but project implementa­
tion has been delayed as a result of critical problems, including insufficient 
staff, inefficient management, inadequate coordination among various agencies 
and unsatisfactory performance of civil contractors. After the Bank and the 
co-lenders reviewed the situation in January and April 1977 with the Turkish 
authorities, the remedial measures initiated by Turkey have had quite encour­
aging results in improving project coordination and in the physical aspects of 
project implementation. 

Ln. No. 1024 DYB (State Investment Bank of Turkey): US$40 million loan of 
June 28, 1974. Effective Date: September 30, 1974. Closing Date: 
December 31, 1978. 

The loan "\'las fully committed in February 1977, with eleven sub­
projects approved by the Bank. Project implementation is satisfactory. 

Ln. No. 1078 TSKB (Industrial Development Bank of Turkey): US$65 million 
loan of January 22, 1974. Effective Date: April 24, 1975. Closing Date: 
December 31, 1978. 

The loan is fully committed and project implementation is satis­
factory, although disbursements are somewhat behind original appraisal esti­
mates, as a result of the current difficulties in Turkey's investment climate. 



, .. 

Ln. No. 1130 Corum-Cankiri Rural Development: US$75 million loan of June 23, 
1975. Effective Date: January 2, 1976. Closing Date: December 31, 1981. 

The project is progressing satisfactorily. The project extension 
service is operating successfully and consultants are being engaged. Corum 
dam is nearing completion and the associated irrigation works are expected to 
be completed during the summer of 1978. Kumbaba pumping station and the asso­
ciated irrigation networks are nearly completed. Construction of the remain­
ing village centers will be delayed until 1979 while a plan for the use and 
maintenance of the centers already built is being drawn up. Other civil works 
are well underway. 

Ln. No. 1194 Second TEK Power Transmission Project: US$56 million loan of 
June 14, 1976. Effective Date: Closing Date: 
December 31, 1979. 

The original ~ffectJ yepess date of September 14, 1976 has been ost­
he sixth time to April 28, 1978 to permit the Government and TEK to 

meet fully, before effectiveness, certain financial and institutional require­
ments under their agreements with the Bank. 

Ln. No. 1248 Agricultural Credit and Agroindustries: US$54.2 million loan of 
Hay 5, 1976. Effective Date: May 11, 1977. Closing Date: September 30, 
1981. 

Project implementation is satisfactory. Under the agroindustries 
component, the responsible Project Unit is actively preparing sub-projects for 
marketing and processing facilities. The supervised credit component, an 
on-going program of the Agriculture Bank, which is being expanded with Bank 
assistance, is also proceeding well. The ferryship component has been imple­
mented, and the two roll-on and roll-off ships purchased under this project 
and the Fruit and Vegetable Export project, are now operating a regularly 
scheduled service between ports in Turkey and two ports in Italy. At the 
Borrower's request, a cattle-fattening component of the Project, and US$7.7 
million of the original Loan amount of $63 million, allocated for this pur­
pose, were cancelled on May 5, 1977. Also, as provided for in the Loan 
Agreement, $1.04 million for training was cancelled on December 22, 1977, 
following approval of UNDP funds for this purpose. 

Ln. No. 1258 Balikesir Newsprint: u·s$70 million loan of May 21' 1976. 
Effective Date: October 15, 1976. Closing Date: Oecember 31, 1980. 

Project implementation is about six months behind schedule but 
quality of work is satisfactory. 

I 

I 
I 

/ 



Ln. No. 1265 Livestock III: US$21.5 million loan of May 26, 1976. Effective 
Date: February 25, 1977. Closing Date: Harch 31, 1982. 

After a slower than anticipated start-up, project implementation is 
now satisfactory. Project offices have been established and are virtually 
fully staffed, with all three consultants on post. Preparation of farm devel­
opment plans has been slower than expected; however, a substantial number of 
sub-loan applications have been approved or are in the process of preparation. 

Ln. No. 1310 South Antalya Tourism Infrastructure: US$26 million loan of 
July 9, 1976. Effective Date: March 1, 1978. Closing Date: December 31, 
1982. 

After considerable delay due to difficulties in finalizing appoint­
ment of a permanent Project Director and in Government acquisition of privately 
owned land in the Project Area, the loan was made effective on Harch 1, 1978. 
Despite this, implementation of most project components is satisfactory, with 
progress being made in preparation of specifications and project design work. 
Staffing of the Project Unit is expected to be accelerated now that the 
Director has been appointed. 

Ln. No. 1379 DYB (State Investment Bank of Turkey): US$70 million loan of 
Harch 23, 1977. Effective Date: July 21, 1977. Closing Date: tvlarch 31, 
1981. 

Loan commitments and ements have ot started e mainly due 
to changes in Government which led to delays in formulating the 1978 Annual 
Program. However, DYB has recently discussed with the Bank a pipeline suffi­
cient to fully commit the loan by the terminal date of March 31, 1979. DYB is 
currently experiencing severe staff constraints, which it is trying to over­
come by new recruitment on improved contract terms. 

Ln. No. 1430 TSKB XII (Industrial Development Bank of Turkey): US$74.0 
million loan of June 3 2 1977. Effective Date: August 29 2 1977. Closing Date: 
June 30, 1981. 

Progress is satisfactory and as of February 28, 19?8 about $23 mil­
lion had been committed. In 1977, TSKB essentially reached an agreed target 
by allocating 38 percent of its resources to projects in less developed 
regions, and exceeded another in its assistance to small and medium-scale · 
labor-intensive enterprises. TSKB has so far been unable to raise resources 
in international capital markets as expected because of Turkey's economic 
difficulties, but the interest of several financing sources is anticipated 
once conditions permit renewed efforts. 



(v)(b) STATEMENT OF ESTIMATED AND ACTUAL 
' (FEBRUARY .28,1978) D$SBURSEMENTS/COMMITMENTS 



ANNEX G(v)(b) 

A. !'~' !-LIC SECTOR 

1. A .. rtcultur~ 

· ! rrlgat ton) 

llrigation R~hab. 
Ce yhan Aalantaa 

Total Irrigation 

(Other Agriculture) 

Fruit and Vegetable I 
Live& toclc. 11 (Village Dev.) 
Livestock III 
CorWil Cankiri Rural Dev. 
Agrocredi t 6o Agroinduatriea 

Tota 1 Other Asricul ture 

Sub-Total - Agriculture 

2. ~ 

lETT 
El~iatan 

TEK II 
Sub-Total - Power 

3. Induatn 

ICSAS 
Erdemir Steel 
DYB (DFC) 
Antalya Foreatry 
Balike&ir Newsprint 

Sub-Total - Induatry 

4. t:rban Proiecu 

Istanbul Water Supply 
Istanbul Studiea 

S'Jb-Total - Urban 

S. Transport 

Railvaya I 

6. Education 

Vocational 

7.~ 

Antalya !ouri•• 

Sub-Total - · Public Sector 

B. P?.I'.'ATE SECTOR 

TSKB XI 

C. l.OA.'>S SIGNED SINCE JANUARY 31. 1977 

DYB (DFC) 11 
TSKB XII 

Sub-Total 

Cr.": , H;ED TOTAl. ( A + B + C ) 

Loan or 
Cro•<11 t Nn. 

Cr. 281 
Ln. 883/360 

Ln. 762/257 
Cr. 330 
Ln. 1265 
Ln.l130 
Ln. 124a 

Ln. 892 

~= ~~~~ 

Ln. 845-1-~/ 
Ln. 817 
Ln. l\)24 
Ln. 957 
Ln. 1258 

Ln. 844 
Cr. 324 

Ln. 893 

La. 748 

Ln. 131o!/ 

Ln. 10711 

Ln. 1379 
Ln. 1430 

111.0 
74.0 
92.0 

25.0 
16.0 
21.5 
75.02/ 
54.2-

.llid 

ln.:.! 

14.0 
1411.0 
56.0 

2ii:'O 

42.0 
76.0 
40.0 
40.0 
70.0 

268.0 

37.0 
2.3 

3'9.'3 

46. il-1 

13.5 

70.0 
.1!:.2. 

~ 

1104.02 = 

J)JS8Uii.Sfl'IDO 

(£xv•·clt·d an<! A<.lual Dhbur••·-· nta 
for on-autna pru j..cl• not fwlly d1abure&-d) 

1972 
1973 

1971 
1972 
1976 
1975 
1976 

1973 
1974 
1976 

1972/1975 
1972 
1974 
1974 
1976 

1972 
1972 

1973 

1977 

1975 

1977 
1977 

t:•rrc t,.,.ll 

17.1 
24.1 
41.2 

25.0 
16.0 

1.11 
11.4 
.2.:l. 

~ 

ill.t.1 

14.0 
35.4 
5.8 

Ss:2 

42.ot' 
76.0 
28.3 
27.1 
11.6 

185.0 

36.0 
2.3 

3'8.3 

47.0 

13.5 

13.5 
19.1 
32.6 

17.11 
5.2 
o.o 
1.1 

..2:.2. 

li:l 

1Ll 

1.1 
13.2 
..2:.2. 
14.3 

35.2 
63.5 
111.11 
25.2 
..l:.l 

liZ:.! 

12.6 
1.5 

i4.i 

31.6 

6.2 

1..1 Based on original forecaata in Appraiaal Report unbu oth~rviae indicated. 

r.~ rccnt 

(~to 
Exp,.ct,.d) 

79 
79 
79 

n 
32 

10 

Jt 

55 

08 
37 

26 

84 
83 
66 
93 
45 
80 

35 
65 
37 

67 

46 

61 

61 

2/ Lc.An anvlunt reduced from US$63 million to $54.2 milllon vlt.h cancellation of fattenlna and tralnlft& coapoMat.s. 
J/ l:au·d on revlaed dhbura .. menl achedule for amall~r project. 
l:t l..<;an aignt·d June 14, 197b, but not yet effective. 

hp .. ctect-!-1 

25.0 
16.0 

5.6 
31.3 }) 
.1hl 

..2Q.ai 

~ 

14.0 
105.6 
~ 

143.5 

42.ot' 
76.0 
37.6 
40.0 
lU. 
ill:! 

37.0 
.1.:.l 
39.3 

46. il' 

13.5 

3 • .5 
~--

ill.:!!. 

10.6 
..i..l. 

!!:.!. 

S/ Includu !>upplemcntal loan of US$18 million for ~xpanded project.. 
b/ liucd on reviaed dhburaemrnt achedwle for expanded proj~ct. 
1t loan amount rcduc•d to US$4b. 7 mlllton aa reawlt of canc~llatlon of US$300,000 dua to -•rd of contract to other than 1oweat. ltlciMr. 
bl 1..0an made effectiv~ Harch 1, 1978. 
'2..1 ·rventy-Hve Loan/Credit Op~ratlona fully dhbuned toulllna $3.51.9 allllo~ Total l•t\lftns to TurkeJ ~'l"el• $1456.1 
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Loan or 
Crt•d l t No. 

Amount Agrt>t•m L'Ilt Expt' Ctt•c;!./ Ac t unl1./ P~·rct•nt Expt•c lt •~/ 2.1 
~ I't!rc.•nt 

A. PUBL1 C SECTOR 

1. Agriculture 
Irrigation 

Irrigation Rehab. 
Ceyhan Aslantas 

Total Irrigation 

(Other Agriculture) 

Fruit and Vegetable I 
Livestock II (Village Dev.) 
Livestock III 
Corum Cankiri Rural Dev. 
Agrocredit & Agroindustries 

Total Other Agriculture 

Sub-Total - Agriculture 

2. ~ 

lETT 
Elbistan 
TEK II 

Sub-Total - Power 

3. Industry 

IGSAS 
Erdemir Steel 
DYB (DFC) 
Antalya Forestry 
Balikesir Newsprint 

Sub-Total - Industry 

4. Urban Projects 

Istanbul Water Supply 
Istanbul , Studies 

Sub-Total - Urban 

5. Transport 

Railways I 

6. Education 

Vocational 

7. ~ 

Antalya Tourism 

Sub-Total - Public Sector 

B. PRIVATE SECTOR 

TSKB XI 

C. LOANS SIGNED SINCE JANUARY 31, 19 77 

DYB (DFC) II 
TSKB XII 

SuL-Total 

COHRINF.D TOTAl. (A + B + C) 

Cr. 281 
Ln. 883/360 

Ln. 762/257 
Cr. 330 
Ln. 1265 
Ln. 1130 
Ln. 1248 

Ln. 892 
Ln. 1023 
Ln. 1194 

Ln. 645-1-2 
Ln. 817 
Ln. 1024 
Ln. 957 
Ln. 1258 

Ln. 844 
Cr. 324 

Ln. 893 

Ln. 748 

Ln. 1310 

Ln. 1078 

Ln. 1379 
Ln. 1430 

~ tn FY 

18.0 
74.0 
92.0 

25.0 
16.0 
21.5 
75.03/ 
54.2-

191.7 

-1§.hl 

14.0 
148.05/ 
56.0::. 

218.0 

42.r}.J 
76.0 
40.0 
40.0 
70.0 
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37.0 
2.3 

39.3 

, 

1972 
.1973 

1971 
1972 
1976 
1975 
1976 

1973 
1974 
1976 

1972/75 
1972 
1974 
1974 
1976 

1972 

46. ,J_I 1973 

l3.5 1971 

26~~' 1977 

895.2 

65.0 

70.0 
74.0 

144.0 

1104.2 

1975 

1977 
1977 

18.0 
50.0 
o8.0 

25.0 
16.0 

3.0 
19.74/ 
9.1-

72.8 

.!!.9..:.! 
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60.0 
77.6 

24.2 
12.5 
o.o 
5.8 
6.9 

49.4 

lll:.Q 

13.6 
80.2 
5.0 

98.8 

40. 0 
73.5 
38.3 
36.0 
41.3 

229.1 

30.2 
1.7 

31.9 

36.5 

7.9 

60.7 

(Actua 1 to 
Exp<•ctrd) 

98 
120 
114 

97 
78 

29 
76 
68 

90 

97 
54 
50 
57 

95 
97 
96 
90 
92 
94 

82 
74 
81 

78 

58 

81 

93 

82 
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44.4 
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1.QQ:.Q. 

14.0 
148.0 
56.0 
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76.0 
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65.0 
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2.3 

39.3 

46.7 

13.5 

65.0 

40.6 
34.5 
75.1 

lli.:.! 

18.0 
64.0 
82.0 

23.8 
15.5 
0.1 

20.8 
11.0 
55.7 

137. z. 

14.0 
82.1 
19.2 

115.3 

42.0 
76.0 
40.0 
40.0 
60.0 

258.0 

29.0 
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30.7 
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8.8 
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24.0 
24.0 

ill.:i 
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TURKEY: ANALYSIS OF COMMON PROBLEMS ON ONGOING 
PROJECT PORTFOLIO 

ANNEX G(v)(c) 

1. The major problems encountered in Bank lending operations are dis-
cussed below under the three main headings: (i) coordination, (ii) policies, 
and (iii) administration. Also discussed are (iv) areas for reconsideration 
of Bank approaches, and (v) areas of success to build on. 

Coordination 

2. Overall coordination of relations with the Bank. This function, carried 
out effectively under the strong leadership of SPO in the early 1970's, and 
lodged in a generally ineffectual Treasury since 1972, needs major strengthening 
despite ,.the changes made in June _1975 as a result of the McNamara-Demirel ex­
changes in the spring of that year. The Ministerial Coordination Committee 
(Finance, Energy, Public Works), created by Mr. Demirel to resolve policy issues, 
never functioned. Despite some increase in staff in a renamed "World Bank Unit" 
Iii .the Treasury and in the Washington Embassy, Treasu coordination still lacks 
the essential ingredients of:(i) substantive sectoral expertise, 
from other unrelated and competing duties, (iii) bureaucr lout, and 
(iv) guaranteed access to policy level officials for quick resolution of major 
issues. The Treasury as een wea even n nanc a expert se, and its 
ability to find satisfactory domestic and cofinancing sources, despite substantial 
guidance provided by the Bank, has been poor. SPO still retains the formal 
responsibility for substantive policy coordination. However between 1971 and 
1977, a o ed to exercise its res onsibilitie fully and most issues 
are either slowly resolved by direct compromise between ministries or, more .often, 
remain unresolved. This contributed to the hold up of preparation, or imple­
mentation of Bank projectn. 

3. needed is a well- headed by an Undersecretary,or Advisor, 
preferably o the Prime Minister's Office, with coordination authority 
over implementing agencies and possessing the ot er ingredients mentioned in 
paragraph 2. It should also be responsible for coordinating relations with 
other external sources of development financing. It could usefully be supported 
by an interministerial co tee chaired by the new M~i~n~i~~~~~~~~~ 
Economic Coordination, with a priority c a 
and on un ersecretar es of other ministries involved in particular issues. 
Restructuring overall coordination along these lines, should be raised force-· 
fully as a priority with Prime Minister Ecevit, because it represents the 
essential framework for resolution of the other problems discussed in this 
paper and because the Finance Minister is already fighting hard to retain the 
present unsatisfactory coordination arrangements i~ .the Treasury~ 

4. Multi-Agency Project Coordination. The Government recognizes the 
need for special coordination arrangements for multi-agency projects (e.g. 
Elbistan, Corum Cankiri Rural Development, South Antalya Tourism Infrastructur e), 
but their creation has been resisted and their utilization inadequate. Co­
ordination/i~le en~tion of Elbistan a m roved 1 sli htly, despite t wo 
years of cofinanciers' joint pressure on the Government. The coordina tion 
committee for the Agricultural Credit and Agro~industries Project (TCZB I) 
went into abeyanGe after appraisal, and did nothing to help identif y or r esolve 
the issue of competitive interest rates for the livestock component, which 
dragged on for a year before the Bank finally had to cancel over $10 mill ion 
allocated for tha t component. 
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5. The Turkish coordination unit (para 3 above) should foster project 
coordinating committees, normally provide the chairman, and make them work to 
identify and resolve problems through out the project preparation and imple­
mentation· periods. SPO agreed to fill this role in Corum-Cankiri and TCiB I, 
but has been relatively inactive in the former and reneged in the latter. Even 
in projects involving only t~p agencies (e.g. Akdeniz, Balikesir, . lstanbul 
Sewerage), a formal coordinating committee often appears necessary to deal 
with intractable issues. Protocols defining inter-agency relations and 
objectives should be agreed on in advance of loan negotiations. 

6. Effectiveness of Loans. Slowness i~~~~~~~~~~~~~~~~~ 
has been a major factor in· implementation delays nanced 
projects in Turkey. Over the past six years, an average of 2 extensions and 
about 8 months tiveness (see attached table). 
Many projects have required four or more extensions. The varied causes of 
delay reflect many of the policy and administration problems disc\.lssed below; 
in some cases, lending should have been postponed. However, the basic need is 
for anticipat-ion, and action by the Government's overall ·coordination unit, to 
assure that effectiveness conditions are met as expeditiously as possible. Even 
after the settlement of substantive issues, the well-known routine procedures 
required for effectiveness have often caused delay because the Treasury has 
been reluctant to deal with them early enough. 

7. Disbursements. Turkey's disbursement record, which was poor at the 
time of Mr. McNamara's spring 1975 meeting with Mr. Demirel and the initiation 
of periodic Government-Bank joint implementation reviews since July 19751 has 
since improved. Between March 31, 1975 and December 31, 1977, disbursements 
totalled $354 million. This boosted the ratio of actual disbursements to 
estimates of disbursement made during appraisal from 51 percent to 69 percent. 
The key factors in this improvement, include prompter submission to the Bank 
of documentation on reimbursable project expenditures in agriculture, action~ 
taken permitting Akdeniz and Elbistan to be declared effective, and swifter ~ 
implementation of industrial and DFC projects generally. Disbursements are ·~ 
however, still slow in some projects, notably Corum Cankiri R ral Dev~lopment --==~ 
and Elbistan. We should continue to press the Government to acce era e 
ursements wherever possible, and this should be a major monitoring responsib­

ility of the Turkish coordination unit. 

Policies 

8~ Most of the topics discussed under. policies and under administration 
(below) are relevant to both categories. 

.... . 

9. Pricing: The problems in pricing of public sector goods and services, 
such as electricity and railway tariffs, water charges, and interest rates, 
cut across the whole Turkish portfolio. Flexibility on these issues, is 
relatively limited on the Bank's side for gener~l policy reasons, and on the 
Government's side, for political reasons. Nevertheless, unless the Bank is 
to limit greatly its areas of lending, acceptable accommodations must be sought. 
However, the Bank should maiuta~u its position. that users should in general P•?:I 
~~_.Ma._~~t-of goods or serv+ces, for reasons of equity, financial soundness 
of SEEs, .national resource mobilization and demand management. Thus, the major 
accommodation will be needed from the new Government. 
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10. As a start, there needs to be better coordination of information on 
the Turkish side regarding pricing policies, and fuller discussion of these 
policies with the Bank. For example, several Central Bank lines of credit at 
subsidized interest rates for various agricultural purposes have been initiated 
in competition with Bank projects, without coordination in Ankara or with the 
Bank (paragraph 4 above). Increased analysis and Government-Bank discussion 
of SEE pricing is needed in sectors where the Bank can help support capital 
and institution-building needs in projects with high economic and social rates 
of return. 

11. Sector-wide Application of Project Covenants. The Government and its 
agencies have reluctantly accepted and implemented certain reforms under Bank­
financed projects. They have resisted extending these reforms more widely in 
the institutions or sectors involved. Bank-sponsored reforms are often seen 
as an unavoidable nuisance, like a surcharge-in-kind on the Bank's interest 
rate, and to be applied only in direct connection with the use of Bank funds. 
This attitude sometimes reflects a disagreement on the validity of the reform, 
and many times, an unwillingness to take the difficult steps to implement· it. 

12. The Government should be urged to accept a two-stage concept of (i) pilot 
reform efforts under Bank projects, and (ii) subsequent application of reforms 
more widely. The proposed new Turkish coordination unit should be responsible 
for monitoring these efforts. 

13. Rigidity of Legal System: Turkish laws often include implementing 
details that in other countries would be covered by the regulations of the 
implementing authorities (e.g. municipal revenue sources, traffic law fines, 
authorized capital of Erdemir). The Government should be urged to seek Parl­
~~~~~a~p~p~r~o~v~a~l, whenever possible, to shift these implementing decisions an~ 

a ake needed amendments to the Government, municipalities, SEE's 
other authorities concerne • 

14. Project Preparation: During project preparation, the Government has 
often nQ! brought into being or even prepared the groundwork for or committed 
itself to new laws, institutions, policies or other reforms required in a 
given sub-sector. Bank leverage has been inadequate to induce these actions, 
after the loans are declared effective. The Government should be urged to· 
exercise this key reform responsibility with the help of the new coordination 
unit and individual project coordinating committees. Most Bank projec;s in the 
last few years have been prepared by outsiders, whether Bank, Cooperative 
Program, UNDP or others. The Government snourdmostly take this over and provide 
adequate resources to build up the pipeline of Bank projects for future years. 
In projects involving major sectoral or institutional reforms, the B·ank should 
lend later in the cycle, so that the Government can 'demonstrate its commitment 
and ensure timely and effective implementation.· 

Administration 

15. Financing Arrangements. Even in the period prior to Turkey's current 
economic crisis, the meeting of domestic and foreign exchange cost overruns by 
the Government or the project organizations concerned, has posed major problems. 
Similar difficulties have been ~xperienced in establishing proper capital 
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structure or cash flows for industrial SEEs financed by the Bank. Even 
within Turkey's budgetary and balance of payments constraints, the Treasury 
and the project organizations have not administered or coordinated,necessary 
financin arran ements as well as they might have. The Eregli Steel Company, 
e.g. continues to be weak in financial analysis, and the Treasury has been 
penny-wise and pound-foolish in delaying government loans (in the face of 
rapidly rising costs), which could have hastened Erdemir Steel I project's 
implementation, thereby augmenting its earning capacity, and foreign exchange 
import savings. Similarly, the Akdeni£ Pulp/Paper project, has also been 
greatly delayed by lack of foreign exchange. Elbistan is an epic case of 
mismanaging foreign resource mobilization. Many smaller projects, especially 
in agriculture, have suffered costly delays because of Treasury reluctance 
to make contingent budgetary provisions when needed,before loan negotiations 
or even when the need for financing becomes clearly apparent. 

16. SEE and Government Agency Staffing. The problems of feather-beddin~, and 
the frequent changes and appointment of ualified managers and policy orfic ials 
are essent·ially political and little subject to n uence y the Bank. Never­
theless they should continue to be raised, and the proposed Turkish coordination 
unit should become the chief spokesman on the Turkish side for reform in this 
area. The problem of adequate salaries and emoluments to attract qualified 
staff is also little subject to Bank influence, but should continue to be 
pursued as a general public sector issue. 

17. However, operating agencies and the coordination unit could do more to 
anticipate staffing requirements of Bank-financed projects, and take necessa~y 
procedural steps within existing regulations to create, fund, and fill positions 
in timely sequence, and hire Turkish staff on a temporary consultant basis 
where needed. 

18. Consultants and Experts. Hiring of individual experts has improved in 
several projects, especially in agriculture, but greater effort by the coordin­
ating unit is still needed to foster among Turkish managers and Government 
officials a more enlightened attitude, to view foreign consultants as a form 
of project insurance premium, and not as a high-priced insult to the technical 
and managerial capacity of Turkish nationals. The changed at.titude and ability 
of the Transportation Coordination Agency to make good use of foreign consultant 
assistance, demonstrates what can .be achieved. 

19. Training. Planning, coordination, and implementation of training in 
several agricultural projects has improved considerably~ However, many organ­
izations (e.g. the Livestock Directorate and SEKA) give it low priority, despite 
consequent project weaknesses, and seek reallocation of loan training funds to 
other purposes. Discipline is still needed to ensure that training, partic­
ularly overseas, is not merely a reward for influential bureaucrats. 

20. Procurement. Government regulations favor procurement of Turkish 
products, and the design of Bank projects normally attempts to take this into 
account. Nevertheless, violations of ICB continually arise. Operating agencies 
and the Treasury seem to feel ICB procedures ar.e a less than binding covenant 
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that can be broken readily, to be made good by reallocation, grant of exceptions, 
or merely stretched interpretations. There is clearly a need to re-educate 
the coordination unit and operating agencies on ICB, its purpose, the conse­
quences of violations, namely, cancellation of the related loan amounts; and 
hence the importance of careful preparation of procurement arrangements during 
appraisal and strict adherence during implementation. Major violations have 
involved the Turkish Railways and Istanbul Power Distribution (IETT) projects 
the latter now satisfactorily resolved. 
Areas for Reconsideration of Bank Approach 

21. Despite their general soundness, certain Bank policies or practices 
deserve re-examination, to ·check whether in the Turkish context they can be 
improved. A few possible areas are discussed here. 

22. Covenants Pronounced Unworkable by the Government. The Bank has some-
times pressed for covenants which the Government negotiators insisted could not 
be lived up to, and which in fact have not been, e.g.: 

i) The insistence on ICB being applied to the procurement of 
~olitically sensitive T · roducts, such as vehicles and 
railway sleepers. We should ancin such items, when 
it is clear from experience and repeated o ficial statements 
that ICB will not work. Vehicles are a more complex problem, 
since Government domestic procurement is extremely difficult 
and many agricultural projects are vitally dependent on vehicles. 
This issue should be taken up as a priority by the proposed 
Turkish coordinating unit. 

ii) The requirement for audits of administrative units of ministries 
implementing Bank projects, such as the Livestock Directorate. 
The auditing of ministries is different from the auditing of 
SEEs and does not provide for a breakdown of accounts to show 
the financial performance of such administrative units. It 
might be useful to arrange a technical discussion of this problem 
to see how legitimate Bank interests could be accommodated 
within the existing Turkish system. 

23. Universal Requirement for Consultants or Experts. Consultants are fre-
quently accepted by the Turkish authorites, but sometimes not, or only after 
long delay, in some cases blocking effectiveness. In at least one case 
(Irrigation Rehabilitation), foreign consultants were covenanted but not hired. 
Despite that, the project progressed reasonably well. - While try.ing to lessen 
the widespread Turkish opposition to consultants, the Bank should also carefully 
examine risks and recognize those projects in which Turkish institutions can 
acceptably handle implementation without the additional risk - protection 
provided through the engagement of foreign experts or consultants. 

24. Institution-Building. Many Bank projects have involved the creation 
or modification or institutions, entrance into new sectors (rural development, 
tourism), or prolifer a tion of borrowers. This ~ut-reaching strategy has be n 
the source of some of our imple~entation difficulties, and the experience 
suggests ~he following lessons: 

! ,. 
i 
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i) We can reasonably hope for continuing advances in what will 
be long-term relationships, e.g. TCZB II after TCZB I, and 
should not expect to achieve too much with a first loan, 
e.g. Railways. 

ii) We should hesitate to require the creation of new institutions, 
or take on new borrowers, where a greater willingness to live 
within existing arrangements and adapt them to new purposes may 
achieve more. 

Areas of Success to Build on or Emulate 

25. An improved Bank lending program in Turkey will derive as much from 
building on successes as from attempting . to correct major difficulties. 
Following are some examples. 

26. The Treasury as coordinating unit, at Bank urging, initiated and 
expedited the planning and successful implementation of coordinated training 
programs, previously ignored, under the Irrigation Rehabilitation, Seyhan, and 
Ceyhan Aslantas projects and affecting four diffeEent agencies. 

27. Mutual professional esteem and effective close partnership were est-
ablished between SEKA and the Sandwell Company, and between the General 
Directorate of Forestry and the Forestal Company, showing that good relationships 
are possible between Turkish operating agencies a~d foreign consultants when 
attitudes are constructive and selection procedures are good. These long con­
tinuing relationships under Akdeniz, have led to the effective identification 
and preparation of several follow-up projects: Balikesir, Forestry Development 
and SEKA III. 

28. The rapid build-up of technical staff and regional offices by the 
Livestock Directorate in 1976-77 following several years of stagnation shows 
that qualified staff can be attracted, even to remote field locations, if min­
isterial backing is obtained, and if existing regulations and incentives are 
used effectively. 

29. The tecent integration of the Fruit and Vegetable project unit, as a 
permanent directorate of the Ministry of Agriculture, shows that new project 
units can succeed, survive, and pave the way for repeater projects under an 
interested sponsoring ministry, a good manager, and a Government with some 
continuity in office. 

30. TSKB illustrates how an effective DFC can evolve from a channel of 
funds to the private industrial sector into a modern development agency that 
also lends to less developed regio]§, ~omotes financing packages for ew 
venture encour es labor-.intensive enter rises and medium-small scale 
ndustries, trains enter gers, and con ucts research and anaiysis to 

open up new sub-sectors and rationalize others. 

31. UNDP has been an effective source of project preparation and technica l 
assistance in a number of projects in several sectors including agriculture, 
forestry, highways, industry, railways, tourism· and transport coordination. 
UNDP and Government welcome this collaboration with the Bank, and UNDP has 
made available about $1 million in unprogrammed funds over the next several 
years for support for Bank-finance-d projects. 



FY 

FY72 

FY73 

FY74 

FY75 

FY76 

FY77 

Loan/Credit 
Name and Number 

Turkey's Effectiveness Reco·rd 

Steel Plant Expansion, Loan 817-TU 
Istanbul Water Supply, Loan 844-TU 
IGSAS I Fertilizer, Loan 845-TU 
Tenth TSKB, Loan 873-TU 
Irrigation Rehabilitation, Credit 281-TU 
Istanbul Urban Development, Credit 324-TU 
Livestock II, Credit 330-TU 

Average FY72 

Ceyhan Aslantas Multi-Purpose, Loan 883-TU, 
Credit 360-TU 

Istanbul Power Distribution, Loan 892-TU 
Railways, Loan 893-TU 

Average FY73 

Akdeniz Forest Utilization, Loan 957~TU 
Elbistan, Loan 1023-TU 
DYB, Loan 1024-TU 

Average FY74 

Eleventh TSKB, Loan 1078-TU 
IGSAS I Expansion, Loan 845-TU 
Corum-Cankiri Rural Development, 

Loan 1130-TU 
Average FY75 

TEK II Transmission, Loan 1194-TU 
Agri. Credit & Agro-Industries, 

Loan 1248-TU 
Balikesir Newsprint, Loan 1258-TU 
Livestock III, Loan 1265-TU 

Av~rage FY76 

South Antalya Tourism, Loan 1310-TU 
Second DYB, Loan 1379-TU 
Twelfth TSKB, Loan 1430-TU 

Average FY77 

Overall Average FY72-77 

Number of 
Extensions 

of 
Effective­
ness Date 

1 
1 
0 
0 
0 
1 
0 
0.4 times 

4 
2 
0 
·2 .0 times 

6 
6 
0 
4.0 

0 
0 

2 
0. 7 times 

6/1 

4 
0 
3 
3.2 times/1 

5 
1 
o--
2.o times 

1.8 times 

Number of 
Months From 

Signing to · 
Effectiveness 

5 
7 
4 
3 
3 
7 
4 
4.7 months 

12 
4 
3 

6.3 months 

27 
24 

3 
TB.o 

3 
3 

7 
4. 3 months 

22/1 

12 
5 
9 

12.0/1 

16 
6 
3 

8.3 months 

8. 3 months 

/1 Assuming TEK II defaults are corrected and the loan is made effective on 
the present effectiveness deadline of April 28, 1978. 
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ANNEX G(vi) 

POSSIBLE FY78 PROJECT 

1. Proj ydro-electric $ 

2. Project Description: Construction of a concrete arch gravity dam 
on the Euphrates P~ver about 160 km downstream from the Keban Dam, with a 
reservoir of 5.6 km3 of useful storage, and 1,800 ~M of installed capacity, 
plus related consulting services through start-up, resettlement of 16,000 
villagers, relocation of 33 km of railway line, and construction of related 
roads and bridges~ 

3. Estimated Project Cost: T 

4. Estimated Foreign Exchange Cost and Financing Plan: Foreign exchange 

cost, excluding interest during construction "on) to be borne by 
Turkey, is $522 million. With the propose Bank loan of nd the signed Swiss 
export credit (essentially for electrical equipment of $240 million, the remain­
ing foreign exchange gap is $182 million? 

5. Borrower: Turkey. 

6. Proiect Authority/Implementing Agency: State Hydraulic Works (DSI)~ 
Project will be handed over to Turkish Electricity Authority (TEK),upon 
completion of construction, ' 

increase.. 

(ii) manner in 'which loan nncum~nts T·!ill cover the riparian 
arrapiemep~ (Rule of 500), to which Turkey has already agreed, to provide adequate 
water releases for downstream riparians; monitoring of flows; talks on long-term 
water-sharing. 

(iii) Completion of forei 

8. Anticipated Timing for Processing: 

EMENA Region 
Narch 21, 1978 

Negotiations: 
Board: 

~i< ~ :: 
April 1978 ? 
June 1978 



POSSIBLE FY78 PROJECT 

1. Project: F ~ivestock ~elopment 
2. Project Description: Supervised credit and extension services for 
improved feed-stuff and sheep, beef and dairy cattle production on about 
5,000 farms in selected counties of 10-11 eastern provinces, extending the 
Village Development activity of Livestock II and the dairy development of 
Livestock I and III. Project gives special emphasis to reaching small farmers 
within the Bank's poverty definition, through eased collateral requirements 
by a Treasury-TCZB small farmer Risk Fund . 

3. Estireated Project Cost: $83 million 

4. Estimated Foreign Exchange Cost and Financing 
to be covered by a Bank loan ~ 

5. Borrower: Turkey 

6. Project Authority/Implementing Agency: Agriculture Ministry and 
Agriculture Bank (TCZB). 

7. Problems: (i) Establishment and operation of small farmer 
Risk Fund . 

(ii) On-lending rate at a satisfactory level. 

(iii) Policy for cattle imports and disease testing . 

n, 

8. Anticipated Timing of Processing: Negotiations: Mid April 1978 (tentative) 

EMENA Region 
March 21, 1978 

Board: ~ Early June 1978 (tentative) 



POSSIBLE FY78 PROJECT 

1. 

2. Project Description: (i) Expansion/balancing of the existing plant 
at Eregli to increase raw steel production capacity from existing 1.5 million 
to 2.0 million tons per year, or from 1.1 million to 1.5 million tons of flat 
steel products per year; (ii) related engineering services; (iii) feasibility 
study of Sta~e III expansio~and (iv) pollution contr9l equipment. 

3. Estimated Project Cost: $307 million 

4. Estimated Foreign Exchange Plan: Foreign exchange 
cost, excluding interest during .. cons million) to be borne by Turkey, 
is $133 million. Proposed Bank loan of $50 rnilli n, plus a $7 million Eurodollar 
loan for engineering services and $20 m1 10 plier credit from Spain ~ ~~ 
for continuous slab caster, leaves a foreign exchange gap of $56 million ~ ¥~ ~ 

5. Borrower: Either Turkey or Erdemir 

6. Project Authority/Implementing Agency: Erdemir, assisted by Japanese 
engineering firm of Nippon Kokan. 

7. Problems: (i) Appointment of competent new top management by new 
Government. 

(ii) Passage of enabling legislation followed by conver­
sion of TL 1.2 billion Government loan into equity. 

(iii) }~intenance of healthy capital structure of Erdereir~ 

(iv) Completion Of foreign exchange financing plan. 

8. Anticipated Timing for Processing: Negotiations: April 24, 1978 
June 27, 1978 ~ 

EMENA Region 
}mrch 21, 1978 

Board: 

I 



POSSIBLE FY78 PROJECT 

1. Project: 

2. Project Description: Implementation of a 7-year (1979-85) time 
slice of the Forestry Ydnistry's long-term program for the development, 
protection and expansion of forests in 16 conservancies covering the 
northern 45 percent of Turkey and representing about 60 percent of national 
forest resources. Project area production will be increased from 6.5 to 
10.0 million m3 of industrial wood through construction and improvement of 
101,000 km of roads and intensified management of the underutilized forests. 

3. Estimated Project Costs: $981 million 

4. Estimated Foreign Exchange Costs and Financing Plan: Direct foreign 
exchange cost $97 million, with about .$·225 ti~direct foreign ex­
change cost. With the proposed Bank loan o · mill~, the shortfall in 
direct foreign exchange is $67 million. -----

5. Borrower: Turkey 

6. Project Authority/Implementing Agency: Forestry Ministry, assisted 
by consultants. 

7. Problems: Completion of foreign exchange financing plan. ~ 1( ~~ ,.... 
8. Anticipated Timing of Processing:. Negotiations: Mid April 1978 (tentative) 

Board: ? Early June (tentative) 

EMENA Region 
March 21, 1978 





ANNEX G(vii) 

POSSIBLE FY79/80 PROJECT 

1. Project: IGSAS II (Anatolian Fertilizer Project) 

2. Fiscal Year: 1979 

3. Project Description: Installation of a 1,000 tons per day ammonia 
plant and 1,750 tons per day urea plant at Kirikkale, 90 km east of Ankara 
and adjacent to a new refinery now being engineered,which will supply the 
naphtha to be used as feedstock. 

4. Estimated Project Cost: $245 million. 

5. Estimated Foreign Exchanse Cost and Financing Pl&n: Foreign exchange 
cost, excluding interest during construction (about $16 million) to be borne by 
Turkey, is $103 million. Proposed Bank loan $50 million. No co-financing secured 
so far, but engineers report expressions of interest from U~ited Ki~g~~~, France, 
and Japan once economic situation clarified. 

6. Borrower: Turkey or IGSAS. 

7. Project Authority/Implementation Unit: IGSAS 

8. Problems: (i) Competent management to be installed by new 
Government. 

(ii) Completion on time of the new refinery 
and associated pipeline from south coast, both of which have significant 
foreign exchange financing gaps. 

(iii) Completion of project foreign exchange financing plan. 

(iv) Fertilizer investment coordination and fertilizer 
pricing. 

9. Anticipated Timing for Processing: Appraisal: }~rch 6, 1978 
Septerr.ber 5, 1978 
November 14, 1978 

EMENA Region 
March 21, 1978 

Negotiations: 
Board: 



POSSIBLE FY79/80 PROJECT 

· 1. Project: Import Program Loan 

2. Fiscal Year: 1979 

3. Project Description: Financing of specific high-priority imports, 
from among the follo~ing, which have· the highest multiplier effects for growth 
export earnings and labor utilization. 

(i) In agriculture - ammonia and rock phosphate to produce fertilizers; 
spare parts for agricultural machinery. 

4. 

(ii) In industry - import requirements of export-oriented 
industry; iron and steel; non-ferrous metals; chem­
icals. 

(iii) Project preparation fund. 

Estimated Project Cost: Not applicable 

5. Estimated Foreign Exchange Cost and Financing Plan: Foreign exchange 
cost of $100-150 million to be provided by proposed Bank loan. 

6. 

7. 

8. 

9. 

Borrower: Turkey 

Project Authority/Implementing Agency: Ministry of Commerce 
Central Bank 

Problems: (i) Senior }funagement agreen1ent to principle of import 
program loan. 

(ii) Successful dialogue with Government on macroeconomic _ 
policies on 

a) resource mobilization 
b) investment levels and priorities • 

Anticipated Timing for Processing: Appraisal: 
Negotiations: 
Board: 

April 1978 
July 1978 
August 1978 

EMENA Region 
}~rch 21, 1978 

( 



POSSIBLE FY79/80 PROJECT 

1. Project: Ports Rehabilitation Project 

2. Fiscal Year: 1979 

3. Project Description: (i) Equipment to rehabilitate 8 and equip 2 
major newly constructed ports; (ii) technical assistance, including training 
to improve operations and management of those ports, and (iii) planning studies 
to determine future port investment needs and priorities, including feasibility 
and preliminary engineering of a new regional pert in ~~rmara. 

4. Estimated Project Cost: $84 million 

5. Estimated Foreign Exchange Cost and Fianncing Plan: 
cost $70 million, to be covered by a Bank loan of $50 million. 
likely to be available for remaining equipment. 

Foreign exchange 
Supplier credits 

6. Borrower: Turkey 
J 

7. Project Authority/Implementing Agency: Ministry of Co~munications, 
coordinating Turkish Railways (TCDD), Maritime Bank and Transport Coordination 
Agency. 

8. Problems: (i) 
(ii) 

Inclusion of port master planning studies 
Coordination of port investments 

9. Anticipated Timing for Processing: Appraisal: April 6, 1978 
November 10, 1978 
January 16, 1979 

EMENA Region 
Uarch 21, 1Y7~ 

Negotiations: 
Board: 



POSSIBLE FY79/80 PROJECT 

1. Project: Erzurum Rural Development 

2. Fiscal Year: 1979 

3. Project Description: Integrated rural development in the Erzurum area 
of Eastern Anatolia, comprising: 

(i) Farm development based on short and medium-term credit for 
intensive dairy farming and the irr~gation of about 2,000 ha. 

(ii) Infrastructure development involving construction of access 
roads and provision of village facilities and social services (schools, health 
centers, drinking water, technical staff housing, and input stores). 

(iii) Institutional support to build-up, reinforce and if necessary 
equip existing institutions involved with extension, adaptive research, credit 
supervision, and handicrafts. 

(iv) Feasibility studies and project preparation in one or two selected 
provinces which would form the focus of the next rural development project. 

4. Estimated Project Cost: $50 million. 

5. Estimated Foreign Exchange Cost and Financing Plan: Foreign 
exchange cost $50 million to be covered by a Bank loan. 

6. Borrower: Turkey. 

7. Project Authority/Implementing Agency: Ministry of Agriculture, 
TOPRAKSU, YSE (agency for rural infrastructure). 

8. Problems: 

9. Anticipated Timing for Processing: Appraisal: 

EMENA Region 
March 21, 1978 

Negotiations: 
Board: 

September 1978 
N/S 
May 1979 



POSSIBLE FY79/80 PROJECT 

1. Project: Sumerbank Textiles Modernization 

2. Fiscal Year: 1979 

3. Project Description: Rationalization, modernization and expansion 
of Sumerbank's Cotton Textiles Division, together with action programs for 
reorganization, improvement in operations, training, modification of planning 
and control systems of that DivisioTh Sumerban~ a SEE, produces textiles which 
meet a low and middle income domestic market demand in Turkey, and garments 
for such a market, with a potential catering. 

4. Estimated Project Cost: $120 million (tentative) 

5. Estimated Foreign Exchange Cost and Financing Plan: Foreign exchange 
cost $65 million. Proposed Bank loan $50 million. No co-financing considered 
so far, as investment requirements will be detailed during preparation, but 
supplier credit expected to be available for equipment to neet balance of 
foreign exchange requirement. 

6. Borrower: Either Turkey or Sumerbank 

7. Project Authority/Implementing Agency: Sumerbank 

8. Problems: (i) Sumerbank reviewing its textiles investment progr~m --
may delay start of project preparation by consultants; and (ii) ensuring soft­
ware component fully accepted and implemented by Sumerbank. 

9. Anticipated Timing for Processing: Appraisal: January 1979 

EMENA Region 
March 21, 1978 

Negotiations: May 1979 
Board: June 1979 



POSSIBLE FY79/80 PROJECT 

1. Project: Istanbul Urban 

2. Fiscal Year: 1979R 

3. Project Description: Site and service development in Mahmutbey, 
on the western perimeter of Istanbul. Comoonents would bP.: 

(i) housing for low-income groups . 

(ii) . land development with proper layout through public 
appropriate techniques 

(iii) industrial development areas 

(iv) commercial development areas 

(v) upgrading of existing settlements 

(vi) possible establishment1 of land use development bank. 

4. Estimated Project Cost: Around $90 million (highly tentative), 
since feasibility study to be initiated. 

5. Estirr~ted Foreign Exchange Cost and Financing Plan: Not available 
but could be between $30 to $50 million. 

6. Borrower: Turkey 

7. Project Authority/Implementing Agency: To be determined 

B. Problems: Institutional arrangements 

9. Anticipated Timing for Processing: Appraisal: N/S 

EMENA Region 
March 21, 1978 

Negotiations: N/S 
Board: June 1979 



POSSIBLE FY79/80 PROJECT 

1. Project: Telecommunications. 

2. Fiscal Year: 1979R. 

3. Project Description: Tentative at this stage. Government has 
proposed only telex/gentex facilities. Bank has proposed more balanced 
project with components in major items of sector investments, which might be: 

(i) Automatic telephone exchange equipment: 150,000 urban and 
20,000 rural lines. 

(ii) Cables and subscriber apparatus (mostly local production) 
170,000 lines. 

(iii) Telex exchanges (5,000 lines). 

(iv) Teleprinters (5,500 l~nes). 

4. Estimated Project Cost: Telex/gentex only: $70 million. 
Wider project: $196 million (very tentative) 

5. Estimated Foreign Exchange Cost and Financing Plan: Telex/gentex only: 
$35 million. Wider project; $61 million (very tentative). Proposed Bank loan: $50 
million. Supplier credit should be available for balance foreign exchange 
requirement. 

6. Borrower: Turkey. 

7. Project Authority/Implementing Agency: PTT. 

8. Problems: (i) Project definition to ensure significant Bank role 
in financing development of sector. 

(ii) Improving financial performance and accounting system. 

9. Anticipated Timing of Processing: Appraisal: 

EMENA Region 
March 21, 1978 

Negotiations: 
Board: 

N/S 
N/S 
December 1978 



POSSIBLE FY79/80 PROJECT 

1. Project: Grain Storage. 

2. Fiscal Year: 1979R. 

3. Project Description: Storage for up to 800,000 tons of cereals 
in various locations around Turkey. 

4. EstimatedProject Cost: $100 million ~ighly tentative) 

5. Estimated Foreign Exchange Cost and Financing Plan: Not established 
since project reconnaissance just completed. 

6. Borrower: Turkey. 

7. Project Authority/Implementing Agency: Soil Products Office (TMO) 

8. Problems: (i) Geographicql distribution of silos already partly 
determined by Government and political commitments made. 

(ii) Appropriate timing for expansion of the largest 
facility at Izmir. 

9. Anticipated Timing for Processing: Appraisal: N/S 

EMENA Region 
March 21, 1978 

Negotiations: N/S 
Board: N/S 

t · 
t 
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POSSIBLE FY 79/80 PROJECT 

1. Project: Highways I. 

2. Fiscal Year: 1980. 

3. Project Description: Priority sections of the Trans-Turkey Highway, 
possibly to be included in the Trans-European Motorway. The heavily-traffickc ~ 

· road links Kinali junction - Istanbul and Izmit - Sakarya, in the northwest 
and Pozanti - Tarsus in the southeast totaling 197 km have been tentatively 
selected. Possible assistance to construction industry. Technical assistance 
in elements of freeway design, construction, and operation. General studies 
of the whole Trans-Turkey Highway will provide the context of the project, 
optimum phasing, etc., and be used to attract co-financing. 

4. Estimated Project Cost: $500 million if all three sections retained; 
proportional reduction if only one, or perhaps two, ultimately included. 

5. Estimated Foreign Exchange Cost and Financing Plan: Foreign 
exchange cost $150-200 million if alf three sections retained. Proposed Bank 
loan $70 nrlllion. Co-financing to be arranged. Importing countries in Middle 
East as well as exporting countries in Europe to be approached. 

6. Borrower: Turkey. 

7. Project Authority/Implementing Agency: Highways Department (KGM) 
with some role for Transport Coordination Agency. 

8. Problems: (i) Appropriate phasing of massive investments in 
Trans-Turkey Highway. 

(ii) Use of international competitive bidding. 

9. k1ticipated Timing for Processing: Appraisal: 

EMENA Region 
~~rch 21, 1978 

Negotiations: 
Board: 

December 1978 
N/S 
July 1979 



POSSIBLE FY79/ff0 PROJECT 

1. Project: SEKA III (Karadeniz Pulp and Paper Plant) 

2. Fiscal Year: 1980 

3. Project Description: Installation of a pulp mill (150-iOO~OOO tons 
per annum capacity) and paper machines to produce 100-150,000 tons 
per annum of printing and writing paper, at Terme on the north coast, along 
with associated sawmills. 

4. Estimated Project Cost: $700 million 

5. Estimated Foreign Exchange Cost and Financing Plan: Foreign exchange 
cost $360 million plus escalation, for the lower end of the size range. Proposed 
Bank loan $70 million. Co-financing to be arranged. Supplier credit should 
be available for part of foreign exchange requirement. 

6. Borrower: Either Turkey or SEKA (State Pulp and Paper Enterprise) 
' 

7. Project Authority/Implementing Agency: SEKA 

8. Problems: (i) Performance on prior SEKA projects at Akdeniz 
and Balikesir. · 

(ii) SEKA's financial position. 

(iii) Selection of optimum capacity. 

(iv) Adequate wood supply. 

9. Anticipated Timing for Processing: Appraisal: 

EMENA Region 
}furch 21, 1978 

Negotiations: 
Board: 

December 4, 1978 
N/S 
October 2, 1979 



.BACKGROUND -NOTES ON FAMILY PLANNING 
. AND . POVERTY~ORIENTED . PROJECTS 



ANNEX G (viii) 

TURKEY 

BACKGROUND NOTE ON FAMILY PLANNING 

1. Turkey's current populatio almost double 
what it was tentyfive verage annua population growth 
is currently estimate t 2.5 perc , with a wide variation from 
3.9 percent in the Medite t areas to only 1.3 percent in 
the Black Sea coastal area. The figures include a substantial 
migration from east and south-east. Turkey to other regions. 

2. About 65 percent of the population lives .tn the western half 
of the country, which has the richest agricultural land and practically 
all the industry. About 42 percent now live in u~ban ! reas, since 
during the last twentyfive years, there has been a f a i rly rapid 
migration from rural to urban areas. Turkey is, by and large 

~~-~----"young" country- since the pnder-14 age group represents abo - - ........ ~~-~ 
of its total population. Literac is estimated at 62 percent 
total population over 6 years old. 

3. Although Turkey is a Muslim country, there is apparently little 
organized resistance to family planning on religious or social grounds. 
Nevertheless, since the previous coalition Governments included the 
extremist National Salvation Part (NSP), which vi orously opposed 
population planning as being against national interests an re ous 
dogma, family planning was neither encouraged nor officially supported 
as a national objective. But neither did these governments oppose 
programs aimed primarily at increasing the health and nutritional 
standards of the population, so long as they did not actively foster 
population control. Thus quiet, low-key programs by UNFPA, bilateral 
donors and the Department of Health have been under way for several 
years. However, the sensitivity of the issue is demonstrated by the 
fact that UNFPA was unable to et an formal a reements signed for the 
financial suppor t exten e , and had to operate merely on e basis 
of an informal exchange of letters with the health authorities. A 
more ambitious USAID proposal for family planning met with serious 
governmental opposition in 1974 and had to be dropped. 

5. The new Ecevit Government appears to have a~ore positi~ , 

action-oriented approach to family planning. Because 1t has now been 
in office fot only 2 months, there is no concrete evidence yet as to 
what direction its approach might take. It is likely that family 
planning will continue to be integrated with health services ~hrough 
rural health centers, district health centers, and provincial hospitals. 
However, the person most likely to play the key rol~ in famiiy planning 
is the r~al mid-wife at the village level. 



• 

6. There are currently about 10,000 rural mid-wives operating 
from a very latg.e number of reasonably well-equipped rural health 
c~nters provided by the Government. These mid-wives are grosSly 
undei?U;tilized, because they lack the training to either effectively 
~otivate the~llagers to practice family planning, or provide 

useful services when the villagers come to them at the rural health 
centers. Thus, there is already in place an abundant input for 
a national family planning program, which is largely going to -waste. 
Family planning infrastructure such as rural health centers, as well 
as district and provincial hospitals, is also in place. Again, this 
is under-utilized through lack of adequate staffing and funding for 
satisfactory operations. Doctors are unwilling to serve in the more 
remote. areas, and hence, the paramedical staff in these facilities 
are unsupervised and essentially untrained. Apparently, UNFPA has 
also provided adequate facilities for the production of Turkish-oriented 
audio-visual family planning materials. 

7. Apart from small bilateral (essentially study) programs from 
Germany and UK, UNFPA has the only family planning project in execution 
in Turkey, but under the arrangements described in paragraph 4 above. 
It has allocated $10 million for the period 1974-1980. However, between 
1976 and 1977, only about $3 million has been disbursed, for integrated 
Rural Health Center-oriented Family Planning activities in Ankara 
and Yozgat Provinces, and training within the General Directorate of 
Population Planning of the Ministry of Health. The UNFPA and the Ministry 
of Health are now discussing, how to effectively use the $7 million 
remaining in the program. 

Possible Bank Project 

8. There appears to be .an abundance of physical infrastructure 
(rural health centers, maternity artd child care centers, district and 
provincial health centers and hospitals) already in place, although it 
is under-utilized. On the other hand, there is clear need for training 
of health personnel, and apparently also for medical equipment, some 
audio-visual facilities, and vehicles. Doubtless some of these needs 
will be met from the balance of the UNFPA allocation and perhaps from 
bilateral donors. In the absence of any kind of properly formulated 
family planning approach or program, short or long-term, by the Ministry 
of Health, it is not possible at this stage to say with any degree of 
certainty what role the Bank might be able to play in this field, if 
the new Government were to request assistance. However, because of the 
latter's positive attitude tow~rds family planning, there might be a 

· scop~ for a modest population project. 
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~OVERTY ORIENTATION IN PAST AND PROPOSED 
aANK OPERATIONS IN TURKEY 

ANNEX G(viii) 

1. With the increasing emphaais on providing assistance to help ' and in-
crease the income of the poor segments of .its · population,. Turkey has, since 
the early 70s, followed an initial policy of alleviating rural poverty. ·The 
extent of the rural and urban poverty is indicated by some rough estimate~ 

l
hat have been developed in the Bank recently. For 1976, the latest year 
or which these data are available, the per capita .rural poverty incom~ 
s estimated at about 8 and urban poverty income is estimated at 

about $350 (using the 1976 average ·exchange rate orTL16.05 = US$1.00). • ~ 
Further,~ut<25 percent of the rural population and about 18 percent of . ~ 
the urban population is estimated to be in t oup. Some of the 
an proJects eve oped or planned, have a rural or urban pov rty orientation, 

and in 1977, Turkey was designated as one of EMENA's UPP target c~untries. 

2. In agriculture, probably the most pronounced poverty orientation ~ 
so far achieved among existing projects, is through the Corum Cankiri rural ~ -

c developme~t proj~ct approved in June 1975. All of the 400,000 intended ~ 
beneficiar ies till b low the e tablished overt line. Their _ incomes~ 

completion, are expected to increase by about 60 to 70 percent. 
in FY72, the Irrigation Rehahilitat1ott proJect envisaged that -
percent (about 48,000 people) benefitting from it,. would be in the 

poverty target group; incomes of all beneficiaries were expected to nearly 
double as a result of the project. The three Livestock projects in Turkey 
have a number of sub-borrowers, but in terms of an overall impact on the 
Turkish rural poor, t.he impact is relatively limited as compared with the 
two sa·id projects. 

3. Probably the major thrust in the Bank's work in improving the incomes 
and quality of life of the rural poor, will come from the ~estry Deyelapmen~ 

-::::o-­
R..roj ect, pl a*laned for FY28. We expect that most of the 5. 2 million forest · , 
villagers residing inside the extensive project area, which includes mos t o'f "' .·, 
northern Turkey, will benefit from this operation, with considerable income 
growth. Similarly, 60 percent of the beneficiaries under the proposed FY78 
Livestock IV project, will be very small and relatively poor farmers. Under 

· the proposed FY79 project for the Rural Development of the Erzurum Region, 
nearly all of the 88,000 beneficiaries are rural poor, who should be able 
to enjoy a significant income growth. 

4. ~n the urban sector, we have so far not had a marked pgyerty orientation 
in existing proj ects. Rowever,we expect the situation to change, as a result-­
of a number of operations foreseen. The FY77 TSKB project i~cluded, for 
the first time in Turkey, a specific com anent for the developmen t of small­
s ustr , which besides income generation would address the pro 
employment generation. The important employment generation factor is 
to be addressed in future through projects channelled through similar 
intermediary credit institutions. A project now under preparation (FY80), 
will support the expansion of the labor intensive garment segment of the 
private sector textile industry, and is expected to generate some 48,000 new 
jobs in major urban areas. In future fiscal years, we hope to support a 
small-scale industry/industrial estates project, which still has to be 
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defined, but in which we would like to direct a substantial portion of 
the Bank loan towards employment generation projects benefitting urb~n . 

poor. 

5. With the brighter prospects because of the policy orientation of 
the new government, the development of specific urban projects in Istanbul, 
will clearly enable an impact to be had on the quality of life, or provision 
of amenities for the urban poor. The envisaged Mahmutbey Sites and Services 
pr_oj ect in Is-tanbul in FY.B.Q_, into which the idea of a lana use development 
bank might be interwoven," is the first candidate. This might be followed 
up by a project for establishing a low income housing mortgage bank. Besides 
this~ there will be a definite urban poverty bias, in tha sewerage 
project now tentatively slated for Istanbul in FY81, where about ~ne-half of 
the project beneficiaries are likely to be the urban poor. Perhaps if we 
succeed in developing similar projects in other cities, for instance one 
for pollution control in Ankara, we will add further to the provision of 
amenities to that segment of Turkey's poor population. 

, .. .... 
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. 'BRIEF 'ON .PROJECT .TO .BE 'VISITED 

ON .FIELD .TRIP 



ANNEX G(i.x) 

PROJECT TO BE VISITED 

1 . Pro j ect: Irrigation Rehabilitation (Credit 281-TU) 

2. Signed: January 25, 1972 

3. Credit Amount llion 4. Estimated Project Cost: ~5H mill1.on 

5. Borrower: Turkey 6. Sub-Borrowers: DSI, Topraksu 

7. Effective Date: April 27, 1972 8 . Closing Da te: December 31 , 1978 

9. Project Description: Rehabilitation and 
~ ~ sche~ at Sl~~l~.-~e~~5~0~0~0~h-a~)·,~~~----~~~~~La~~,~a~~~~.~okat 

(22,900 ha), by (a) lining existing main the partly constructed 
distribution ne t Hor k; (b) completing the distribution network; (c) improv­
ing existing and constructing ne'v drains; and (d) leveling and soil recla~ 
rration. Equipment for construction and maintenance, and strengthening of 
existing services, consultants, and training is also included o 

10. Rate of Return pending on area. Koprucay area has the 
highest return. ----------~ 

11. Project Implementation Units: DSI (State Hydraulic Works) 
Topraksu 

12. Disb ursements to March 17, 1978: $16.4 million 

13. ~~ticipated Disbursements: CY 1978 
( $M)"""""l:-6 

I 

14. Present Project Status: The Silifke and Tokat sub-projects are practically 
completed. At Koprucay sub-project area, to be visited by Mr. McNamara, all 
works have also been completed, except for land leveling and drainage, be­
cause of: 

(i) n completion of land leveling owing to farmers' reluctance 
to forego lucrat1ve co 

(ii) armers' inabilit 
preventing 

reciate benefits of drainage, thereby 
undertaking this wor • 

(iii) extension service in Koprucay (manpower and transportation) 

15 . Ac tions Taken/Contempla ted: Over the years, a continuous dialogue has 
been carried on with the Government on the above issues. 

(i), (ii) The Government has undertaken to complete work remaining 
in Koprucay after loan closing on December 31, 1978. 

(iii) The }tinistry of Agriculture in ftnkara has undertaken to 
revi ew the extension situation. 
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16. Major Pr oj ect Issue: Although both t he DSI and Topraksu laws ~all for 
eriodic adjustments of water/irriga tion charges to cover ~ as we~ 

as 1nvestment costs over a per1o o up ars, these laws are not 
~--~~~~i~e~d~ either in respect of this, or other Bank-financed irrigation 
projects. Charges have remained unchanged since 1972, and are based on 
the hectarage of land owned and not on water actually used or crops grown. 
These charges do not even full cover O&M costs. No recovery of investment 
costs is rna e. scuss ens with past Governmen over the last three years 
on this issue have evoked little positive response to the application of 
existing laws, which could eliminate the problem. Consequently, the Bank 
has taken the position that future irrigation projects would be considered 
for financing, only after ·the quest1on o a equa e wa er 1r 

resse e vernment. However, as a result o _ t e 
Ban m ss on s policy dialogue with the new Government, it appears that 
Energy ~tinister Baykal and Finance Minister Muezzinoglu have taken a decision 
to i ncrease t he water/irrigation recovery charges from the present low level 
of TL 11 pe r deca re (0.1 ha ) to an average of TL 80 per decare . 
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Once they talked of great battles and 
the Ottoman empire. Today they talk 
of bottlenecks. That's the fashionable 
way of describing Turkey's desperate 
financial situation. The new Turkish 
government has its back to the wall: 
on one side it has to calm its fighting 
students, on the other it has to satisfy 
the IMF. It nearly said that it could 
not do both. Charles Meynell went to 
Ankara and Istanbul to research the 
country that worries the Euromarkets 
most. 

To the international bankers who 
gathered, in secret, in Paris last month to 
discuss a banking solution to Turkey's 
problems, the country that straddles 
Europe and Asia looked like a lender's 
bad dream. 

From the eighteenth floor of the Inter­
continental hotel in Istanbul, however, 
Turkey looks a prosperous, bustling 
country. There seems to be enough of 
everything, from ships sailing up the 
Bosphorus past the Golden Horn, to 
traffic jams in the winding streets of 
Istanbul. The Turks are still as individual 
as ever. They cope by improvising what 
they cannot get. The 1950s Chevrolets 
are immaculate in looks and function. 
There is a saying in Turkey which says, 
"You find your own money." For a Turk 
that may mean the relatively affluent life 
of a gastarbeiter in West Germany, but 
whatever happens in Turkey he can take 
advantage of the hopelessly inefficient tax _ 
~Y paying almost nothing to the 
Exchequer in distant Ankara. 

In the street very few are aware that in 
terms of mythical balance sheet accoun­
ting, Turkey is practically bankrupt, and 
that the newly e~ Ecev1t government 
in Ankara is struggling to prevent the hub 
of the old Ottoman empire from be­
coming international banking's most 
dangerous asset. 

After six years of weak coalition 
governments and party political confu­
sion, the only novelty is the rowin stu­
de Right-wing umversity ac­
tions fight their left-wing colleag1.1e:i, and 
sometimes kill each other. Bombs explode 
frequently about the town and around the 
university campus. In mid-Feoruary in­
ternational visitors had a taste of the 
rivalry when the Intercontinental hotel 
was caught by rifle fire. 
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But for those who understand the intri­
cacies of economics and politics, feelings 
are running high and in a different direc-
tion. Businessmen and universit 
professors a 1 e are unous at t 

countr "The 
p 1 !Clans have been blind," said an 
angry and frustrated entrepreneur. 

They do not appear to mind how 
Turkey brings itself back to order, so long 

· as it does, and quickly. Industry in 
Turkey cannot hold out much longer 
without its vital flow of imported compo­
nent parts and raw materials. The prevail­
ing mood among the business community 
is that drastic action should be taken 
regardless of whether the IMP has 
suggested it, or demanded it. 

A year ago the Turks could afford their 
habitual measure of insular patriotism to 
shrug off foreign influence. There is still a 
lingering attitude amongst the Istanbul 
businessmen that says the principle 
should apply, but only as a luxury. 

In the highly charged political at­
mosphere of Ankara, though, it remains a 
very sensitive issue. The Turkish govern­
ment is convinced that it must sort out its 
own problems without interference from 
outsiders like the IMP. In an interview at 
the end of January with "Milliyet", one of 
the pro-Ecevit daily newspapers, the new­
ly a·ppointed Finance Minister, Ziya 
Muezzinoglu, said: "The IMF has a cer­
tain way of dealing with problems which 
causes disagreement with the countries 
with who111 it is negotiating. Turkey can­
not close its eyes to the IMF, and the 
IMF cannot close its eyes to Turkey. But 
it is the job of the Turkish government to 
control its economy, and we will not 
share the job with anybody." 

Most sympathise with Ziya Muez­
zinoglu, and the shambles of an economy 
which he has inherited from the Demirel 
coalition which finally fell from power at 
the beginning of January. The only con­
solation is that the political and economic 
crunch was inevitable a year ago. It has 
come as no surprise. 

·1 

Turkey's plight, and the new 
government's problem, is reflected in a 
handful of depressing 1977 results. 
Turkey's balance of payments dived to a 
$2.84 billion deficit, Iraq was owed 
$250 million for petroleum, payments on 
convertible lira accounts were overdue by 
$350 to $400 million. Even tourism was 
in deficit by $55 million and, to give a 
glaring picture of the dismal state of the 
country's cash flow, the 1977 petroleum 
import bill of $1.85 billion exceeded total 
Turkish export revenue by $100 million. 

To extricate itself, Turkey needs to ob­
tain a further $4 billion of foreign loans 
just to service overdue and 1978 debts. 
However unpalatable it is for the Turkish 
government, the $4 billion question hangs 
upon an agreement with the IMF. 

That is the Turkish side of the coin. 
Now for the anxiety of its creditors. 
Official arrears amuwli ~u !::3. 7 5 bi!lil;n, 
the total external debt is around 
$15 billion, nearly 50% of GNP, and 
there is $350-400 million of overdue 
payments on convertible lira deposit ac­
counts. Total foreign commercial bank 
exposure to Turkey is about $6 billion. 

A few weeks ago the banks with most 
at stake held a meeting behind closed 
doors in Paris to discuss their ailing coun­
try client. Little is known about the 
proceedings except that it was decided 
not to take a hard line. It probably means 
that Turkey has the go-ahead to undertake a 
vast rescheduling operation of its existing 
short term debt, providing Turkey 
reaches an agreement with the IMF. 

The government's fight with the IMF 
has been brewing since the end of 
November when the IMF's director for 
Turkey, Charles Woodward, broke off a 
second round of talks with the Demirel 
government because it was becoming 
pointless to make commitments with a 
government that was powerless to 
legislate. The IMF cards, however, had 
already been laid on the table. 

It said that Turkey should devalue the 
lira by at least 20%, halt the deficit finan-

The banks with most at stake 
held a meeting behind closed doors 



cing. policy, reduce growth, impose tighter 
import controls, and promote exports and 
foreign investment. The new government 
did not agree with either the proposed 

. 1cvaluation or the slower growth. Ecevit 
thought the measures would concede 
defeat. "It cannot be accepted that 
Turkey will have to reduce her growth 
rate due to the dictates of external 
powers," he said. These high level shots 
from the bustling old market and ministry 
centre of Ulus, in the heart of Ankara, 
appeared to be the forerunners of a pitch­
ed battle with the IMF. 

Dominated by the vast temple-like 
mausoleum of Kemal Ataturk, the 
Turkish national hero, it is hard to picture 
Ankara as the capital of such an enfeebl­
ed country, prepared to do battle with the 
only institution that has the power to give 
an internationally accepted prescription 
for its problems. 

The Turks maintain that the IMF does 
not understand its problems. The govern­
ment was frightened by social unrest and 
rising unemployment, the wave of univer­
sity killings and, especially, by Alparslan 
Turkes' growing nco-fascist Nationalist 
Action Party. If unemployment was to 
rise, anarchy would advance one step 
nearer to threaten democracy. Ankara 
University has closed because of uncon­
trollable student fighting, and the govern­
ment is determined to halt the upheaval at 
the campus gates. Turks are very proud 
that their democracy has so far lasted 
throughout the Republic's history. The 
government believes that to devalue the 
lira and reduce economic growth would 
increase unemployment to . a level that 
would jeopardise democracy. That, in a 
nutshell, is the fear that motivates the 
Turkish government. 

On past experience the loathing of 
devaluation may be justified. After the 
first one in 1959 there was a revolution; 
after the second, in 1970, commanders of 
the armed forces threatened to take the 
country into military dictatorship. It was 
only half cause and effect, and half coin-

Tayyar Sadiklar 
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cidcncc, but the Turkish politicians have 
not forgottl!n. 

It prompted another oblique broadside 
at the IMF from Ziya Muczzinoglu when 
he said that exports ·and balance of 
payments . were no longer immediately 
associated with exchange rate fixings. He 
said that provided there were comprehen­
sive economic measures there was no 
automatic need for devaluation. It was 
the distribution of consumption, he said, 
that had been so inflationary, not the 
volume. He quoted two examples: the 
amount paid for television advertising in 
1977 of chewing gum was $400,000; for 
detergents it was $1.5 billion. 

The government appears to have been 
frantically trying to find an alternative to 
the dreaded devaluation. It has increased 
import stamp duty from 10% to 22-25%, 
a measure that it construes as being half 
way to devaluation. Then the question of 
a reformed exchange rate system was 
raised in the corridors of the Central 
Bank. Yavuz Canevi, with the unhappy 
task of running the foreign exchange 
book, said that it was suggested the 
o · I rate of the ira be ad· us ted m'Ore 
often to narrow the gap etween e 
official and external rates. The Fjqap"'-

.,l\1injstry did not accept the idea. 
While speculation continues over how 

the government will end the running 
debate on devaluation, one thing is 
becoming clearer. The government is 
resigning itself slowly to the main IMF 
proposals. It has formally introduced a 
new import regime for 1978 of 
$4.85 billion, the level suggested by the 
IMF. A high-ranking official of the Cen­
tral Bank takes a sanguine view of the 
debate. "My point," he told me, "is that it 
had nothing to do with this government. 
The budget programme introduced by the 
last government already included a lower 
growth rate." 

Everybody wants to know the answer 
to one question: if Turkey is rescued by 
the international community, will it get 
into trouble again? In Turkey the ques­
tion is answered in a roundabout way, 
firstly by telling the sad story of economic 
catastrophe. "We became an unhealthy 
consumer-orientated nation without 
building up our resources. We did not 
change in time to the rest of the world," 
explained Hikmet Cetin, the new minister 
for economic coordination. "Because we 
did not diversify enough we remained in 
tfie Classtcal export ctrcle of tobacco, nuts 
and other agricultural products. Today 
we arc in a real bottleneck." 

The Centra l B:mk was the executor of 
the s i n~lc most di sastrous policy: an in­
crease in the money supply of 86% in the 
las t two years to the end of last 
December. Without such an increase the 
State Economic Enterprises, which 
produce 40°o of Turkish indu strial out­
put. would not have em bar !... cd on their in­
fl a tionary spending pro ". rammcs. It is 
known today that the Central llank docs 
not have the foreign exchange to b y the 
new money printing presses it ordered 

Aysel Oymen 

from Germany. 
I asked the bank how much blame it 

should accept for letting its independence 
be eroded by the demands of the 
Treasury. What did the men who run the 
Central Bank have to say about its past 
performance? "The definition of in­
dependence is difficult in this case. In 
terms of the money supply, the Central 
Bank did not have too much room to 
manoeuvre or to be independent. We 
were made to increase our money supply 
because of the budget deficit financing. 
We had to give this credit because of the 
law, because of the regulations. We could 
not simply say that we would not pay it. 
Every day the credit which goes to the 
public sector has a legal reason." 

During the last two years. an offici al 
agreed. the money supply had not been in 
the hands of Tayyar Sadiklar, governor of 
the Central Bank. He added: "If you have 
deficit financing, how can you control the 
money supply?" He explained how he 
viewed the task of the Central Bank. " Its 
major role comes before the budget when 
we give our point of view and try to con­
vince the government to take the right 
economic d.ecisions. After the decisions 
have been made, the Central Bank has to 
support them. Before, we did our best to . 
get the right decisions. That was the onl v 
thing we could do." -

To add insult to injury, the Demirel 
government interfered with the legal 
statutes of the Central Bank, increasing 
the amount which it could legally transfer 
to the Treasury in short-term advances 
from a maximum equivalent of 15'Jo of 
the budget, to 30%, on the ground that it 
was all part of the deficit financin g p~1licy. 

On the other side of the Central Ba ik 
building Yavuz Canevi fully agree I tha t 
the money supply increase w:1" t b~ 
biggest mistake. "But in any eve; .t," >· 
said. '"you cannot expect the C ..: ;1:r.: 
B::mk of Turkey to be as independ nt : . 
the· Federal Reserve o r the Bundest.. ~-:. 1 • :· 
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Zaire: an o · ect e son. 
in reschedu · ng 
Zaire offers one object lesson of how 
banks and their .counter-parties arrive at a 
solution. From the beginning, banks in­
volved with Zaire debt servicing 
difficulties decided as a matter of princi­
ple not to allow the country an easy solu­
tion to its problem. As a British banker 
involved in the Zaire discussions recalled: 
"We couldn't afford to have Zaire 
reschedule its way out of trouble and 
open the door for other LDCs to follow. 
We had to have them take the medicine 
and then provide the sugar." 

The medicine was submission to an 
IMF investigation of Zaire's economy 
and a programme of reforms. The 
sweetener -from ·the banks took the form 
of a promised syndicated loan to help the 
country meet and pay for urgently re­
quired import requirements. To ensure 
that the banks did raise the money, the 
Zairois refused to release the arrears until 
the loan had been syndicated. The money 
was deposited in a blocked account at the 
Bank for International Settlements pend­
ing disbursement of the syndicated loan 
proceeds. 

The banks say the release of the 

not disregarded its advice for the latest 
budget. " By coincidence it has mainly 
been taken," an official said. The budget 
is to have a ceiling of $13 billion, and the 
bank is confident that with this figure it 
will be able to keep money supply firmly 
under control. "We are hoping that some 
new measures will soon be taken so that 
the Central Bank will be much better off 
than it was before. There are many signs 
that this will happen." 

The other calamitous event was the 
restitution of convertible lira accounts in 
1975. The system was set up for the first 
time in 196 7 to attract expatriate worker 
remittanct!s. It saw the government 
over its temporary cash shortage and was 
then stopped. Until 1973, Turkey's 
balance of payments was in surplus. 
Decline then set in, reflecting all the struc­
tural deficiencies of the economy and the 
damaging party political manoeuvres, 
and within two years the balance of 
payments was in deficit by $1.3 billion. 
So the government embarked on the 
simplest way of acquiring finance: con­
vertible lira a~counts. They provided the 
funds. hut high interest rates on short 
term finance was punitive. The excuse 
was that there was a political crisis at the 
time. and there was not time enough to 
~consider better alternative sour~cs. like 
the Euromarkets. 

When the Eccvit government took O\'Cr 
in January this year it inherited a conver­
tible lira debt of nearly $2 billion, of 
which $l.05 billion is due this year, ex-

arrears is a condition precedent for the 
loan proceeds to be disbursed. 

"The whole strategy of getting Zaire 
out of its present cash bind is to have the 
Mobutu government adhering to the IMF 
programme," said one banker. "This will 
provide the climate for the syndicated 
loan to be put together." Bankers are 
happy about reports that the Zaire 
government had agreed to accept the 
stationing of an IMF team within the 
country for a three-year period. They 
appear less keen, however, on reported 
moves by the government to devalue its 
currency the zaire, purportedly by 72%. 
The zaire was devalued by some 42% in 
1976 with debatable results. 

A breathing space for Zaire was 
created whrn the government negotiated 
a rescheduling of the bulk of its official 
debt in 1976 at a Paris Club meeting. But 
it gives the republic only a couple of years 
to tackle its long pending obligations to 
commercial banks. The syndication effort 
to raise $200 to $250 million, led by 
Citicorp, would provide fresh funds to get 
long stalled development projects back on 
stream again, and to pay for vital import 

elusive of the overdue $350 to 
$400 million. The banks and the credit 
agencies have so far made just one token 
gesture to alleviate Turkey's debt burden. 
Via an arrangement with Citibank, Exim­
bank has consolidated $25 million of due 
payments and told the Turkish govern­
ment that it can consider the amount as a 
three to four year loan. 

Despite the crisis which is rocking 
Turkey from the universities to the echo­
ing vaults of the Cental Bank, there is a 
hint of optimism in the Finance Ministry 
that more help will soon be on its way. 
"We lack dollars and we lack oil," said 
Mrs. Aysel Oymen, one of Ziya Muez­
zinoglu's right hand aides. "The world has 
plenty of both at the moment." She is the 
lady who will do much of the negotiating 
with foreign banks, if and when the IMF 
has given the green light to Turkey, an 
event which is confidently awaited. Mrs. 
Oymen is poised for action. She will 
probably ask the Euromarket for a 
$1 billion jumbo credit as a forer.unner to 
rescheduling the entire debt. The Finance 
Ministry is optimisti~. too, on lending 
rates. It would like the $1 billion over 
seven years at less than 1 +· over Libor, 
with a t\\"l) -ycar grace period. 

The government. determined to show 
that it will get to grips with its enormous 
debt problem. has already taken an im­
portant step to pave the way 1r 
rescheduling. ln mid February it abolish­
ed the cxdwngc rate guarantee on new 
convertible lira a~counts. With a devalua-

requirements. 
The need is critical. Delays could only 

reduce the amounts available to be 
deployed in the development of the coun­
try. When negotiations began with com­
mercial banks a year ago, the amount in 
arrears was estimated at $90 million. The 
amount is now $130 million (of which the 
Zairois have only managed to raise and 
deposit in the BIS account between 
$84 million and $93 million). If the syn­
dication effort does not come off this 
year, the amount required to keep Zaire's 
debt servicing current would total some 
$200 million. 

It appears highly likely that the Zaire 
loan will be completed this month. When 
Euromoney went · to press, firm 
commitments for two thirds of the amount 
had been received. By March, therefore, 
Zaire's credit may have changed. Once 
the proceeds of the blocked BIS account 
have been disbursed to Zaire's creditors, 
"this will provide the climate where we 
can consider re-opening lines of credit to 
Zaire again," said a banker involved in 
the syndication effort. 

tion of the lira imminent: it meant that the 
inflow of convertible lira funds would be 
cut to a trickle. bringing an end in sight to 
this didastrous borrowing system. 

By the end of February the tension in 
Ankara was mounting in anticipation of 
the budget. Until then the government 
had more or less fulfilled expectations. 
Imports are to be cut to the 
level suggested by the IMF, acceptance 
financing will be limited to 50 essential 
commodities,. the tax system is to be 
restructured and expatriate remittances 
will be further encouraged. Only one 
serious measure was still absent from 
the governments' public campaign : 
devaluation. 

Nobody, apart from the ousted Justice 
Party, doubted that the Ecevit govern­
ment could formulate a policy for sur­
vival. Ecevit himself has the charisma to 
command international respect. Most 
Turks are also prepared to go along with 
his measures. He may, however, have to 
take a very tough line against any 
member of his government who provokes 
antagonism within the ranks. So far h ~ 
has made it clear that the government will 
not be bound to daily political Clml ­

promisc and he has warned that hi s 
ministers must resign from party poli tics. 
"lie knows that if he fails nobody de 
will be able to succeed. Then the ,.,·holt' 
country will go to ruin", warned a for mer 
Eccvit adviser. Back in western Eu rop~'. 
Turkey's bankers decided there \Va. · 

nothing to do but wait. r J 



What Turkey's finance minister 
thinks about the I F 

Ziya Muezzinoglu was Finance 
Minister in the short-Jived Ecevit 
government of 1972, and has just 
taken on the task again. He is clearly 
familiar with his ministry. Regarded 
as conservative by nature, he is 
widely held to be one of the most 
forceful members of the Ecevit 
cabinet. He has roundly criticised 
mismanagement in Turkey; he has 
promised wide ranging economic 
reforms. Determined to prove the 
adequacy of the government, he has 
also rebuked the IMF for being too 
intlexible with Turkey. 
Euromoney's Charles Meynell went 
to see the calm, pipe-smoking minister 
in the enormous panelled offiice which 
is to be the headquarters for a 
dramatic operation to revive Turkey's 
ailing economy. Excerpts from the 
interview follow. 

What assurances can the foreign 
institutions, banks and companies have 
that an end will be brought to party 
political mismanagement in Turkey? 
Those who have observed the political 
changes in Turkey during the last few 
months should have noticed very well 
that the assurances you mention are the 
political improvements themselves. The 
results of the June 5 elections was 
that the Republican Peoples' Party could 
not get an absolute majority, although it 
came close to it after a one-month minor­
ity gO\·ernment. A tripartite coalition then 
formed a £:t)\·ernment that was not able to 
bring stability to the country. The 
preferences of the people and the 
represcntati\'eS in the National Assembly 
ne~essitated a change in parliamentary 
arithmetic, which enabled an internally 
con:o;istl'nt go\·crnment to take OYer. 

This improvement demonstrates that, 

even in a situation where the election 
results were unfavourable, Turkish 
democracy can maintain its stability by 
its own rules. There is no need for reform 
outside the democracy's own self­
correcting rules. 

Can Turkey recover without slowing 
down its rate of economic growth 1 
Turkey does not intend to pick either .a 
growth rate which would menace its 
economic stability, or a rate that would 
contract its planning efforts which are 
under consideration. 

Does the IMF also believe that this is 
possible? 
We have not yet discussed this subject 
with the IMF. 

Would you agree that it is politically 
damaging for a country like Turkey to 
have to accept the ruling of an inter­
national body like the IMF? 
Turkey's policies are determined by those 
who govern the country. On the other 
hand, we do not believe that the IMF in­
tends to interfere in the policy making 
decisions of Turkey. 

What are your criticisms of the IMF? 
As criticisms of the IMF are publicly dis­
cussed in some other countries, we feel we 

can express some of our own ideas 
because we are a member ' of this 
organization. The main question appears 
to be how the IMF can adjust its policies 
towards the new economic order which is 
developing within the world economy. 
We know that the IMF has already taken 
a number of measures to this end, but it is 
debatable whether they are sufficient to 
cover the needs of the developing coun­
tries. At this stage the important point 
concerning our negotiations with the IMF 
is the relevance of the proposals it has 
made for the Turkish economy. 

How soon after the introduction of the 
budget will you start talks with the IMF? 
We can start talks with the IMF when we 
have taken the measures which will be in 
our budget. 

Several banks are willing to lend medium­
term Eurodollars to Turkey as soon as 
the IMF gives the green light. Is this wait­
and-see poti~y of the banks justified, or 
do you think the banking system should 
be able to act independently of the IMF? 
If the banks are waiting for the IMF's 
green light it must be just for practical 
reasons, since the IMF is an institution 
that makes country studies which the 
banks have not the capacity to do 
themselves. This is very understandable. 

'International bank involvement with 
the Turkish econonty is one . 
of the reasons why we now have a 
burden of short-term debt' 
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But those who can afford such studies to 
.:valuate the potential of the Turkish 
economy can also . take independent 
action. 

· You have said that the new government 
does not want to carry on the IMF talks 
where the last government finished. Does 
this mean that you would like to make 
substantial changes to what was 
provisionally agreed with the IMF last 
year? 
We do not want to begin where the last 
government left off simply because this is 
a new government with a different com­
position, a different programme and a 
new approach. So there will be different 
trade-offs between areas of major con­
cern. The Euromarket offers possibilities 
for large borrowings, and we know the 
market is very liquid at present. Natural­
ly. we will explore the possibilities. 

Can you reveal what the main points of 
the budget will be 1 
A priority of the government programme 
is to reduce the rate of inflation. So we 
have to take a number of measures in this 
respect. We have tried to keep govern­
ment expenses below a ceiling and we 

· have fought in the budget to review the 
Turkish tax system so we can finance the 
government expenditure through healthy 
sources. These are the two main points. 

You have stressed the importance of 
bilateral agreements and foreign contacts, 
and you said that this was a point which 
the IMF would have to notice. Do you 
believe that foreign institutions, the IMF 
included, have not sufficiently appreciated 
this? 
You know the IMF has its own approach 
to the problems of its member countries, 
.and I may say that it is not always the 
best approach for the countries who are 
in the process of development. I think 
these countries have good reasons to find 
some other solutions. In this framework it 
is also possible to improve relations by 
country-to-country contact. 

Do you believe that the US government is 
putting pressure on the IMF because of 
Cyprus? 
It is certainly rumoured to be the case, 
but I have no direct knowledge of it. 

Recentlv you have criticized some of the 
Turkish. banks for exploiting the weak 
situation of the economy. in particular by 
lending at very high margins over deposit 
rates. You have said that they have made 
larger profits despite the economic crisis. 
Do vou intend to control domestic bank­
ing .;,ore firmly'! 
Yes. we want to control the Turkish 
banking system more etTcctivdy. We have 
already said that we will change the struc­
tur~ of inter~st rat~s. This will be the first 
step. and after seeing the developments 
we may hav~ to review the whole system 
on..:e more. 

Ziya Muezzinoglu: We do not believe 
that the IMF intends 
·to interfere in our 
policy making 
decisions 

What's your impression of the way in 
which the major US and European banks 
view Turkey? Are you satisfied with their 
approach? 
I know that they have been involved in 
the past with the Turkish economy. I do 
not think it was a good effort. It is one of 
the reasons why we now have such a big 
burden of short-term indebtedness. 

Are you saying that these banks have 
taken advantage of the weakness of 
Turkey's economy and the weakness of 
Turkey·s politics? · 
I think it is tim~ they took another ap­
proach to ev::tluatc the economy which 
would give not only the international 
banks. but also Turkey, a better chance 
to realize a long-term programme for the 
future. 

Are you confident that you could ndle 
an intlow offunds? 

In our programme we have aimed to 
build up a more effective administration, 
not only in the government but also in the 
state economic enterprises. So I hope we 
can avoid these bottlenecks which we 
have had in the past. 

Are you confident that you will reach an 
agreement with the IMF? 
I hope so. I really hope so. 

How will you encourage those forci n 
companies and banks which have 1wt yd 
made up their minds about the ci·:·:: c ­
tivcncss of the new government 1 
Turkey is a· big country and has :'tn 
economy with great potential. The -..itu::l­
tion which we have at presen t is 
something that we can overcome. fn the 
ncar future I think we will have a 
healthier economy. This will allow th o~c 
companies and banks abroad to h av~ 
closer relationships with Turkey . f_J 

Euromoncy March I 9 7g •! 1 
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Statement made by His Excellency Mr. Ziya Mliezzinoglu 
during Meet~ng . with Mr. McNamara 

.. on .March .23, ·.1978 . 

...... 

1. May I first express the appreciation of my Govern-

ment and myself for your impending visit to Turkey. We con-

sider this visit, as I know you do, as an important occasion 

to discuss, at the highest level, crucial issues affecting the 

Turkish development efforts, and also how best the World Bank 

can help Turkey in its endeavors. 

We have devised and started to implement what we 

think a coherent stabilization policy. Despite that, the 

problems you identified then remain largely on the agenda for 

the future. We want to discuss with you and seek together the 

ways and means of resolving all of these issues at greater 

length during your visit to Turkey. 

At this present meeting, first, I would like to 

summarize to you what we have done so far. Secondly, I would 

like to share with, you my thoughts on a number of areas of 

concern to you and me. 
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2. The Turkish Economy we have inherited three months 

ago was in a mess. There are major difficulties we have to 

overcome during this ye~r and the next. We realized this be-

fore we took office. In fact, one of the major surprises was 

tp find the economic situation as bad as we claimed-it wap when 

we were in opposition. We had to act very quickly, and this 

we did. 

3. Before listing them to you briefly, may I stress 

that some of the measures we have taken are long term in 
• I • 

character. Here is what we have already done: 

.. , 
ONE: · We have accepted the principle of a no 

deficit budget for FY78. To this end, the 

government has put the so-called Special 
' ... ,;._ . ·~ 

Funds under the full control of the Ministry 

of Finance. I intend to exercise that 

control fully. 

TWO: We have proposed to the Parliament a bill 

which requests the granting of wide-ranging 

powers in all areas pertaining to the 

efficient use of all resourceso 
'· 



·. ., . 

THREE: We have completed a comprehensive Tax 

Reform package, which will represent the 

the most important single tax effort that 

Turkey will have made in the 1970s. The 

objective is one of fis~al.equity as well .-
as domestic resource mobilization. 

FOUR: We have significantiy revised upwards the 

Interest Rate Structure, and except those 
. " 
. "' 

that are maintained for export and small 

business promotion, abolished the 

prevailing interest rebate system. 

FIVE: We have raised Liquidity Ratios of the 

., Banking system, and we are now considering' 

additional measures, such as a higher 

Discount Rate, in this area. 

SIX: We have adopted a feasible Import target 

that corresponds with the minimum re-

quirements. of the Turkish economy. . 

. '• 
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SEVEN: We have devalued the Turkish Lira against if 
{! 
~ I 

a number of currencies, ranging from I 

30 to 40%. This brought the cumulative ,.~ 

ll 

devaluation to 41 68% against the same 

-
currencies during a six months period. 

The costs of imports have been further 

:j 
If ,, 
q 

raised by an increase in the rate of stamp if 
q 

duty from 10 to 25%. ,j 
I, 

EIGHT: We have excempted agricultural products 
·I 

_/ ~ ~ 

. I 
from the coverage of the export rebate 

scheme and reduced the rates for other 

, .... t 
l 

!I 
tl 
:I 

products. If 

·I ! ~ 

NINE: We have eliminated Foreign Exchange Risk 
li 
d 
l 

Coverage and thus introduced an effective 

upper limit to CTL accounts. We have also I' 
.. 

reduced the coverage of the Acceptance 

Credit scheme. 

TEN: We have introduced significant constraints 

to Travel Expenditures for touristic 

purposes. 
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This is supplemented by a 50% tax for all 

Foreign Travel Expenditures. 

4. Let me- now indicate how I see the outlook for 1978, 

and. what we want to achieve during the course of the year. 

5. Our thoughts now shift to the longer term issues.; 

of resource mobilization and the rationalization of investment 

programming. 1978 will be a year during which the fourth 

Five-Year Plan is to be prepared. The development strategy 

is to be formulated in such a way as to ensure that Turkey is 

not caught in a similar crisis in the future. We also have to 

aim for a more outward looking economy, capable of sustaining 

growth through export promotion. The stabilization policies 

represent only one step in the right direction. However, this 

is not enough. We have to improve on the commodity trade 

deficit. · The debt service ratios will also have to be 

improved significantly if Turkey is to maintain its short-term 

credit-worthiness which it rightly deserves. My government 

fully realizes this and more. 

6. In fact, as you know, an element on the future 

agenda is to improve the maturity structure of the Turki~h 

· } 
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external debt. We will clear all the arrears and short-term debts 

in an orderly and timely fashion. The government realizes that 

transforming the debt structure on a sounder basis is an issue 

which will contribute to Turkey's credit-worthiness. I know 

that you would be interested to know our thinking about its 

modalities. I must confess that, at the present, I cannot go 
..... 

beyond what we would like to achieve. I hope to be able to 

say more to you on this subject during your visit. 

7. These, however, are not the only objectives and 

I. perspectives the Ecevit government has for the long-term de-

velopment strategy. This is a government of social democratic 

thinking. Translated into socio-economic terms, the government 

is fully committed to a number of specific goals. · First, there 

is the fundamental issue of income distribution. Turkey is now 

regarded to be in the medium-income category but the Turkish 

economy has definite pockets of poverty. While it is true that 

the successive governments have followed a basic needs approach 

for decades, the performance has been uneven. The government 

is determined to address itself to the social inequities 

existing in the socio-economic structure of Turkey. ·secondly, . 

my government has adopted domestic resource mobilization as a 

fundamental objective where successive efforts seem to be needed. 
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While this is a path full of difficulties, I believe we can 

overcome them. And this brings us to the third objective: 

We have to aim for an economic infrastructure that would be 

~ufficient for the needs of an expanding economy. Investments 

are needed during the fourth Five-Year Plan period and i~ 1978 ! I 

in energy, communications and in basic urban and rural services. 

When you come to Turkey, you will observe personally the impact 

of various bottlenecks which we are faced with. The Turkish 

people are going through a period of severe energy shortage in 
' . 

their homes and in their workshops. There are even factories 
/ f 
- I 

· ~ I 

!I 
that are confronted with an immediate danger of being closed 

down, others are operating in below-capacity conditions. ·} 

l 

~ '· 

This year, we must export our agricultural surplus, yet the 

capacities in ports are not sufficient for the task. These are 
~ 

l.: .. 
some of the problems begging for an answer. I would also like 

I , 
I ! 

to mention to you that I have found significant similarities ·' 

between this government's socio-economic thinking and what the 

Bank advocates throughout the developing countries as formulated 

in the World Bank's policy documents and in your owrt speeches. 
I 

1 
I hasten to add, in all candor however, that this may or may not 

i ·-

1 

mean that modalitites also would be identical. Also, there is 

.always the familiar problem that from program to implementation 
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1 one is confronted with a lot of constraints. We will discuss this; 
:: 

and all other issues in the immediate future. p 

I 

I, 

I~ 
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8. The third issue which is of serious and immediate 

concern to us and to you is the deficiencies in the implementation ·-
of ongoing projects. I would like to expand on this at some 

II ., 

length. 

9. First, my government and I personally appreciate 

.. , very much the fact that you have tried to do everything possible :j ,, 
to help Turkey's economic development efforts during the past 

., 
/ l: 

' - ' I . -, I 
l 

ten years. Not only do the comparative annual commitment levels, 
I 

! i before and after 1968, reflect this, but also the flexible 
· I 

!I 
attitude which the Management has displayed during the recent ii 
periods when the Bank's Turkish program had been crippled with 

' · . . 

legal defaults, indicate that you have tried to meet us more 
k· 

than halfway. We are grateful. 

10. The fact of the matter is, however, that despite 

all your efforts and ours, the Bank's contribution to Turkey's 

economic development efforts has been less than it should be. 

We are not satisfied with the annual net disbursement levels, 

and I know that you are not. I fully recognize, that unless 

.we improve our performance in project implementation, there 
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cannot be much scope in realizing what we both desire. There 

is no point for Turkey, and even less for the Bank's membership, 

' if the disbursements fall significantly behind the projections 

while commitments rise substantially. Implementation bottle-

necks have been discussed often by both parties merely as a 

problem. In fact, it is more than that. It is the program 

itself, and it is what determines the Banks actual contribution 

to the Turkish development effort$: Project implementation is 

our responsibility, and we would like to discuss with you, in 

Ankara, how best we can improve our performance. Let me say 

now, that we will aim for timely project execution. 

11. Therefore, if I may summarize, my government will 

aim at a significant increase in the net annual disbursements 

.· 
during the coming five years. Such an objective requires, 

first, a much better performance on our part in project imple-

mentation. We feel that it also requires a substantial increase 

in annual commitments, from a roughly $5 per capita level to 

one that is over $10. We feel that Turkey, with improved 
. . 

economic management and project implementation, would be 

justified to ask for more than $10 per capita lending. 
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12. I hope that I have not given the impression that 

the government regards the var~ous tasks which are immediately 

ahead as lightly. During the past three months, we have had the 

first taste of the immense difficulties involved in . ~ntroducing 

improvements in economic management. The agenda for the future 

is much heavier. I have already mentioned the debt management 

problems as an issue of importance for the re-establishment of 

our credit-worthiness. An expqnsion of World Bank lending 

I. 

represents a crucial phase in realizing that objective. There 

I have indicated our resolve to do our best in project imple-

mentation. This is no easy task. The problems will not 

disappear overnight. Another issue of immediate and crucial 

importance is related to the FY78 commitment program. My 

present thinking is that reducing the number of projects from 

five to three, and increasing the Bank's contribution in two 

of them to a level as to cover the external financing require-

ments entirely, can be the solution. In addition to this, I 

would appreciate very much if you could give some ~erious 

thought, in the days ahead, to a Program Loan to Turkey . 

from the 1978 FY Lending Program. We then could discuss 

this issue when you come to Ankara. 
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THE LIGHTS STILL GO ON IN TUR KEY 

Bulent Ecevit faces a difficult task as his country teeters on 

the edge of bankruptcy. 

by Andreas Kohlschutter 

Economic chaos, the Cyprus dispute,, increasing ~lence- the 

"sick man o n the Bosporus'' has become even sicker. Forty million 

people seeking their way without a compass. Is there a solution ? 

(Photo capion) Turkey needs this man: Bulent Ecevit, politician 

and poet. 

Ankara, February 1978 

At last it has happened: BUlent Ecevit has taken over the reins of 

government. It took him six months, from the time he won the parliamentary 

elections until he became Prime Minister. Back in June 1977 he promised 

"to give the people hope, to inspire them.u The new hope is there, and the 

confidence too. This is Ecevit's valuable starting capital. But instead 

of the betier times he promised back then, he now has to announce more 

difficult times ahead. 

It hasbeen a start without fanfare or glory. There is no rejoicing 

in the Turkey of today, vrhich has been reduced to wrack and ruin and finds 

itself at an historic low. After Ecevit's first thirty days it is 

obvious that the "new era" will for a long time to come have to grapple 

with the problems left behind by the old one. It will have to overcome the 
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"incredible irresponsibility" of which Ecevit accuses (not witlru.t reason) 

his predecessor Demirel, who had clung to power with every means at his 

disposal. It will have to remove ire "Turkish ruins" which litter the land­

scape and cope with the consequences of the "apres nous deluge" policy 

pursued by the unholy and incompetent alliance between Demi rel, Erbakan and 

Tiireks. 

What BUlent Ecevit, a thickset, wiry 53 year old, i s undertaking is a 

herculean task of r eorgani zation and reconstruction , what he calls an 

"era of r eparations." I t i s a new beginni ng with a look b ack i n anger : 

totally drained government coffers, government authority severely under­

mined by unconUolled political terror, an inwardly blocked and frustrated 

and outwardly isolated Turkey. And it is a new beginning more to the 

right than to the left of center, to which populis t and social reformer 

BUlent Ecevit is being pulled by circumstances. He has no option. 

This sensitive son of an Istanbul professor knows this and is acting 

accordingly. For the new Turkish leader, who studied English Literatur e 

in Ankara, Sanskrit and Art History in London, and as a Rockefeller f ellow 

studied Social Psychology, ottoman and Middle Eastern History at Harvard 

University and later also attended a summer seminar of Professor Kissenger's, 

is no adventurer. The poet Ecevit with his dark pensive eyes is not a zealot, 

the progressive politic ian with the for ceful square chin is not a f anatic. 

He has written emotional "Blut und Boden" (pass i onately nationalistic) 

poetry on such subjects, as, of all things, the "secret love" between 

Turks and Greeks, and yet he took the masterfully calculated risk of con~ 

quering Cyprus. He has trans1ted T.S. Eliot, Ezra Pound and even Tagore 

into Turkish and yet he has gained a reputation as a "man of the people," 
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as a land reformer, as a man who looks after the peasants, as the Labor 

Minister who early in the sixties introduced the right to strike and made 

the labor unions one of the powerful factors in Turkish domestic politics. 

He is characterized by a social conscience, not by ideologically fixed 

revolutionary zeal. 

This is apparent now that the signal to break c~p is being given in 

Turkey, and the new team is getting ready to move. Within his party, 

Ecevit has neutralized the extreme left wing, which wants t o press on the 

ideological acceler ator, and removed all his opponents and p tential 

adversaries from their domestic positions of power. He arranged for the 

removal of the leadership of the influential DISK trade union, who had 

been causing trouble with their radical policy of class conflict and with 

whom the left wing of the party had entered into a flirtation. From the 

ranks of the dissidents, only the renowned Deniz Baykal has entered the new 

government, with the trappings and responsibilities of Energy Minister. 

Ecevit has filled all the key positions, particularly the Ministries of 

Finance, Interior, Defense and Foreign Affairs, with technically skilled 

and politically reliable men cast in the same mold as himself. 

Moderation is the watchword. This means: no experimentation in 

domestic or foreign affairs. As the head of the Party and the Government 

told his followers at the most recent Congress of the Republic People's 

Party, the ambitious party program willhave to be adapted and subordinated 

to the demands of reality. 

For Ecevit this means, for one thing, careful attention "to the 

composition of the Government." He calls it, plainly and simply, a 
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"partnership," not a coalition - and yet it is a coalition. To win the 

elections Ecevit needed the leftists, and with the aid of ringing slogans 

he gained their almost unanimous support. To govern, however, Ecevit now 

needs the collaboration of the 14 defectors and splinter-party representa­

tives from the rightist liberal-conservative camp. 

These defectors did not originally want to joint Ecevit's band-wagon, 

but were instead in favor of a grand coalition jointly 'ith Demirel, but 

excluding the Islamic "theocrat" Erbakan and the Turanic r ·~ .•.. :.u f ascist " 

Tlirkes. This would have been a grouping at which the military and the 

economic magnates were also casting longing eyes. Ecevit must have had 

to make promises and offer inducements, political and otherwise, to win 

these rightist backbenchers to his cause. Without their vqtes -he has 

228 and needs 226 -he would not have become head of the Government. But 

likewise, if it had not been for him, 13 of them would not have attained 

ministerial rank. You scratch my back and I'll scratch yours. 

The need to accept reality also meam that Ecevit will have to take 

account of the "state of the nation." In a word, it is disastrous. A 

monument in the center of Ankara bears in iron letters the often cited 

clarion call of Ataturk, the founder of the nation. "Turk - be proud, 

work, feel secure." Today these words sound hollow and empty. The monu­

ment is tottering Turkey as it is now - realing from a wave of murder and 

mayhem, wracked by economic chaos - is unable to offer its citizens the 

necessary pride or sufficient work or enough security. 

·"A shooting range for political rowdies" - In January alone 57 people were 

killed and 300 were injured in terrorist attacks 

The terr orist battle being waged between leftist and riehtist bands 
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continues unabated. Turkey, although so desperately in need of peace and 

quiet and despite its strong sense of social and political order, has 

become a gangster paradise, a "shooting range for political rowdies," as 

one observer put it. Hardly a Turkish day or a Turkish night passes 

without gun battles, bombings or violence between gangs representing rival 

ideologies. In 1977, 262 people were killed in 1,211 attacks; in January 

of this year alone , off icial statistics recorded 57 new deaths due to 

t errorism and more than 300 injured , some of them seriously . 'l"he Anatholia 

pres s agency recent ly is sued a special bulletin when , for the first t ime 

in many months, Ankara had a whole night without bombings. 

Only as a Realpolitiker, not as a committed party politician, can 

Ecevit curb this destructive violence. Only from a position in the center, 

' 
where what counts is not ideological conviction but statesmanlike obligation. 

machinery of 
He must bring an end to the right-wing radical contamination of the/state, 

justice and the police and of the schools, universities and training 

colleges, which had been tolerated by Demirel and promoted by his Deputy 

Tlirkes. This will take time and require a lot of patience. At the same 

time, he must restrain his impatient· leftists, who are calling for immediate 

revenge and retribution. 

Strict applicatimof existing laws- yes; introduction of special 

powers and dispens ation of summary justice - no. The necessary weeding 

out of certain individuals and the raids on the uni versities and student 

hostels that have already started must not degenerate into a witch 

hunt. For this reason, once he took office Ecevit immediately called off 

the leftists' political campaign against a mysterious "counter-guerilla 
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organization" that was discrediting the military and the state security 

police. During the electoral campaign, however, he had himself stirred up 

this campaign. But nowadays the signs no longer point to such Sturm and 
• 

Drang (storm and stress) activities. 

The same also applies to the economic chaos he has inherited, which 

simply cannot be remedied by ingenious ideological solutions . Turkey is bank-

rupt. Its external debt has risen to the astronomical level of US$13 billion, 

and its international creditworthiness is zero. Turkey ' s total eA."}Jected 

export and foreign exchange earnings in 1978 "i,rill fall far 10rt of what i s 

needed to pay even the outstanding service on its debts and the rising oil 

import bill. Inflation is surging ahead at a rate of 50%. The wages of 

workers -- most of whom are employed by the State -- have, however, risen by 

only 10-15%. The printing presses worked very hard last year, and the amount 

of money in circulation rose by 52%. And the number of unemployed hit 2.5 

million. 

In Ankara, people wait in line in front of butchers' shops, bakeries and 

gas stations 

In cold and foggy Ankara, people wait in line in front of butchers' 

shops, bakeries and gas stations. Butane gas used for cooking has become 

scarce; sugar and coffee are being hoarded. More and more factories are 

cutting back production or suspending operations altogether, because their 

vrorkers are on strike or because the Centr al Bank cannot provide them with 

foreign exchange for imported raw materials and spare parts. Power outages 

are on the increase, because the country is no longer able to pay for its 

~ oil imports. If it had not been for Libyan and Iraqi deliveries on credit, 

all the lights in Turkey would have gone out long ago. 
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The new Ecevit Administration is slowly beginning to dig itself out 

from under this avalanche of economic problems. They want to allow them-

selves some time, and so they are putting off the IMF and its rigorous 

austerity program. First they want to draw up their own inventory, take 

stock of the damage and separate what can perhaps be averted from what is 

unavoidable. 

They have already succeeded in turning away from the previous policy of 

i ndiscriminate fore i gn borrowing. The debt problem is due to the fact t hat 

Turkey accepted short and medium-term convertible lira deposits at high rates 

of interest from private foreign banks. The country can not longer afford 

the luxury of this rapid but extremely expensive way of borrowing money. So 

back to a policy of carefully planned long-term government borrowing both on 

the international money markets and in particular through the intermediary 

of inter-governmental agreements. 

Ecevit and his economic planners also show themselves willing to pursue 

austerity, practice budgetary restraint, attack inflation, make borrowing 
~ 

more expensive, impose discipline on the wages front, apply import restric-

tions and order consumer cutbacks. They are consciously working toward the 

creation of common ground with the IMF, since two things depend on the 

"green light" from the IMF: an IMF standby credit of US$400-500 million, 

and also a billion dollar loan from an inter national banking syndicate. Only 

in this way can the new government hope to reduce the mountain of debt it 

has inherited and restore its solvency. 

On the other hand, Ecevit is less willing to pursue the difficult path 

of belt-tightening to the bitter end, to make real cuts in the high rates 

of growth of which Turkey is so proud. Thi s puts him still at daggers 
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drawn with the IMF and he is trying to plod on regardless. Turkey can be 

industrialized not by foreign money loans but only by direct foreign invest­

ment. This would, however, imply a change in course from the inward-looking 

development strategy that has been pursued so far. Protectionism and arti­

ficially high domestic prices have rewarded the "export laziness" of Turkish 

industry and at the same time virtually excluded foreign investors from what 

would otherwise be attractive domestic production opportunities. Ecevit 

argues his social conscience in opposing a cut i n the rate of growth, and 

his national conscience in opposing competitive f oreign investment . 

I nternational problems occupy only t hird place i n Ecevit's list of 

things to do. Yet foreign policy is precisely the area where the new govern­

ment can most quickly and most easily accumulate the points that it needs to 

secure its position. The key to success lies in Cyprus. 

Immediately after he assumed office, the new Prime Minister announced: 

nwe intend to solve the Cyprus problem as quickly as possible and once and 

for all. This is an imperative." During their recent flying visits to 

Ankara, U.N. Secretary General Waltheim and U.S. Foreign Secretary Vance 

received the impres s ion that Ecevit real ly is serious about this. There is 

every indication that the shadow boxing on Cyprus that Demirel had engaged 

in for years is now a thing of the past. 

This desire to make Turkey's position more concrete is the first impor­

tant innovation in Turkey's Cypr us policy under Ecevit. The principles of 

a peace settlement had been determined long ago. Even Makarios had, very 

reluctantly, agreed to a partition of the island on an ethnic basis, with 

two co- equal states under a federal umbrella. And even during the Demirel 

period it was obvious that this constitutional concession by the Greeks 
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would have to be matched by return of part of the territory occupied in 1974 

by the Turkish expeditionary corps. Ecevit is now ready to do business, 

i.e. make concessions -- something that Demirel was unable to do because of 

his jingoistic coalition partner Erbakan. 

Instead of, as before, presenting a list of constitutional principles, 

the Ecevit Administration hopes to present the Greek Cypriots by the end of 

February with a detailed constitution of about 100 articles for the "Federated 

Turkish--Greek Republic of Cyprus ". The new island federation -- as Deputy 

Prime Hinister Turhan Feyzioglu, who is acting as Cyprus coordinator, has 

explained ~- will initially be a "very loose one , with a minimum of central 

powers." The three basic rights-- freedom of movement, freedom of establish­

ment and freedom to acquire property -- would be recognized in principle, but 

could be implemented only step by step and in a gradual manner, "in an 

atmosphere of gradually growing trust and with strict preservation of the 

bizonal structure of the State, which can never be allowed to become a mere 

fac;ade". Cyprus will remain divided. 

On the delicate territorial issue, Ecevit and his Ministers repeat in 

chorus: "We can sit down and talk about the final position of the ,demarcation 

line," provided that this is done "in a rational manner." By this they also 

understand the return of Turkish occupied areas, which currently represent 

roughly 37% of the total territory of the island. 

Major population movements are excluded from the outset . The Greeks, 

who are still demanding the return of all their 120,000 - 150,000 refugees, 

should harbor no illusions on this score. However, Feyzioglu's remark that 

"for the Turkish Cypriots, farmland is more important than towns," does 

open the door for a return by tens of thousands in the Nicosia area and 
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particularly in Famagusta/Varosha, which could possibly become the site of 

the new federal capital. 

Unlike his predecessor, Ecevit is also willing to grasp this nettle. 

The one-time 11 conqueror of Cyprus" will have less trouble with accusations 

from Turkish ultraist circles of "having sold out sacred national rights". 

In Ankara, it is not only the lawyers who are busy working on a new consti­

tution for Cyprus; geographers, economists and of course the military are 

al so drawi ng new maps of Cyprus. 

"We would have to solve the~ru~~blem even if America. had not yet been 

P-is cover ed" 

Ecevit's Cyprus policy is different from Demirel's not only in substance 

but more particularly in method. Demirel made any movement on Cyprus depen­

dent on lifting of the American arms embargo that the U.S. Congress had 

imposed three years ago in response to Ankara's stubborn attitude on Cyprus. 

BUlent Ecevit is determined to get rid of his hobble. He is separating the 

two issues: "Bilateral relations (with the United States) must not be mixed 

up with the Cyprus question, which is one of our national problems." Ecevit 

is taking the initiative, without waiting for America, and he explains his 

action as follows: "We would have to solve the Cyprus problem even if 

America had not yet been discovered." And he caused his professorial Foreign 

Minister, Gundez Okcun, to greet Cyrus Vance with the rather brusque state­

ment that Ankara did not attach any value to American mediat ion efforts in 

Cyprus and in the Aegean: "These problems can be solved by the interested 

parties themselves, without interference from an outside great power." 

Ecevit is also showing willingness to compromise on Cyprus without 

waiting for ·Athens to come around in the Aegean dispute. He is simplifying 
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matters for himself by cutting the already tricky Cyprus issue loose from 

the additional complications of the arms embargo and the Aegean conflict. 

BUlent Ecevit's activism has given Turkey new room for maneuver in 

foreign policy. The ball which had so long been lying in Turkey's court 

has been put back into international play. Washington and Athens have been 

called in from the sidelines and induced to play. The Carter Administration 

is getting ready for a firm attack on the congressional embargo and Constantine 

Karam.anlis is girding for an inescapable tete-a-tete with Ecevit in March. 

The prophets of doom are al1-rays conjuring up the image of a neutralist 

Turkey siding with the Soviets and abandoning NATO. Before Ecevit things 

were looking black, since Ecevit came to power they have been seeing "red". 

But their fears are groundless. For Turkey, unlike Greece, is still wholly 

integrated within NATO, and Ecevit is not going to loosen the tie. Despite 

its impoverishment, Turkey still spends more on defense than any other NATO 

member: 9% of its GDP, 29.9% of its budget in 1977. There is still a huge 

500,000-man army mobilized in Anatolia, with no reduction in the period of 

military service or cutback in unit strengths. There is still enormous room 

·fpr reorganization and cutbacks in accordance with NATO standards. And even 

if only 1/3 of the Turkish airforce is able to take to the air, and thousands 

of tanks are immobile and the air defense system is rusting away -- what is 

lacking is not Turkish resolve to defend itself but spare parts, engines, 

modern weapon systems, money and defense aid from America. 

Ecevit's first foreign policy moves are designed to repair the American 

connection. Even if he doesn't say this out loud. His overtures to Greece, 

with which he says there is "no basic conflict of interest," are designed 

both to bring about bilateral reconciliation and an end to conflict and also 
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to stabilize the southern flank of NATO that has been weakened by the Greco­

Turkish dispute. Ecevit's apparent "NATO revisionism" is no more than an 

attempt to take advantage of detente opportunities that other NATO partners 

have long since seized, in the direction of a diversification of Turkey's 

international ties, increased cooperation within Turkey's Middle East-Balkan 

"Lebensraum," a mixture of collective security and national independence, 

involving ties with the West and contacts with the East. And at all times 

it is recognized that such new foreign policy moves are possible only uin 

the narrow range between no steps at all and just small steps 11
, as one of 

Ecevit's close associates put it. 

This is the dilemma facing Blilent Ecevit: he embodies Turkish alter­

natives, which do not exist in the hard reality of a present devoid of 

alternatives. He has to hold high the banner of social and economic reform, 

without really being able to wave it too much. He wants to pursue certain 

basic tenets of freedom, such as lifting the ban on communists, but at the 

same time all he can do is put it on the back burner, "put the issue to 

sleep," to quote his press secretary. In his economic policy he is as 

unwilling to yield to the dictates of the IMF as he is to bow to U.S. 

congressional pressure for concessions in his Cyprus policy, yet in the 

final analysis he has no other choice. He preaches the bold, promising 

formulas of a "national defense approach" and a "dynamic foreign policy" in 

search of greater independence, and yet he knows full well that while such 

formulas can at best have some impact on regional policy, strategic forces 

and balances remain immutable. 

The main who cannot dream, it is said, will go mad. This is true of 

BUlent Ecevit, who has been called not only to govern but also to lead. 
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This is also true of Turkey as a nation, which has lost its old identity 

and not yet found a new one. This state, which the enlightened Atatlirk 

created in violence, is isolated both within and without; torn loose from 

its Arab-Islamic roots, kicked and pushed-- deprived of both prophets and 

fez -- into the modern world, alienated from both the East and the West, 

40 million people seeking their way without a compass. 

Atatlirk ' s Turkey was born in violence. Only a democrat and a reformer 

can correct t he attendru1t traumas . A man with f antasy , warmth and r esolve. 

Turkey needs i ts BUlent Ecevit~ 

I 



CURRENT MEDIA SITUATION IN TURKEY 

Turkey has a longstanding tradition of a broad spectrum and highly 
political press, which has passed successfully through many trials of mi·l itary 
control and repression. The Turkish press is today largely free from 
government intervention and the fear of military control, for years a threat 
to Turkish journalists. In the freedom of the early 1970 1 s the Turkish press 
began to evolve from a large number of partisan journals in Ankara and Istanbul, 
to a nationwide profit-oriented medium. · 

While there remain a large number of small dailies (about 30 in Istanbul 
alone), there are today fiv~ major Turkish papers in Istanbul with highly 
efficient modern printing plants. They are: 

Hurriyet (mildly pro Justice party) (circulation 600,000) 

Gunaydin ( II II II II ) ( II 600,000) 

Tercuman (conservative, pro Justice party/ 
MSP) ( II 350,000) 

M i 11 i yet (liberal, pro Ecevit) ( II 300,000) 

Cumhuriyet (left wing RPP) ( II 125,000) 

Of these five, all but Cumhuriyet, publish in four cities; Istanbul, Ankara, 
Adana, and lzmir. Cumhuriyet prints only in Istanbul and Ankara. Regional . 
breakdown of circulation is as follows: 

Hurriyet: 325,000 in Istanbul 

150,000 in Ankara 

75,000 in Adana 

50,000 in lzmir 

The largest newspapers, Hurriyet and Gunaydin are almost apolitical, with only 
a slightly conservative flair. They are owned by the Simavi family, whose 
prime interest has been financial, although Hurriyet in particular has not been 
above exploiting such issues as Cyprus to boost circulation. Tercuman is the 
largest avowedly conservative newspaper and a frequent spokesman for Sulaiman Demirel 
and the Justice party. It appeals to Muslim traditionalists and the accompanying 
and continuing reaction to Ataturk and his successors. Milliyet is probably the 
most responsible newspaper in Turkey. It is also close to Ecevit and to the 
prog·ressive elements of the Republican Peoples Party. Abdi lpecki, the editor of 
Mi11iyet, is easily Turkey's best known journalist outside the country and has 
been a board member of the International Press Institute. Abdi has some under­
standing of the Bank and is a personal friend of both Munir Benjenk and myself. 
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Cumhuriyet, once known as the 11 New York Times of Turkey'' has ·moved to the 
left and now calls itself revealingly the ''Le Monde of Turkey. 11 The "brains" 
of the paper is probably llhan Selcuk, who was imprisoned under the Erim 
Government for his strongly pro-Marxist, anti-American views, and is somewhat 
emb.ittered at the ''establishment•• (n.b. in today's Turkey the 11establishment11 

and NATO are linked). Cumhuriyet is staffed with a number of young Turkish 
radicals. They sometimes take a perverse attitude towards the Bank in the 
style of European radicals. · 

A characeteristic of the Turkish press, possibly more highly developed 
than in any other deve 1 oping country, is to bend any ''news peg" to domestic 
political use. The large Turkish papers are much freer of this than the 
numerous small ones suc·h as Sonhavadis, which follows the Justice party 1 ine, 
or Dunya (RPP). The press has traditionally been an outlet for both free­
thinking politicians and intellectuals, but the standards of journalism have 
never been very high. Only Milliyet has sought to achieve European 
standards. . 

11 Depoliticization" of the press in Turkey can be seen only in relative 
terms, and as a trend away from an older mode. The trend comes mainly from 
a demand for entertainment (chiefly sex and sports). Politics seem to have 
become either too threatening or too dull, as political attitudes become 
tougher. Politics has become a dangerous game, and the general public, as 
elsewhere, probably wants diversion. 

The harder political lines are left to small dailies and weeklies on the 
extreme. Prominent amongst these, and certainly no respecters of truth, are 
the left-wing dailies and weeklies, such as Politika, now reportedly owned by 
the left-wing trade union element, and the weekly Bari~, and one or two others. 
In 1975 and 1976 Politika specialized in attacking World Bank projects as being 
unsatisfactory or representative of 11American imperialism. 11 

· 

The Turks have been quick to pick up "Woodward and Bernstein" style 
investigative journalism, and, accordingly, the risk of dealing with the extremes 
of the Turkish press is fairly high. 

Istanbul remains the headquarters of the Turkish press. However, a very 
important contribution comes from Ankara, which in the 1970's increasingly 
came into its own as the political center. Ankara reporters are the principal 
source of political information, and needling political cownent. The 
management of the larger papers in Istanbul is generally responsible and 
friendly. Our experience is that high level approaches, e.g.· to editors and 
owners, meet with good results. 
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Television 

Turkey is gradually developing a state-run radio and television network 
spanning the entire country. The TRT is extremely popular, though not free 
from political control. Under Ecevit's influence it probably ~ill be 
restored to something like its earlier independence. Newspapers are 
competing with television. Color is still a long way off but programming 
from Europe is available. In 1976 there were o~er one million sets in the 
country, with common viewing in villages. The practice of common viewing was 
established under Ataturk with the creation of ••peoples houses•• which placed 
a radio in nearly every Turkish village. 

The Bank 1 s Image 

The Bank suffers from a number of difficulties in Turkey, particularly in 
consequence of the demise of the American relationship. The Bank is regarded 
often as tied to the United States. Very little is known about how it works, 
or what it has been able to do in Turkey. Many Turks are aware of difficulties 
with the IMF and the Bank over the years, and the current issues with the IMF 
have been a leading sotry in the Turkish press for a number of months. Moreover, 
the question of inflation, which is related to recurrent scarcities of foreign 
exchange in Turkey, is an important po 1 it i ca 1 matter and we ·11 understood by' a 11 
journalists, if not by their readers. Accordingly, the availability of foreign 
exchange, or the availability of credit, is a major issue. ·· 

Lately there has been some difficulty over the Corum-Cankiri project where 
Bank-financed village centers buildings have been alleged to be luxurious. 
This story has played in the major Istanbul papers and may lead a number of 
Turks to conclude that the Bank 1 s work is not effective. 

There is also the issue of whether Turkey should be industrial or 
agricultural. Most Turks, in the tradition of Ataturk, wish their country to 
·rank with industrialized European nations, and resent any implication that they 
should somehow become an agricultural nation. (The Bank has, however, not 
been tarred with this brush, though it might be.} 

The 11 left11 takes some of its cues from left-wing parties in Western Europe, 
but a number of left-wing journalists know and appreciate Mr. McNamara 1 s Nairobi 
speech. The Bank's attempts to get at rural poverty are appreciated in 
Istanbul, where migration from Anatola continues to aggravate life for the fixed­
income elite, who very often mold public opinion. Generally the 11 1eft11 is 
sympathetic to Ecevit and to his ideas about development. To the extent that 
these vie\-.JS coincide with ours, we shall find a sympathetic response. 
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Except for ultra-nationalists (the MSP the National "Reconstruction11 party), 
the Bank has on the Turkish right a broad range of powerful friends, particularly 
in private enterprise (many have used the facilities of TSKB). The Bank is 
welcome on the Turkish right as a business-oriented organization. Here the 
American connection, where it exists, is positive. There remains hope among 
these groups that America 11wi11 not abandon Turkey. 11 Moreover, there are a 
number of progressive businessmen who view the Bank essentially as a centrist 
organizatio~ that can bring balance to Turkey's long-term economic thinking. 
There is also a connection here with the Turkish press. The owners of t.he 
larger papers (the Simavis of Hurriyet and Gunaydin; Kemal llicak of Tercuman, 
and Ercument Karajan of Milliyeq are businessmen who are concerned that Turkey 
retain at least in part a market economy. 

John E. Merr·i am 

Apr i 1 3, 1978 
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